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_ Don’t do business in Australia without talking 
=. tothe Commonwealth Trading Bank. -~ 


Australia is a vast and complex marketplace advice on investments, markets and opportunities 
that requires a great deal of understanding. All of which suggests that before you set foot 
And nobody could be in a better position to in the Australian market, it makes good sense te 
give you a knowledgeable introduction to it than talk to the Commonwealth ‘Trading Bank. 
the Commonwealth Trading Bank. ‘Together we'll map out your future plans. - 


i ee oe 1200 branches covers iram MONWEALTH TRADING BANK 
Placing us perfectly to provide expert OF AUSTRALIA. 


_ For further information contact: Mr Bob Storr, Chief Manager, Suite 2204, Level 22, Raffles Tower, 50 Raffles Place, Singapore 0104. Telephone: 224 3877. Telex: RS209Q4 
Mr Geoffrey Gill, Chief Representative, 709-712 Tower II, Admiralty Centre, Hong Kong. Telephone: 5-28 6441. Telex: 60466, Mr Bill Holdsworth, Chief Represen 
A Suite 1805, North Tower, Yurakucho l-Chome, Chiyoda-Ku, Tokyo 100, Japan. Telephone: (03) 213 7311. Telex :J28167. Offices also in London, New York and Los An, 
` CBZ 
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American roulette 
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Should it be so easy to make 
money by frightening American 
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their own shares?, page 75. 
London's stockmarkets change 
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Tamil Tigers 
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Chinese blackouts 
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Growth in Egypt 
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World politics and current affairs 


Flag day for Argentina 

The Democrats’ donkey 

American roulette with the economy 

Less of amad CAP for Europe's food 

Panic does not pay in Britain’s coal mines 

Howe now, Hongkong 

Don't just gas about chemical war 
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American Survey: Mondale fills his lungs for the midd! 
distance; Jesse Jackson, Star wars; Foreign policy; The 
poor; Trade; Steel workers 
Britain: Satellite broadcasting: pounds from heaven: ‘So: 
cial security; Greenham Common; Local governmen 
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Historic buildings; Dairy farming; Northern Ireland: Nort 
Sea gas; Data protection; Air fares 


Business, finance and science 


Business this week 

World Business: While the sun shines, Egypt kno 
holes in the roof, Hashish; Egypt's food subsidies; E: 
west trade; Arabs in Spain; Genentech; Agricultural Ge 
ics; Drug company acquisitions; Walt Disney; Cana 
antitrust; Japanese-American trade; China's energy 
Finance: Who can stop the raiders of corporate Ame 
Insider dealing; Tokyo stockmarket; Lehman. Br 
Kuhn Loeb; Philippine debt; London stockmarket: Britis 
financial advisers 

Business Brief: Tata: India’s corporate magpie 

Science and technology: Europe must soon mak 
choices on cleaning up cars; Exhaust emissions; Th 
ethics of animal testing; Superconducting chips; 
vaccines 

Economic and financial indicators 


Books Plus and letters 


Books Plus: Arts Council; Bergman's “King Lear"; ita 
television; West-east trade; Science fiction f 
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uba : 


IR-—-Your report on Cuba (Janu- 
14th) correctly portrayed a 
lution shaken by the Grena- 
la@ebacle and by increasing re- 
nee to its international med- 
ling in Central America and 
frica, However, it conveys an 
mage of economic success that is 
ot warranted by the facts. The 
% annual growth rate quoted 
your article is in current prices 
nd therefore does not provide a 
is for comparison with other 
DuNtries whose growth is esti- 
jated in constant dollars. 
Contrary to the propaganda 
ssued by the Cuban government 
3 those visiting the island for the 
th anniversary of Batista’s 
lownfall, the economic situation 
bleak, with little prospect of 
roving. While a recovery in 
e west in 1984 and 1985 may 
help the exports and balance of 
yments of other countries in 
atin America, Cuba stands little 
hance of benefiting from that 
very. 
The main reason lies in the 
cision by the Russians to assign 
ba a role as raw materials 
upplier—of sugar, nickel, fish— 
hin the so-called international 
‘ialist division of labour. The 
wid Bank's “World Develop- 
ent Report, 1983” shows that 
etween 1960 and 1980 the share 
f- primary commodities in Cu- 
a's:exports remained unchanged 
95%. This performance con- 
rasts with that of Costa Rica, 
ich reduced the share of pri- 
ry.commodities from 95% to 
y/o; and-even with that of Hon- 
ras (98% to 88%). Within the 
éricas, only Venezuela and 
uader-—both oil exporters— 
pend more than Cuba does on 
mary commodities for- their 
ports. 
fapped in the same depen- 
cy on sugar that the revolu- 
n Was expected to end, Cuba's 
xt source of hard currency, 
5 billion of loans from western 
aniks in the past few years, has 
o dried-up. It enacted Law 50 
1982 to encourage foreign in- 
tment. This represented a sig- 
ificant ideological concession. 
lowever, without access to any 
ignificant markets, or a legal 
mate favourable to private en- 
erprise, and with a labour force 
hat is notorious for its absentee- 
m and low productivity, Cuba 
as, been unable to attract foreign 
estors. 
























Happy together? 


Mr Castro’s blind ambition to 
become an international figure 
„exceeds Cuba’s economic, demo- 
graphic, and military capabilities. 
That is why Cuba has been forced 
into the role of a proxy for Soviet 
imperialism. But, as Mr Castro 
has discovered. to his dismay in 
Grenada and Nicaragua, the 
Russians’ commitment to pro- 
moting revolution is more cau- 
tious than his. Victories expand 
Soviet influence, but when disas- 
ter results—as in Grenada—the 
burden of failure has to be borne 
by Mr Castro. 





OrtoJ, REICH 
Washington, Special Adviser to the 
DC Secretary of State 
Namibia 


SIR—Your report on Namibia 
(March 24th) is erroneously spec- 
ulative at a time when the situa- 
tion in Namibia is delicately 
poised in the balance. Your cor- 
respondent refers to a “conspira- 
cy theory”, and reports the South 
African administrator-general of 
Namibia, Dr van Niekerk, as say- 
ing that he considers the United 
Nations security council resolu- 
tion 435 a dead letter. This re- 
flects an inaccurate report of an 
interview the administrator-gen- 
eral had recently with the Wash- 
ington Post. Dr van Niekerk was 
asked what the position would be 
if the Cuban forces did not with- 
draw from Angola. He replied 
that he did not like speculation, 
but if the Cubans did not with- 
draw, resolution 435 could not be 
implemented, and, in the circum- 
stances, it would be necessary to 
consider alternatives. 

The South African government 
has made it clear over the last 
three months that it is no longer 
prepared to shoulder the enor- 
mous financial burden of Namib- 
ia alone, and wants a settlement 
as much as any-other party in- 






modus operandi in Namibia’s in- 
dependence settlement. 


PETER WARD 


Namibia Information.. 


London Service 


Ugandan discussion 


SIR—Your article {March 17th) 
included a damaging statement 
about the country’s dual ex- 
change rate system, which has 
operated successfully since Au- 
gust, 1982. 

In the first market the rate is 
determined on the basis of the 
prevailing situation in the exter- 
nal foreign exchange markets and 
on the domestic economic situa- 
tion. In the second market the 
exchange rate is determined in 
weekly auctions and reflects sup- 
ply and demand conditions for 
foreign exchange. 

The difference between the 
auction rate and the. unofficial 
rate is grossly overstated in your 
article, and there has of late been 
no tendency towards an increase 
in this difference. 

The arrangement was from the 
outset intended to be temporary. 
The government is committed to 
reunify the two rates as soon as 
possible, and to maintain a flexi- 
ble exchange rate policy after the 
reunification. 

B, VALLAN 


Kampala Bank of Uganda 





Spanish constancy 


SiR--Rather more important 
than whole strings of lobbyists 
lobbying about everything— 
quite normal in a democracy but 
perhaps less normal in Spain—is 
the constancy to its prescribed 
policies. which the Spanish gov- 
ernment is showing in resisting 
the lobbyists (March 24th). 

Rather than regard the prom- 
ise to purchase assets worth 
Pta9.3 billion as a result of giving 
in to pressure from bankers and a 
sign of a bailout, it was perhaps 
the minimum that the govern- 
ment could have offered if it was 
to prevent the collapse of Explo- 
sivos Rio Tinto (ERT). Certainly 
the bankers originally hoped for 
much more. 

Bearing in mind that Spain's 
industry is not yet totally free of 
controls. and -that many “of the 
areas in which ERT operates (oil 
refining, fertilisers, pharmaceuti- 
cals and explosives) are subject to 
price control, the government 
was already involved. It also 
wanted to offer an inducement to 
foreign banks (who accounted for 
about half the debt) not to-con- 
vert their loans into pesetas, 
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that the restructuring programme 
is grinding to a halt. <> 


Madrid N.C, SeBAG-MONTEFIORE 





Star Wars 
S!R--The conclusion of your brief `; 
on ballistic missile defence’ 


(March 3rd) is misdirected. Ex- 
isting technical means offer a 
high probability of successful de- 
fence. of cities from most types of 
nuclear attack—involving acci- 
dents, demonstrations, minor nu- 
clear powers, and strays aimed at 
military targets. It is true’ that 
éxisting means cannot protect all 
cities from a general salvo of 
nuclear weapons by the Soviet 
Union. Fortunately, this ‘is. the 
least likely sort of nuclear -War 
(although it figures large in the. 
paranoid fantasies of a 
American academics) for the o! 
vious reason that the attacker 
gains nothing and almost certain- 
ly will suffer reprisal i in kind. 
In his “star wars” speech; Mr 
Reagan did not hold out the false 
hope of a perfect. defence-—but 
rather one which, in the indeter- 
minate future, would dissuade an 
attacker and prevent the assured 
destruction of society should dis- 
suasion and deterrence fail: An 
America so defended would 
seem to be a more. credible ally = 
than‘an America which must face: . 
holocaust for Hamburg. 
Croton-on-Hudson 
New York „B; BRUCE-BRiGGS 



















European missiles — 


SIR--The so-called “numbers 
game” to which Anne Jappie 
(Letters, March 24th) refers is a 
misconception. Nato’s manifestly 
effective deterrence: is accom- 
plished not’ by mere numerical 
comparison of weapon against 
weapon, but by cautious and ju- 
dicious planning and deployment 
of weapon. systems. Indeed, by 
the time the current programme 
of cruise and Pershing-2 deploy- 
ments is complete, in 1986, Nato” 
will have some 2,400: fewer war- 
heads than in early 1979. 

Anne Jappie is-entirely correct 
when she points out that wran- 
gling over weapon categories and 
“definitions” can retard disarma- 
ment talks. However, “merging? 
INF and Start talks would in no. 
way mitigate these “definition” 
problems. And definitions are 
not the only, or even main, prob- 
lem. The governing «difference 
are those of interests, not of d 
nitions. T! he last round 9 








ECONOMISTS 


The Central Bank of Ireland is recruiting economists, who 
would be located in Dame Street, Dublin: 


Candidates normally should have a good post-graduate 
degree, with economics as the major subject at either primary 
or post-graduate level. However, a very good primary. 

| degree in economics may be sufficient. Preference will be 
given to candidates with: 


* proven analytical ability 

* good knowledge of econometrics/statistics 
* ability to write well 

+ relevant work experience. 


The positions offer the opportunity for a wide range of 
challenging work in a policy environment and there is scope 

-for publishing. The Bank offers competitive remuneration and 
conditions of employment. 


Career Appointments 


Salaries for economists are as follows: 


Senior Economist: £17,519 p.a, rising to£20,042 p.a. 
Economist(S.6): £15,179 p.a. rising to £17,519 pa 
Economist(S.7): £11,584 p.a. rising to £14,111 pa 


There is a non-contributory pension scheme and provisions 
for further training. 


Short-Term Appointments 


Contract or secondment arrangements may also be considered. 
In such cases, remuneration and other terms would be 
negotiated. 


Further information and an application form, which should be 
returned by 24 April, 1984, are available from:. 


Head of Personnel, 
Central Bank of Ireland, 
P.O. Box 559, 

Dame Street, 
Dublin 2. 


CENTRAL BANIK 
OF IRELAND 


































































revealed an un- 

g refusal by the 

et Union to at least stabilise 

situation by agreeing moves 

ward parity by reducing War- 
saw pact deployments. 


don PauL R. CAVANAGH 


Brjtain and the EEC 


1g—Your coverage of the Brit- 
sh budgét and the Brussels EEC 
ummit (March 17th and 24th) 
veals a paradoxical dichotomy 
xf approach by the British gov- 
ent towards its plans for 
axation and its hopes for a re- 
luction in its EEC contribution. 
The chancellor has made clear 
“his intention to switch from direct 
O indirect taxation and, by wig- 
ning the scope of Vat, he has 
-ensured an increase in his Vat 
fevenues of some £650m in a full 
ar.. At the same time he has 
also.ensured that a further £43m, 
sing in 1986 to £65m, will be 
aid to the European commis- 
m, This contrasts strangely 
th°reports that the difference 
veen the British government 
id: its European partners at the 
ssels summit was an amount 
me 250m ecus or £150m. 
rely if we were serious about 
ing, our contribution we 
Id not only try to obtain a 
pate from our unwilling part- 
rs. but. also ensure that our 
nal contributions did not in- 
ease unnecessarily. One can 
ly conclude that a desire to 
ter. the balance between direct 
id indirect taxation is of more 
portance than the much vaunt- 
“refund” of our own money. 


N. A. Hay 
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se E ee an almost 
nstitutionalised part of the UK 

onomic scene. This report, a 
fevised and updated version of one 
iblished in.1962, is a guide to the 
tous aspects—-commercial, 

cial, legal, taxation etc. it 
udes a: Survey ot af institutes willing 
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Expatriates 
SIRI feel “Mad dogs and expa- 
triates” (March 3rd) gave an un- 
fair impression of the “profession- 
al expatriate. Our combined 
commitment to getting the job 
done has produced excellent rev- 
enues for many British compa- 
nies. Vast amounts of goodwill 
and respect are generated in host 
countries by the efforts of expa- 
triates, very few of whom either 
crack up or become alcoholics as 
your picture caption implies. 
Certainly the cost of incorrect 
judgment by an employer can be 
considerable. But it could be 
eliminated in many cases by em- 
ploying persons already experi- 
enced in expatriate work and 
therefore well aware of, and able 
to minimise, the cultural differ- 
ences, local conditions, customs 
and aggravations that arise in 
such employment. 
Baghdad PETER C, ENGLAND 


SIR—Why not take the argument 
in your leading article on the 
need to abolish taxation exemp- 
tions for expatriates in Britain 
(March 24th) a little further, and 
propose that (once these exemp- 
tions are abolished) all resident 
expatriates should be registered 
on the electoral roll? 

This right already exists de fac- 


to, ie, for any dishonest foreigner’ 


who takes the trouble to do it. 
Why not establish this possibility 
de. jure? A purely token gesture 
of this kind (which would have no 
significant consequences on the 
rate of immigration) would be an 
excellent way of confirming the 
standards of British civility, al- 
ready among the highest in 
Europe. 

London GuipoM. R. FRANZINETTI 





Averagely better off 
SIR—A budget riddle. When is a 
person earning average income 
(£9,300 a year, according to The 
Economist), not an average 
earner? 

Answer: when he is a “higher 
paid” employee (£8,500 or more 
a year, according to the trea- 
sury). Thank you Mr Lawson! 
Amsterdam R. S. BERNHEIM 


Road-into-rail 


IR=We believe the proposed 
'èntral express coachway 
into’ London (March 24th) would 
be pn profitable, even were 


‘tism of the. medical professi 


: claimed as a success. 


forget the £12m-15m of traffic 
which British Rail sources have 





estimated would be diverted to” 


the coaches from rail. Many car 
drivers would be likely to transfer 
because of the greater speed and 
comfort offered by the coachway. 
Were the station to be closed 
and turned into offices, all sta- 
tion-type jobs would be lost. 
Were the building and track used 
for coach travel, increasing the 
passenger throughput by a factor 
of five to ten, jobs would be 
saved and new ones generated. 
ROBERT BROOK 
National Bus 


London Company 





A popular read? 


SIR--Your article on videotex 
(March 10th) describes Prestel as 
“the world’s biggest videotex di- 
saster’’. Perhaps some facts 
would be useful to set against this 
rather intemperate opinion. 

At the end of February, 1984, 
Prestel had 40,000 terminals con- 
nected with a readership of 
250,000, making it by far the 
largest videotex service anywhere 
in.the world: The growth rate is 
2,000 terminals a month, 100% 
up on a year ago, Revenues in 
February were 100% up on a year 
ago. GEC Computers and British 
Telecom have sold more videotex 
systems to PTTs around the 
world than all our competitors in 
France, Canada and the United 
States put together. According to 
an independent survey carried 
out in May, 1983, 98% of the 
2.3m teletext and videotex sets in 
26 countries worldwide are on the 
British Prestel - Ceefax - Oracle 
standard, using chips manufac- 
tured in Britain. 

RICHARD HOOPER 


London British Telecom 





Japanese drugs 
Str—If Japan has given up on its 
pharmaceutical industry after 
only five years (March 10th), it is 
being unusually short-sighted. _ 
Starting from basic research, it 
takes 7-10 years to introduce a 
new product into the first market. 
Regulatory authorities spread in- 
troduction to all markets over a 
further five years. The conserva 
















means that peak sales are unli 


ly to be achieved before another ~ 


five yéars--a total timespan from 
stigation of research. of 17-20 
years before a product-can b 


» Early introductions from Japan 
ve been improvements on ex- 
isting compounds, but medical 


other operators. We should not. 





“where there are destitute people, 











man papers on Japanese re 
search developments, which w 
eventually be marketed, It is ` 
much t66 soon to write off the 
Japanese. 

Camberley, 


Surrey A.J: BYRNE 





ESP 


SIR—-Your reviewer of Brian Ing- 
lis’s “Science and Parascience™ 
(March 10th). insists on the use- 
lessness of exttasensory percep- 
tion, even proved beyond reason- “ 
able doubt. 

But then individul personal- 
ities, love. between thisand. that 
person, artistic works and.mir- 
acles are uséless all the same... 
None the less, very important. 
Mons, Belgium E A. EOELARD 








Skins and needles 


SiR—Further to the camel an” 
needle question, Morton L 





be right that camel (Greeks 
mélos) has been confused with 
rope (Greek: Kamilos)... Equally. 
Ww. C. R. Whalley (Letters, 
March 3rd) may be correct in his 
belief that there was.a small gate 
called “the ‘needle’s eye”. A 
more likely explanation, howev- 
er, is that Jésus, as a first-century 
Jew, was using a ridiculous figure 
to make his point. 

This was a technique used by 
other rabbis of the period. Many - 
Jews believed that. wealth was. 
God's reward to the righteous. 
Jesus is simply ‘saying’ that all; 
those who “have money” (the | 
correct translation) cannot get to: 
heaven because they aré righ- 
teous, any more than a camel can 
pass through the eye of a needle. 
We only get to heaven by the 
grace of God. 


But if Mr Whall 
that “the rich 
enter the kingdom of heaven but 
sing some. skin”, 


The parable of ihe rich 
Lazarus (Luke 16: 19- 
arly. shows that, ifa world 






thase who are-rich (ie, practically 
all the readers of your newspa-" 
per) are damned, 


“Oxford salts 














MODERN, 
AIR-CONDITIONED 


WC1 OFFICES 
20,000 T0 
94,000 SQ.FT. 

. WITH AMPLE 
CAR PARKING 
TOLET 
ON UNUSUALLY 
ATTRACTIVE TERMS 


Richard Main: 
TT ome 
01-623 6685 


annon Street, London E 
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‘and Laboratories 


43,500 satt. 


on over 3 Acres 
@ M25, A10 to MII Section Now Open 
oo @: Within minutes of M11 @ 2 miles from Town Centre 
EO Stansted Airport 11 miles @ British Rail Stations nearby 
@ Extensive Parking @ Attractive Landscaped Areas 


| TOLET 


. Rent only 


4 per square foot 
iay sell Freehold. 


| Estate Agents: Surveyors: Valuers: Tel: 01-493 7863 _ 
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JARDINES DE LAS GOLONDRINAS 
MARBELLA 


Apartments and villas at Marbella’s finest 
beach. Superbly located in mature. > 
sub-tropical gardens 


The apartments and villas 
Spacious rooms with wide balconies, sea and garden vie 
Modern, rationally designed bathrooms. 
Custom-built French oak kitchen units equipped to. 
American standards. 
Independently controlled air-conditioning. ` 


The gardens 
Over 25 acres of mature sub-tropical gardens shaded by 
trees, averflowing with plants. Complete with a stream 
which tumbles down through the lakes, jacuzzis and 
swimming areas. Traditional courtyards with fountains at 
the centre. ` 


The amenities 
The finest sandy beach in the area. 
The 5-star Don Carlos Hotel 
Swimming pools, windsurfing, water ski-ing and other water. 
sports. Eleven tennis courts—four of them floodlit 
Horse-riding centre. Preferential green fees at tweof 
Marbellas finest golf courses. 


The management 
An affiliated property management company operates a 
comprehensive range of services, principally: 24-hour 
security protection, building maintenance and rentals. 
Prices for apartments fram £50,000 with excellent mortgage 
facilities, 


Full documentation is available on request from any of the 
following offices: 


London office Jardines de las Golandrinas, 
32 St Jamesi Street, London SWIA IHD. 
Rt 01-839 5727. 


Jardines de las Golondrinas, f 
Carretera Cadiz Km 198 500 Marbella; Spain. 
Tel (52) 83 H 66/83 12 38 Telex 77 694 jage e” 
























“ THE YEAR’S RESULTS 


“The profit before taxation of the 

» Bank, its subsidiaries and associates 

for the year ended 31st December 

1983 amounted to £18.135m 

compared with the previous year’s 

figures of £16.879m, an increase of 
around 72%." 


SUMMARY OF RESULTS 
‘Year Ended 





































= “ARhough there was a reduction in 
average Base Rate during the year 
from 11.92% to 9.82%, our.net 
interest income increased in 1983 by 
212%, largely as a result of higher 
sterling and currency advances to 
customers. Commission income 
-Fose by 22%, reflecting a 
considerable increase in activity. 
Despite this greater volume of 
business, however, we managed to 
hold the increase in staff costs to just 
under 10%. Other overheads also 
increased by just under 10%, with 
equipment costs being a substantial 
element of this. To a great extent this 
reflects the very substantial amounts 
which were spent on modern 
systems, the real benefits of which 
should be seen in future years.” 
“The charge for Bad Debts for the 
year while somewhat lower was still 











very significant. This reflects 
continuing difficult trading conditions, 
particularly in the West of Scotland, 
although we feel that there are signs 
of improvement.” 

“Turning to the Balance Sheet, this 
has been strengthened by £15m of 
Subordinated Loan Capital and this 
sum is being used in the general 
banking business of the Bank,” 





31st Dec 1983 31st Dec 1982 
(£000) (£000) 


16,452 
1,282 427 
16,879 



















18,135 16,879 
10,302 9,844 
7,833 7,035 
2,253,722 2,195,901 





“The year-end Consolidated 
Balance Sheet indicates modest 
growth with the Balance Sheet total at 
£2,254m, only 2.6% higher than at 
the end of 1982. This, however, belies 
the underlying position which was one 
of controlled but satisfactory growth. 
Average advances to customers 
during the year increased by 11% 
and, despite the quite fierce 
competition for deposits, our average 
sterling deposit base was greater by 
5%. At 31st December 1983 our liquid 
assets were lower than at the end of 
1982, reflecting, amongst other 
things, the higher growth in advances 
to customers compared to the growth 
in deposits. Nevertheless these 
assets amounting to £623m 
represented 30% of public liabilities 
and give, therefore, a highly liquid 
position.” 


EXTRACTS FROM THE STATEMENT BY _ 
THE CHAIRMAN, SIR ROBERT FAIRBAIRN J.P., ON THE 
REPORT AND ACCOUNTS OF CLYDESDALE BANK PLC | 
FOR THE YEAR TO 31st DECEMBER 1983. 















SUBSIDIARY AND 
ASSOCIATED 








‘COMPANIES 






“The business of our subsidia 
companies continued td expand, ut, 
the results of Clydesdale Bank : 
Finance Corporation Limited were 
affected by adverse interest rate 

he overall’ 

















1982. Both Scotti Computer 
Services Limited and Clydesdale 
Bank industrial Finance Limited,- 
along with.its subsidiary Clydesdale 
Bank Industrial Investments, made 
satisfactory progress, Once again 
Clydesdale Bank Insurance Services — 
Limited, in which we maintain our: oo 7 
100% interest through our wee 
shareholding in Midland Group... 
Insurance Brokers Limited, had avery 
good year and increased its. g 
very a, 


“We have been operating ina year = 
when there has been:a'greater feeling ` 
of optimismrand this has shown itself- 
in the activities of the Bank, both in. 
the domestic and international fields.” 

“Oil and. gas have, of course, 2 
provided many opportunities for 
growth and Scottish industry has” o 
been quick to adapt itself to the new a 
circumstances. There have been - 
many encouraging developments. 
These developments have been’ 
supplemented by the location of many. 
industries connected with electronics, 
and this important new sector of 
industry continues to expand. 
Changes are undoubtedly taking 






















foster the banking 
do this we are 
, ‘ating on the location of our 
anches, on the services we provide 
supra: of those 


“We have continued our drive for 


ng efficiency through the 
te electronics and 
atio n our systems and 


3, $ 
“Every teller in our service now 
Operates through a counter terminal. 
By mid-summer we shall have 240 
AutoBank machines installed, some 


outside the Bank and some in lobbies. © 


„About half of our customers’ 
. withdrawals are effected through 
these machines.” 

“Our investment in equipment is 
substantial but it is well worthwhile. 
We could not have handied the ~~ 
present volume of business with the 

fashioned methods. But while the 

icreases we try to ensure. 
sonal service of our 
Managers and Staff is always 
available for customers. Their 
experience and knowledge of banking 
is one of our valuable assets.” 

“We have had an interesting and 
satisfying experience in association 
with BP for the purchase of petrol and 
other goods at their filling stations. 
This system undoubtedly has 
possibilities and we are extending it 
into more garages and also into a 
supermarket.” 

“Albof these developments in the 
use of technology are costly and one 

has to:proceed with care. But we are 


well satisfied with our return from the 
expenditure and it has enabled us to 
attract new business and more than 
maintain our market share.” 


INTERNATIONAL 
BUSINESS 


“Our international business is 
expanding and this is a reflection of 
our customers’ greater activity in 
overseas markets. The fall in the — 
value of the £ helped our exports and: 

the higher interest rates in the US 
attracted investment funds. But the 
main activity was in goods and 
services. 

“Holiday and business travel add 
greatly to our activities in the foreign 
markets, there being an ever 
increasing demand for currency and 
Travellers Cheques. Here our 
association with Thomas Cook helps 
us, and we now have the very 
successful Eurocheque available for 


business travellers and holidaymakers: 


alike. ‘ 


DOMESTIC MATTERS 


“There is no doubt that the 
financial scene is changing and - 
perhaps at a greater pace than it has. 
ever done before, Certainly the 
competition facing the Banks today is 
as great as it has ever been. It 
certainly directs one’s attention to 
efficiency and service and that is no 


bad thing for the customer and for ihe 
Bank itself.” : 


PROSPECTS » 


“The immediate outlook appears: to 
indicate gradual, but steady recovery. 
which, hopefully, will be spread 
broadly across the economy. Itis: my 
belief that the improving confidence: 
which we are seeing now has a firmer 
foundation.” >. : 

“It has been especially noticeable ` 
in and around the Glasgow area 
which has had more than its share of 
misfortune during the recession, 


Being a Glasgow-based Bank we 


havea special interest in the city and.. 
we welcome and applaud the rapid 
improvement | in its image and 
appearance. 

“In business too, Glasgow is 
proving to be an attractive base for- 


the operation of many large 


companies, The city's importance as 
a venue for conferences and 
exhibitions willbe further enhanced 
with the new developments now 
under way to. cater for these 
purposes.’ 

“Itis reassuring to have such 
tangible.expressions of confidence in- 
the future-and they area welcome... 
reversal ofthe pessimism of-recent 
years. They shall have our committed 
support and we shall play our full part 
in developing the opportunities they 
represent.” 


Clydesdale Bank 


] Head Office: 30 St Vincent Place, Glasgow G1 2HL, 
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This aerodynamic extension to the wing of Northrop’s new 
F-20 Tigershark increases the size of the wing by only six percent, but 
adds 30 percent more lift. Increasing performance. Enhancing Tigershark’s 
maneuverability and stability. Another example of Northrop’ efficient 
use of advanced aircraft technologies. 


Northrop Corporation, 1800 Century Park East, Los Angeles, California 90067 USA 
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-Do not fly any flags to celebrate the accounting device 
¿by which Argentina is being lent $400m of new foreign 





money so that it can pay the $500m of interest long 
overdue on its old debts. This Houdini escape has 
nothin; 


g to do with the economic reforms required to 
so much of Latin America back from the cliff edge, 
d everything to do with the eccentric accounting rules 
of bank regulators in the United States. American 
_banks would have had to record a substantial fall in 
‘their profits for the first quarter of 1984 if Argentina 
ot paid off enough of its interest arrears by March 
t to allow the banks to continue to list the loans on 
eir books as “performing” ones. So the banks handed 
entina $100m to hand back to them, and persuaded 
ie American treasury and four Latin American coun- 

il themselves in hock) to put up another $300m. 
fore arranging this nonsense, the banks insisted 
they would stand absolutely firm on making no conces- 
sions, and if necessary would declare Argentina’s loans 

‘non-performing, unless and until Argentina came to 

terms with the International Monetary Fund. In saying 

this and not meaning it, the banks have stored up 
_ trouble for themselves. Their eleventh-hour wriggle has 
demonstrated publicly to every other debtor country 
that negotiating against a 90-day deadline will wring 
better terms out of the American banks and the 
American treasury. ; 

That this probably means many more last-minute 

haggles between debtor countries and their creditors 

ought to worry the bankers. It need not greatly worry 
anybody else. If the banks are forced in this haggling to 
concede a smaller margin over the cost of their funds on 

a fescheduled debts they will not go bust, and they should 
“stop pretending to the American treasury that they will. 






















How to make Argentina safe for democracy 
The source of Argentina’s present problems is uncon- 
trolled and wasteful public spending by a succession of 
dreadful military governments—a waste which in one 
¿ respect, by his promise to raise real wages in the public 

sector, President Alfonsin is electorally committed to 
¿make worse. Under the military governments, a wide 
‘ange of state enterprises, many of them run directly by 
top and often corrupt soldiers, routinely ignored their 
budgets and pushed ahead with:projects that nobody 
wanted but themselves. Road bridges were built with 
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when electricity generating capacity already. 

demand; petrochemical plants completed befo 
was any use for their products. The top brass indu 
their taste for new military toys ever more gr 

Known defence expenditures doubled their shar 
government spending between 1976 and 1982, a 
unknown defence expenditure went up by much mo 

This spending did nothing to raise Argentina’s: 
nomic growth, which languished at under 2% a 
even in the boomtime second half of the 1970s, \ 
Brazil and Mexico were growing by three tim 
much. Then, when the world recession struck, Arge 
na tried to inflate its way out of it bya combinati 
borrowing abroad and running the printing pres: 
home. This spree ended with a sharp fall in real inco 
the lost Falklands war and an inflation rate now nud 
20% a month. 

What President Alfonsin should do is cle: 
The budget deficit must be reduced, the money si 
brought under control, interest rates raised and 
improving trade balance’ given a further boost b 
devaluation. The gap between the official peso'rat 
32 to the dollar and the unofficial rate of over 50 to 
dollar last week was still bringing the sort of capit 
outflows which have drained $1.5 billion from Argen 
na’s reserves in each of the past two years. Exporte 
are once again under-invoicing their goods and h 
ing the difference in foreign bank accounts. 

As two thirds of public spending is swallowed 
wages and pensions, a reduction in state-paid emp! 
ment or real wages in the public sector is necessar 
bring the budget deficit under control. Unfortuna’ 
President Alfonsin on the hustings, like Mrs Thatch 
when accepting the Clegg awards in 1979, most speci 
cally promised to put them up. He is sensibly ba 
away from that promise now, but he will have to 
much more if he is to keep his promise to the IMF to 
the budget deficit to 8% of gross domestic produc 
down from its recent 12-16%. He should concentrate ¢ 
four things. i : 

First, he needs to cut defence expenditure byat lea 
a third—the smaller the army, the smaller the dange 
a counter-coup against himself. Second, he should 
an- axe to all of the military government's most: ridici 
lous civilian projects. He should override his influen 



























j i nra ni, and insist that 
ne atomic energy programme and the hydroelec- 
‘ic programme at Yacyreta.be put in mothballs, at a 
ving of up to $2 billion this year. He should cut the 
ubsidy on petrol and put taxes up by more than he has 
already bravely done. 

Third, he should harden his still too vague commit- 
ent to privatise parts of the overmanned public sector. 
Qpe of the companies the government owns were 
erminally ill when it acquired them and will find no 
ers. Put them out of their misery. The sale of others 
should give Argentina a chance to persuade foreign 
creditors to turn debt into equity. 

_ Fourth, President Alfonsin seems to hope that an 
omes policy may be an alternative to the sort of fiscal 
severity that has pushed unemployment in Chile up to 
25%. The history of incomes policies in Latin America 
o awful that he would be unwise to count on it being 
ore than a supplement to a squeeze. A sceptical IMF 
srtainly will not. In particular, he should resist the 
mptation to try to freeze wages. After years of 
ntrols, wage structures are so warped that a govern- 
ent under-secretary now earns less than a basic-grade 
vil servant. Smaller incomes for the most talented and 
ard-working make no sense at all, though it will take 
Olitical courage to say this when everybody else is 
aving to make sacrifices, and when the president’s task 














































es New York spell victory for Reagan? 


ig Apple gives bum’s rush to Democrats? It is possible 
at Tuesday’s primary election in New York, in which 

Walter Mondale trounced Mr Gary Hart, may turn 
ut to be a turning-point for the Democratic party. It 
ow looks as though Mr Mondale will win his party’s 
omiination for the presidency and go down to a famous 


ad and heart say different things about American 
litics this year. Both should be cautious, having both 
*n ‘dramatically contradicted by events since New 
mpshire. voted on February 28th; they are not, 
wever. Head now says that Mr Reagan won in 1980 
capturing the support of enough trade unionists, 
mocrats, old people, southerners, working men, 
vs and Roman Catholics to give him 50.7% of the 
pular vote.. There are many more Democrats in 
rica than Republicans, however, and many of Mr 
agan’s policies have been divisive. In the congressio- 
al elections in 1982 lots of those who had defected two 
ears earlier clearly- returned.: to the Democratic fold. 
en with a stronger economy, that is the logical place 
for most of them this year, where their numbers should 
swelled by a.majority of the extra 10m people who 
ave come of voting age since 1980. Thus the Demo- 
ratic nominee, unless he makes.a hash of it, should win 
November. de 


he Democrats’ donkey 


makes Mrs Thatcher's job of democratising Mr Arthur l 
Scargill look as easy as eating Yorkshire pudding: : 
If the Argentine government has these four pointsin 
the forefront of its mind in plotting the country’s | 
economic comeback, the banks should concede the $3 
billion or more in fresh funding, plus the complete 
rescheduling of principal payments, which Argentina 
needs this year. For, as a food exporter self-sufficient in 
energy, Argentina remains a country with a fundamen- 
tally strong economy. Because of the world economic <: 
recovery its balance of trade is anyway now looking up, 
and the central bank is struggling respectably to bring 
money supply under control. Argentina in 1929 was the 
seventh or eighth richest country in the world in terms 
of things like car ownership. It has slid back temporarily 
to third-world status since then mainly because soldiers 
who intermittently thought they were populists have 
provided it with the grossest economic mismanage- 
ment. President Alfonsin should not see himself as a 
populist, but as a man seeking to put 55 years of 
incompetent demagoguery into reverse. He would. 
thereby make his country much safer for democracy __ 
and light the beacon which Latin America needs. The ~ 
American treasury and the banks will not have helped 
him if last weekend they made him think that he can 
fudge this task. 








To this, heart says bunkum. Reagan is a winner, 
Mondale, notwithstanding his late recovery, a loser. 
And head, hesitantly, has to pay attention. Mr Reagan 
is indeed a formidable, cheery president who looks 
more than a match, particularly in the south and west, 
for unexciting Mr Mondale. If the Democrats can carry 
the south, which they only narrowly lost in 1980, they = 
have a chance, particularly if they take Texas. But Mr 
Mondale will be lucky to take Georgia. 


Can old clothes attract? 

He has, it is true, been toughened by the primary fight, 
though it is doubtful whether his appeal has been 
widened. As for Mr Hart, the primaries have shown 
him to be not much more than a loofah—abrasive but 
without much solidity. Even so, Mr Hart: has always 
looked more threatening to Mr Reagan. than has Mr 
Mondale. This partly reflects his public image of vigour 
and freshness, partly a sense that he understands better 
than Mr Mondale that the Democratic party has to 
adapt to new realities. New York’s Democrats have not 
been impressed by this, perhaps because they have not 
cared for Mr Hart’s campaign, perhaps because they 
like the Democratic party the way it is: They. may feel- 
differently after November. So may we, if American 
politics makes fools of us all again. =. 


THE ECONOMI 














American roulette 


- can do it for longer than anybody else 


Like voters anywhere, Americans judge economic 
\policy by what it has done to growth, inflation and 
- unemployment. American presidents usually have to 
<- embroider all three figures, but President Reagan’s cue 
«cards can tell a simple, happy story. During 1983, gross 
_ national product rose in nominal terms by 104%, split 
_ between real growth of 64% and a price rise of 44%. In 
the first quarter of 1984, the split may look even better: 
“7% growth (at an annual rate), perhaps 4% inflation. 
The unemployment rate is falling fast, to 7.8% in 
February from a peak of 10.8% at the end of 1982. 
Although that record could produce a Reagan victory 
November, it wins few cheers from economists and 
neymen. On Wall Street, share prices have fallen 
10% in the past four months. Bond yields now stand at 
almost 13% even though consumer-price’ inflation is 
running at only 44%. The financial markets do not 
- Suggest an economy that is looking back with pleasure 
_at past growth or forward with confidence to it continu- 
ng. Their worries are all too familiar: large budget 
deficits, even when the economy is back to full employ- 
Ment, carrying the risk that the Federal Reserve will 
then finance those deficits by monetising them. To 
Many economists, the Reagan experiment seems like 
`- Russian roulette; sooner or later, blood will be spilt. 
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Possible, not inevitable 
If disaster strikes, it will start in the currency markets. 
The counterpart of the budget deficit is America’s large 
and growing external deficit—$69 billion last year on 
visible (merchandise) trade, $20 billion in the first two 
months of 1984. The current account had a deficit of $41 
billion in 1983, and is heading for about $70 billion this 
year. On its own, the United States is going to run a 
current deficit about half as large in real terms as did all 
the oil importers in 1974, after Opec had quadrupled its 
oil prices. f 
That deficit did not Iast. Countries borrowed for a 
time, just as America is doing now, but oil conservation 
and recession eventually forced them back towards 
balance. Something similar could happen to the United 
_ States. Its dollar is clearly overvalued; if it fell, it would 
-dull America’s appetite for all imports. But the real 
‘pessimists doubt that the exchange rate could end 
America’s external deficit fast enough to restore foreign 
~ = confidence; the United States, they say, will also need a 
_.. slump. That could happen after a falling dollar had 
- triggered: higher prices and the Federal Reserve had 
reacted by jacking up short-term interest rates. Al- 
though dearer money would dampen American de- 
mand, it would also push overborrowed countries in 
Latin America closer to a break with their bankers. The 
world could then face a crash. 
A less apocalyptic view, and the one we tend to 
: ECONOMIST APRIL 7) 1984 












Even America cannot pile up debts for ever but it 





US trade deficit 
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favour, has similar origins but a duller endinge 
course the United States cannot pile up foreign d 
indefinitely. But it can do so for far longer than 
other country, because foreigners (especially ¢ 
fearing foreigners) want a slice of the last bastio 
capitalism, They will go on buying American trea 
bills, corporate bonds, real estate or whatever 
America’s current-account deficit could stay large 
long time. Even if it cannot rise much more, it cou 
held in check by something less horrible than a cras 

The best way to keep the foreign deficit down is t 
the domestic budget deficit. Realistically, congres 
president will not agree to do so until aft 
presidential election. A re-elected Mr Reagan í 
then push through the spending cuts and tax incre 
that he now shuns; a President Mondale woul 
enough of a politico to take tough steps immediat 
and blame it all on those irresponsible Republicans 


Higher interest, lower dollar or wage cuts 
Markets seldom wait for politicians, however. Sho 
a crash and a budget-cutting deal, three thin 
restrain the current-account deficit: higher 
rates, a lower dollar, and adjustment by A 
industry. All three are happening. Both bond yie 
three-month deposit rates have risen by almost : 
percentage point in 10 weeks. Even though tax br 
on interest payments make American borrowers p 
liarly insensitive to dearer money, demand will 
slow a bit. The dollar’s trade-weighted exchang 
has fallen almost 4% in three months. And Ame 
industry is adjusting: hourly earnings have risen : 
3% in the year to February, an average that inch 
many wage cuts and has comfortably been cove 
productivity growth. On its own, this is restoring’s 
of the competitiveness America lost during the dol 
rise in 1981-83. l 

Slower growth in demand and improving com 
tiveness would gradually moderate the rise in Amer 
trade deficit. That would reassure foreigners tha 
need not abandon the S(inking) S(hip) Dollar, ma! 
a shipwreck even less likely. None of this will be eas 
painless, though. The Federal Reserve will need 
skill to let the dollar slide a bit while raising int 
rates a bit, retaining foreign confidence by refus 
monetise the fiscal deficit. Those American busi 
exposed to foreign competition will need to sli 
more and hold back wage rises. 

As for the Reagan administration, it looks like 
tight and hoping. It should be leading on the 
front. Until it does, may it be thankful for an except 
al chairman of the Fed, the flexible manager 
workers in American industry, and an indulgent: 
With a dash of luck as well, they should avoid a crash. 
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NEEC farm reform that has enraged farmers in 
ally every member country of the European com- 
unity cannot be all bad. If it has opened the way to 
tisfying Britain’s budget complaint when Mr Francois 
tterrand, the French president, pays a surprise visit 
y Mrs Thatcher on Monday, then so much the better. 
tis difficult, at first glance, to find much good in the 
package of price rises and reforms which the communi- 
’s farm ministers agreed to on March 31st. As a result, 
> 1984 community budget will be exceeded and the 
EC will run short of cash even earlier this year than 
ected. In order to spend less on farming, the EEC is 
st spending more. Before concluding that such a CAP 
beyond saving, try to see the herd for the cows. 
n 1984, the community will be spending less than it 
Id have spent on an unreformed CAP. Support 
s——-which the community pays farmers for their 
ducts—will actually rise by less than the rate of 
flation. More importantly, dairy production is to be 
ted by quotas. EEC farmers are producing almost a 
d more milk than European consumers can con- 
Overproduction of milk is the biggest cost in the 
budget (it drank up 30% of community farm 
g in 1983). For the first time since the CAP 
functioning, or malfunctioning, in 1962, the farm 
ters have agreed not to give open-ended price 
port for unlimited quantities of milk (see pages 29- 
Farmers who produce more than their quota will 
wee enalised. This is a welcome step. 
AP’s great flaw is open-ended price support. 


he EEC has taken at least a first step to farm reform 


Each year, farm ministers have. pushed up support. 
levels, usually by more than inflation. Since the com- 
munity’s revenues have grown more slowly than farm 
spending, the agricultural part of the budget now 
gobbles up two thirds of the whole. With high industrial 
unemployment, this pampering of the farm sector was 
no longer tolerable. 

Cutting support prices would be the most efficient 
way of reducing the distortions that.subsidies create. - 


But price cuts would not reduce budgetary costs quickly 


enough—unless they were. so swingeing, say 20%, that 
even the coldest-eyed reformers could not expect farm 
ministers to accept them in one gulp. Effective quotas, 
which should now be extended to cereals and meat, are 
a welcome beginning: It would be much better if quotas 
could then be bought and sold between farmers, as the 
British farm minister would like. __, 

A less expensive CAP should not be the reformers’ 
only aim. High support-price subsidies would be ineffi- 
cient and unfair in themselves, even if there were plenty 
of money in the budget to waste on them. Price 
supports are too low to keep high-cost poor farmers’ 
incomes from falling; but they are quite high enough to 
encourage overproduction by low-cost, rich farmers, 
who do not need subsidies. The next stage of reform 
should concentrate on steadily reducing price subsidies 
for Europe’s 2m or so efficient farmers, and spending 
money—in the form of direct grants—on the 6m or so 
smallholders. Now that Spain and ronan are gug to — 
enter, that change becomes pressing. 




















Britain slipping into a general strike? Has the 
ernment botched a chance to avert one? Those were 
two big questions about the miners’ strike this week. 

ixture is volatile: flying pickets, transport unions 
g (some) coal movements and, sooner or later, 
derieved businessman who will go to court to sue 
se who are damaging his trade. The answers revolve 
und the use, abuse and non-use of the Conservative 
yur laws. Under the 1980 and 1982 employment acts, 
employers and third parties whose business is 
aged by secondary picketing or blockading of their 
ipplies can go to the courts for an injunction, and then 
ure damages if it is ignored. The coal board got an 
netion long since against the Yorkshire area of the 
jers’ union, and the injunction is being ignored. But 


e British government is taking the miners’ strike coolly. There 
ks in that approach, but smaller ones than in taking it hotly 





the board has not asked for damages, reckoning that it 
was winning anyway. Its industrial relations advisers 
argued that pursuit of its legal rights would serve only to 
re-unite the divided miners. The government con- 
curred, preferring to send policemen into action rather 
than lawyers and to wait while regional strikes crum- 
bled and moderate miners piled on pressure for a 
national ballot. 


Foreign observers were not the only ones surprised at __ 


this relaxed view after the scope of the dispute widened l 
on March 29th when road, rail-and, later, seamen’s 
unions joined in with promises to black the movement 
of coal. Four big unions are now involved in action on 
behalf of people who are not their members, and the . 
miners’ union is - still sending pickets to intimidate. 





The results of an effective 
international strategy 
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ite “Creditanstalt has accepted 
the challenge of the future and its Salient figures CREDITANSTALT CABANKING GROUP 
problems will not take us or our AS Increase US$ AS increase US$ 


customers unawares. This is why, in 
the past year, we have intensified 
our strategic planning and made Loans 172.5 +13.3% 
every effort to strengthen our orient- ; 
ation towards future developments” Due from banks 71.7 + 19% 3.70 


From the statement by the Securities 35.8 + 9.8% 1.85 
Chairman, Dr. Hannes Androsch. Deposits 280.3 + 9.7% 14.49 


Fora copy of the 1983 Annual Report b 
please write to the Head Office Public Networth 9.9 +20.2% 0.51 


Relations Department orto one ofthe: Balance Sheettotal 300.9 + 8.6% 15.56 
Branches at the addresses below. 


CREDITANSTALT 


Austria's leading international bank 


Billion over1982 Billion Billion over?1982 Billion 
















+11.7% 
77.4 + 1.9% 400 
48.3 +11.6% 2.50 
341.5 + 9.3% 17.65 
12.2 +22.0% 0.63 
3659 + 84% 18.92 
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Creditanstalt-Bankverein Head Office: Schottengasse 6, A-1010 Vienna. Telephone: (0222) 6622-2149. Telex: 133030. 
z London Branch, 29 Gresham Street, London EC2V 7AH. Telephone: (01) 726 4511. Telex: 894612. 
New York Branch. 717 5th Avenue. New York. NY 10022. Telephone: (212) 308 6400. Telex: 239895/424700. 
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Jack Daniel D Nat Place by the 


AT THE JACK DANIEL | DIS STILLERY we use America’s 


‘finest grain to make the world’s smoothest w rhiskey. 


Our miller inspects each delivery of grain to 
make sure he is buying the best. Then, and 
only then, he takes care to dry it and clean 
it before cooking it in a mash. Our choice 
grain is a good reason why Jack Daniel’s 
has won taste competitions in London, 
Liège, Ghent, St. Louis, Amsterdam and 


loy Ame ” Brussels. And why, we believe, it will 


: z) À Tennessee 
gain your TE no matter where 


:| WHISKEY 
‘ou happen to taste it. Base g i Cope |" r 
you happen to taste it LAAT 
SS = ae 
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a T: ple at places where they themselves have never 
een employed. All these actions are unlawful, but are 
- happening. Is the Iron Lady going to allow trade 
unionists publicly and for long to flout her labour laws, 
: central to all she is trying to achieve? If Thursday’s 
meeting of Nottinghamshire miners delegates’ really 
does lead to the only working coalfield joining the 
` Strike, then the government’s strategy will have failed. 
But that would not meanit played its hand badly. 


Trying to win quietly 






































= -repeat the error of February, 1981, when the govern- 
ment caved in to miners’ threats of a strike against pit 
~ closures. There are two arguments for the measured 
approach. The first is long-term: if the coal board can 
achieve: its objective of running down uneconomic 
mining capacity without dragging the union into head- 
on confrontation with the courts, labour relations will 


argument is not the telling one for this government, 
Gir Ministers have also judged it better tactics to 
let th split miners do the job of running down the 
r them. By refusing to hand a martyr’s crown to 
ur Scargill, the government thinks it has 
improved its chance of seeing him forced into calling a 
national ballot, and losing it. 
_ There are risks in this approach. Even if ministers 
. continue to restrain British Rail, British Steel and the 
coal board itself, some private-sector company will 
sooner or later challenge one or other of the five unions 


about those talks in Peking 


Britain and China have joint custody of what may be 
both the best-kept and worst-kept secret of the day. 
$ Behind a high wall of confidentiality in Peking, negotia- 
r tors will meet again next week for their 12th working 
session on an agreement for the transfer of sovereignty 
over Hongkong. The essentials of the 1997 handover 
from Britain to China have been clear for six months as 
a result of trumpeting by China. Yet the big question, as 
Hongkong’s executive council visits Downing Street 
and Britain’s foreign secretary prepares to go to Peking 
and Hongkong later this month, is whether Sir Geoffrey 
Howe will have anything at all to tell Hongkong about 
its post-colonial future. 

The more he says, the better. The point is that 
confidentiality breeds the opposite of confidence. Jar- 
dine, Matheson, the company which can claim to have 
created Hongkong 140 years ago, blamed unease 
among its international customers for the decision, 
announced last week, to move its nameplate and its 
legal domicile to Bermuda. The “princely hong” would 
obably not have acted otherwise, even if the foreign 
office had told all. But lesser firms and families in 





Cool is not weak. Real feebleness would have been to 


be that much the better in the pits that remain. That: 
‘ble to bet-on winning quietly, by virtue of ordina 


Howe now, Hongkong 


Sir Geoffrey should tell the people who need to know 


now involved. The Institute of Directors is an 
enough about the non-use of the employment laws 
urge the first one of its members hit by the dispu 
hammer the miners’ union in court, if the coal bo 
will not do the job. The miners would lose even an a 
out strike, say the hawks, and the drain of fine 
contempt of court on their union funds would short 
it. By failing to go for an early, legal counter-atta: 
these critics argue, the government has encourage 
other unions to get involved and so increased the ri 
that the dispute will broaden toward a general striki 

But the same four transport unions would have be: 
drawn just as easily into a national miners’ stri 
sparked off by a damages suit brought by the « 
board. Indeed, if they are prepared to back the m 
leaders in regional strikes that many miners plai 
not want, they would hardly have flinched from backing 
a plainly constitutional and ballot-supported nationa 
one. 

Whatever happens, the government has been 


miners voting. If the gamble fails, the consequent strik 
will be no more and less nasty than an earlier one wou 
have been. The government will not win its gre 
victory if five big unions are bankrupted by. fine 
will be more successful if the ordinary railwayn 
lorry drivers, dockers and seamen who belong t 
various transport unions largely ignore their most 
left-wing executives’ wishes.’ Arguably they are mo 
likely to do so while the miners are showing they 
divided too. 


Hongkong are facing similar decisions every day. ‘Tt 
have a right to know whether Britain is buying Ch 
well publicised prescriptions for 1997 and at what pri 
One good reason for foreign office reticence, 
Hongkong nervousness, is that British and Chine 
negotiators are still much farther apart than opt 
glosses suggest. They have not yet settled, for exam 
whether the agreement to be presented to the Br 
parliament and to China’s National People’s Co 
will be a simple statement of principle or will incl 
Britain wants, a detailed commitment to ca 
autonomy with more fine print than any pledges Ch: 
has issued so far. The Chinese, it seems, would ra 
reserve the ground rules of the post-1997 gar 
inclusion in a new Hongkong constitution, with: whi 
Britain, as outgoing landlord, will have nothing todo 
In Peking, Sir Geoffrey can only reinforce Britai 
resistance to signing a blank cheque. In Hongkong, i 
cannot confirm that he has tied China down to the n 
and bolts of self-rule, he should at least spell out 
Britain means to fulfil Mrs Thatcher’s promise that 
deal on 1997 must be acceptable not only to:parliame 























to Hongkong. The question of testing Hongkong Hongkong’s future is taking place all the time. Local 
inion is a sensitive one for China, which claims a businessmen cast a gloomy vote last year when private — 
nique insight into the minds of Hongkong ‘“‘compatri- investment fell by 8% in real terms. Jardine’s voted Jast a 
' and tends to see.any voicing of critical views in the week as other.less celebrated businesses had before 
ritory as a British plot to “play the public opinion them; others will at other points during the rundownto _ 
rd”. This is how local communist newspapers dis- 1997. The 13-year transition to the end of empire means 
missed the recent unanimous demand by Hongkong’s that Britain cannot scuttle away from the results of its 
islative council (legco) for an opportunity to debate bargain with China. It makes a nonsense of: today’s 
997. proposals. But endorsing debates in legco, in obsession with confidentiality. And. it would. make 
ly elected urban councils and among assorted another nonsense of any attempt to push through a deal 
community groups, may well be the least offensive way -that could not stand the test of time. oe co S3 
for Britain to give Hongkong its promised say. Britain understands this all too well, whichis why it is 
The most obvious way—a referendum—is out. China negotiating so hard with China over confidence-enhanc- 
dead set against it (for obvious reasons) and Britain ing fine print. China plainly has yet to ¿grasp the 
© would probably prefer to avoid the risk, however connection between its own political bombast and the 
all, of an agreement-unravelling rejection. Yet what- flight of capital and capitalists from Hongkong. It may 


take more Jardineses to bring this home truth home. 




















1e Iran-Iraq war has shown the need for ` beg Ji 
ter chemical warfare treaty e eA - 


vison gas used in the Iran-Iraq war has already petrochemical manufacturing plant, couldmake this 
some Iranian soldiers; it may kill other people in gas. Iraq has almost certainly made itsownews 
r countries in future because it has disposed of any ` The spread of nuclear weapons may be curbed by 
spect of a new treaty outlawing chemical controlling supplies of their’ key ingredients—plutoni- 
ons. A few weeks ago, the 40-nation Conference um and highly enriched uranium. Chemical weapons 
sarmament at Geneva seemed at last to be getting have no such controllable elements. There are just too 
) a treaty that would ban not only the use of these many chemical warfare agents, and too many ways to 
ons, as the 1925 Geneva protocol does, but also produce their ingredients. For example, potassium 
‘manufacture and ownership. The Soviet delega- fluoride, which was one of the chemicals that the 
ven looked like accepting its provisions for on-site Americans impounded last month to prevent them 
ction——the issue that has bedevilled almost every being sold to Iraq, can be used to make nerve gas; but it 
tol negotiation since 1945. Now this break- was not on any of the Geneva lists. Like other feedstock 
igh looks like breaking apart. chemicals, it also has legitimate industrial uses and 
he ease with which Iraq (or Iran, or both) obtained would be impossible to control. l 
ustard gas, and probably a nerve agent, tabun, as a 
will strengthen the hand of those who argue for Proceed, with eyes open = 0o ce ou re orgia 
e forms of inspection, far in excess of anything Neither the most demanding of the inspection: provi- eo 



































ussians are at present willing to permit. The Iran- sions considered at Geneva, nor any export-control © 
q war is also likely to raise demands for other forms system for chemicals, would have prevented the use of 
enforcement. Until now the conventional wisdom poison gas in the Iran-Iraq war. So is there any point in 
n that international public opinion and possible going on with the Geneva exercise? Yes, but with newly 
on would suffice. But moral suasion has not opened eyes. Vice-president Bush will be putting a new 
in the south-west Asia war. Both Iraq and Iran American draft on the table later thismonth: = 
1¢ 1925 protocol forbidding the use of poison. ` A chemical warfare treaty cannot be expected 
use in their war now stands condemned by the air-tight; the poisons are too easy to make ani 
i ill this condemnation deter [raq’s The most that can be expected of a tr 
i prevention of massive. s e attacks 





to be 
d hide. 

















a bit harder, but any country with the technologi- 
dvancement of, say, Egypt, or with an extensive 





Legal & General Reports 
Increased Profits 


Unaudited results for 1983 of Legal & General Group Pic 





























1983 1982 
Pre-tax profits in 1983 rose 20 per cent Premium income £m £m 
toa record figure of £56.0m. The main eee and life oe ass 
features of the year in the U.K. were the ee E > i 
dramatic increase in life new business and Profit from operations before tax 
- 4 Long-term business 46.8 40.0 
the marked improvement in the general Fond management 52 62 
insurance underwriting results. Short-term business 11 (1.2) 
International business again made an Associated companies 23 12 
important contribution to Group profits, + anc a es 06 05 
with long-term profits, including life profits Profit before tax 56.0 46.7 
from the US.A., adding £15.5m before TK (12.2) (113) 
$ S inorities - (0.3) 
taxation. However, the general insurance bth ac He 
ificu tt after tax ; 5.1 
results =e badly affected by thed It Employee profit sharing after tax (*incl. 1981 payment) (0.7) (1.1)* 
reinsurance market. . ae G ti ae 
* . attribu: e to shareholders 5 ¢ 
f The A prdne ria 0 per- d Shareholders’ dividends (281) (23.3) 
ormance is increasingly recognized an 
demanded by the market for all our Retained profit 15.0 10.7 
products, and this is reflected in the growing pami w 28.46p 2259p 
interest of our customers and the inter- ke- 
Shareholders’ dividends 18.50p 15.50p 


mediaries in our investment approach. 


Analysis of general insurance business results taking into account investment income 
earned on technical reserves. 


Premiumincome Underwriting result Insurance result 















1983 1982 1983 1982 1983 1982 

£m £m £m £m £m £m 

\ 3 United Kingdom 113.4 100.9 (8.9) (13.8) 6.7 1.0 
’ RES i Victory 66.1 53.9 (12.3) (8.2) (4.2) (1.1) 
Restof World 116 146 (3.4) (3.3) (14) (11) 




















191.1 169.4 (24.6) (25.3) 1.1 (1.2) 











The directors have recommended a final 
dividend of 12.5p per share, making a total of , 
18.5p for the year, an increase of 19 per cent. * 
ies of the full Ri & Accounts for 1983 

ill be sent to ae Iders me April 1984 
and delivered to the Registrar of Companies 
after the Annual General Meeting which will 
be held on 16 May 1984. 
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We cover the things you care for. 
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@ 1983 another difficult year 
for Hong Kong and 
Hongkong Land. 





Profits after Taxation 
- Consolidated net profit after 
¿tax but before extraordinary 
items HK$168 million. 
Earnings per share 7.8 
cents. 


Loss Attributable to 
‘Shareholders 

Loss of HK$1,282 million” 
after extraordinary losses of 
~HK$1,450 million. 


Dividends 
Final ordinary dividend of 1 
cent. per share proposed. 





aluation of Properties 
Shortfall of HK$2,904 million 
_arising from independent 

_ revaluation of investment 

_ properties. General 
provision of HK$2,000 
million made against 
‘development properties. 
Both charged to capital 
reserves. | 

















Jardine Mathosnd 






_ basis of dividends received. 


Corrective Action 

= new management team 

=. projects cancelled or 
deferred 

cash needs also reduced 
by disposals 

















portfolio now 4,6. million sq. ` 


Investment accounted for on... 





-Total commercial investment 


ft. 93% let. Exchange Square! 





Hong Kong Club Building 
and Fleet House proceeding 
satisfactorily. 


Food and Hotels 

Both subsidiaries performed 
well. Dairy Farm contributing 
18% and Mandarin 
international Hotels 9% of 
Group profit from operations. 





Operating profit 


distribution 


Non- property 


Interest (net) 
Taxation . 
Minority interests 

























Cash Availability 

— Peak borrowing 
requirement reduced to 
around HK$16,000 
million 

— Total facilities available | 
some HK$22,000 million. | 


Simon Keswick 
Chairman 
Hong Kong, 28th March 1984 














1983 1982* 
: HKE milion 
Investment properties, hotels and food Ka z Chatin 
1,585 0012010 
Properties developed for sale (515) (48) 
Share of profits less losses of associates 
451 394 
Properties developed for sale (219) 57 
(849) (556) 
(288). (232) 
3 (2) 
Profit after taxation and minority interests 468 - B14 7 
a, 31 14) 


Extraordinary items s 


(1,450) 





Loss attribut 


Earnings per share” 
Dividends per share 
Net asset value per share 


against development properties (HK$2,0 
As at31st December 1983, R1 = HK$1T31) 


-Alexandra House, Hor 































Pee FROM QUA SPECIAL CORRESPONDENT IN MEXICO 





came to the help. of the United States 
banks last week by underwriting alast- 
minute loan to Argentina. That it could 
afford to do so is an indication that, after 
only 18 months in office; President Mi- 
guel de la Madrid has turned Mexico’s 


bankrupt economy back into the black. 
More importantly, this successful capi- 
‘talist turnaround has prevented the coun- 
. try’s politics from being sucked into the 
“turmoil. of Central. America. ..Mexico’s 


_ support of Argentina, which would not 


. have been given if the military junta there 
had still been in place, shows that Latin 
‘America’s tentative democracies are at 
least willing to help one another. Hearts, 
‘north. of the border, should be put. at 
ease. 

“Despite cuts in Mexico’s standard of 





ee cha bit of Latin 


living of at least 20% in‘the past year, 
there have been no riots in the streets. 
Frightened by the bloodshed in the tiny 
states to the south:(which most Mexicans 
despise), voters have moved to the right. 
The left has been effectively neutered, 
though by no means silenced. 

The race now is. to turn the statistics 
that bankers applaud—a balance of pay- 
ments surplus, falling inflation, a stock 
market that has out-performed Japan— 
into jobs and growth and, therefore, 
stability. Brazil and Argentina are keenly 
watching how Mexico succeeds or fails in 
this. 

Mr de la Madrid has offset some of the 
pain of austerity by launching a mild 
campaign against corruption. The former 
director-general. of the state oil monopo- 
ly, Pemex, is in jail awaiting trial on a $5 
billion fraud charge. The former police 





chief of Mexico City has also bee 
charged (in absentia) with fraud: ql 
though his salary was only about’ $1,000 
month, he is said to have kept 15.race 
horses and 19 vintage cars at one hom: 
and modelled another, in marble, on 
Parthenon: He had.1,200 servants.” 
Ordinary Mexicans are convinced that 
their government is crooked; they. sa 
they will be certain that Mr de la: Madri 
is honest only if he leaves office at the en 
of his six-year term in 1988 without a tra 
of scandals. Still, Mexicans do not bla 
him for the mess: the culprit is held to 
his much-hated predecessor, Mr José: 
pez Portillo, now in Giray exil 
Rome. 




































Mr de la Madrid’s technocrats and 
canny political operators of the ‘Tns 
tional Revolutionary party (Pri), w! 
has ruled the country in various forms 
55 years. Until recently, it served | 
jobs-for-the-boys agency and many o 
boys slipped a tidy percentage. of 
co’s budget into their own pocket 
across the border. But the new. 
chairman, Mr Adolfo Lugo, is shaki 
the old machine. He said recently th: 
Pri had. been marked by “dogma, fi 
language, outdated structures, opport 
nistic behaviour, traitors, bad leaders. 
bad candidates”. Almost the entire: 
tional committee of the party has | 
sacked. 

One. reason the government has : 
vived scandal and squeeze is that it 
successfully absorbed a potential thr 
from the radical left. Prominent lef 
are allowed to let off steam in sm 
circulation newspapers like: Eb Dia. ’ 
communist-influenced Unified:. Soci 
party of Mexico is permitted to ope 
but has no hope of challenging the 
embracing Pri. Leftist intellectuals. 
given harmiess jobs at the huge nati 
university, which employs about-4Q, 
teachers and officials. 

The government also covers its flar 
from the left by posing as a-frien 
foreign revolutionaries with whom. 
little in common: it maintains full 
matic relations with Cuba; it provides 
home for the. civilian spokesman.of t 
Salvadorean guerrillas, Mr Guillerm 
Ungo; and it aids the Sandinist regim 
Nicaragua. This strategy has an ext 
advantage: Cuba. andthe: Sandinists wi 
not risk losing one of their best Lat 
American friends-by promoting a guerr 
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Richard Casement, who 
‘died in 1982 at the age 
of 40, was the most 4 os 
original journalist of NG 
his generation at The 
Economist. In this 
i; remarkable book are 
collected some of his 








Science and Technology 
section which he created and 
from the rest of the paper. It dis- 
plays the perception, depth and 
humour of his writing. From the 
microchip to the human mind, Casement 
“owrote about complex subjects with a 
‘Wonderful simplicity to achieve essays of 
equal interest to scientists and laymen. His 
predictions of future trends and analyses of 











A BOOK TO ENJOY, 


‘Available at £4.95 from: The Economist, 
Publications Department, 

25 St. James's Street, 

ig London SWIA1HG, England, 
Telephone: 01-839 7000 
















ovement in Mexico. 

government which cuts the living 
ndards of its workers might expect to 
trouble from its trade unions. Not in 
xico. There is only one important 
ion, the Mexican Workers’ Confedera- 
ton, and it has been led for 40 years by a 
Pri stalwart, Mr Fidel Velazquez, now an 
f i The union’s structure 
:¿ it is made up of hundreds of 
ty-based branches which usually fol- 
low the guidance of head office in Mexico 
- In the next round of wage negotia- 
S in June, Mr Velazquez will try to 
at his feat of persuading unionists to 
ept'a big cut in real wages for the sake 
he country. It will be a fundamental 
st of loyalty to the Pri. 

efully included among the austerity 
cies. are some _politically-inspired 
ures designed to limit popular dis- 
at; prices of staple foods are subsi- 
; there is a public works programme 
eate jobs, and some factories have 
helped to survive on a three-day 


Mexico also draws stability from its vast 
ulation. of poor peasants and small 
ders, who have never been counted in 
gross national product. One senior 
fficial reckons that about half the popu- 
on lives in what he calls the “informal 
nomy”’. These people: are resigned to 



























































an added cushion for-the poor and unem- 
ployed: Poor families still tend to be big, 
though many have disintegrated in the 


¿most worried about 

ss; which is insecure and 
discontentedsits savings are beginning to 
run out and many parents cannot pay 
school fees. Opposition to the govern- 
ment is strongest in the cities along the 
American border, where the cost of ordi- 
nary household goods has increased six 
times. 

The middle class is turning against the 
Pri and voting for the small conservative 
National Action party (Pan), which won 
several local elections last year and is 
expected to do well in the big state of 
Sonora next year. The Pan’s influence is. 
negligible but the middle class has no- 
where else to turn: the Roman Catholic 
church has little power in Mexico’s rigor- 
ously lay state, and the army is small and 
non-political. 

Senior economists hope that social 
pressures will ease if the gross domestic 
product increases by 1% this year and 4% 
next year. If the downturn continues, 
however, there will be a fine distraction in 
1986 when Mexico will be host to the 
World Cup. In the words of an experi- 
enced official, the four-yearly climax of 
international football will be “another 
form of social containment”. 












Honduras 


Look, we're a 
democracy 





The coup that ousted Brigadier-General 
Gustavo Alvarez as chief of the Hondu- 
ran armed forces on March 31st has 
strengthened the country’s civilian demo- 
cratic government. It has also reduced the 
danger that the United States might be 
dragged against its will into a military 
adventure against the Sandinist regime in 
Nicaragua. E ; 
Ever since Dr Roberto Suazo Cordova, 
a folksy country general practitioner, won 
the presidential election’ in November; 
1981, General Alvarez had appeared to 
be the real power in the country, Doubts 
grew: about how genuine Honduran de: 
mocracy was. Those doubts are now dis- 
appearing. For the first time. in living 


memory, the Honduran armed forces are - 


subject. to 
leadership. 

President Reagan’s policy of support 
for friendly Central American govern- 
ments, including heavy military and eco- 


the country’s `. civilian 


a life of poverty, marked by occasional” 
ups and downs. The traditional extended 
family, widespread in Mexico, provides- 


~ Panama City to work out-the terms.of a 








































Handcuffs for Alvarez 


nomic aid for Honduras, is now likely to’ 
win more support in the American con- ~ 
gress. Six days before General Alvarez 
was ousted, neighbouring El Salvador 
held a free, if messy, presidential 
election. : 
There were apparently two main rea- 
sons for the move against Genéral’Alva- 
rez: his fellow officers had been angered 
by his high-handed manner; and civilian 
politicians, already worried that he fa- 
voured a “military solution” to end San- 
dinist rule in neighbouring Nicaragua, 
learned that he was conspiring with the 
opposition National party for political 
power. 
His removal seems to have been a joint 
action by the air force chief, Brigadier- 
General Walter Lopez, and Liberal party 
leaders under President Suazo. General 
‘Alvarez, who was bundled into an aircraft 
and flown to Costa Rica, said he had been 
handcuffed “on the orders of and in the 
presence of General Lopez”. oe 
The Honduran foreign minister, Mr 
Edgardo Paz Barnica, hailed“ General 
Lopez as “‘an outstanding figure who is 
young, a convinced democrat, reliable 
and not domineering”. The air force 
chief, who takes over General Alvarez’s 
job, is apolitical. He is a superb pilot who 
has had long assignments in the United 
States and speaks perfect English, 
_ Mr Paz Barnica added that the surprise 
move had improved the: prospects for 
peace in Central America, now being 
negotiated by the five nations of. the 
region and the Contadora group of four 
mediating governments—Mexico, Vene- 
zuela, Colombia and Panama. Three 
commissions, dealing with military, polit- 
ical and economic affairs, are meeting in 





























peace settlement and.are due to hand 
over a draft to foreign ministers on April’ 
30th. ` ote 7 




















Brazil 
The angry hungry 


FROM A CORRESPONDENT IN BRAZIL 


Many of the 30m inhabitants of north-east 
Brazil are starving, but the government is 
reluctant to queue up with the world’s 
poorest nations and beg for food from 
abroad. That would be embarrassing. 
Brazil is one of the world’s largest grain 
exporters. The north-east region’s suffer- 
ing is the result not simply of an act of 
God—although there have been five 
years of drought—but also the failure of 
successive governments to face the under- 
lying problems. 

A sprinkling of rain in March sent the 
north-east’s peasant farmers out into 
their fields to plant. But the crops may yet 
be parched and lost, as they were last 
year. The statistics of hunger are hard to 
come by, but in some areas infant mortal- 
ity is 25%. Almost daily there are reports 
of peasants marching on towns and ran- 
sacking shops, markets and government 
grain silos. 

Sudene, the development office for the 
north-east, is marking its 25th anniversa- 
ry this year, but it has little to celebrate. 
Although it has grown into a huge bu- 
reaucracy, its role has been reduced from 
transforming the region’s social structure 
to handing out inadequate welfare pay- 
ments. Under an emergency programme, 
some 2.7m heads of families are being 
paid about $12 a month—purportedly as a 
wage for working on roads and small 
irrigation dams, but in fact as a minimum 
subsidy for survival. 





PPI 
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Handouts keep Brazilians in line 
THE ECONOMIST APRIL 7, 1984 


Promises to help the north-east have 
been flowing from candidates preparing 
for next year’s election of a civilian presi- 
dent. One has promised the region its 
own ministry. Another has said that six 
ministries should be headed by north- 
easterners. Yet no suggestions of social 
reform have been heard. 

The present government, headed by 
General Joao Baptista Figueiredo, is 
lame and divided. It faces sharp budget 
cuts under the austerity programme 
worked out with the International Mone- 
tary Fund. There is no hope of it putting 
through the $3.6 billion five-year plan for 
the north-east that has been drawn up by 
the World Bank. One of the ideas in that 
plan is a land reform that would enable 
the region’s landless peasants to grow 
enough food for themselves and their 
families. This idea has not been heard of 
since Sudene produced its first plan of 
action in 1959. 


Lebanon 


Why the Maronites 
feel lonely 


FROM OUR LEVANT CORRESPONDENT 


Just when they need unity and strength, 
the Maronites of Lebanon are disunited, 
dispirited and bewildered. Before Leba- 
non spiralled into civil war in 1975, this 
community of Christians—a part of the 
Roman Catholic church, though it has its 
own patriarch—was the dominant politi- 
cal force in the country. It carefully 
preserved the fiction, based on the ques- 
tionable French census of 1932, that it 
was the country’s largest single group. 
Now it is reluctantly accepting that all of 
Lebanon's various Christian peoples 
make up only about a third of the total 
population, and that the Maronites—still 
the largest Christian entity—are far out- 
numbered by the largest Moslem group, 
the Shias. 

In theory, the Maronites have a single 
political alliance—the Lebanese Front— 
built around the Phalange, with its highly 
visible military arm, the Lebanese 
Forces. But two sub-groups stand outside 
the Maronite mainstream. One, consist- 
ing mainly of Maronites in northern Leb- 
anon, looks for leadership to a former 
president of the country, Mr Suleiman 
Franjieh, who in turn generally (but not 
always) looks to the Syrians for political 
guidance. The other is the National Lib- 
eral party of Mr Camille Chamoun, who 
is ardently pro-Israeli. Although the Cha- 
mounists are technically members of the 
Lebanese Front, there is little love lost 
between them and the family which 
founded and still runs the Phalange, the 


=e as 


INTERNA 


Gemayels. Both the Chamouns and the 
Franjiehs have a blood feud with the 
Gemayels, since the Phalange killed Mr 
Franjieh’s son and heir in 1978 and two 
years later nearly did the same to Mr 
Chamoun’s. 

Now a crack is appearing within the 
Gemayel clan. Mr Pierre Gemayel is the 
founder of the Phalange and the father of 
the two most recent Lebanege -pr@si- 
dents—the incumbent, Mr Amin Ge- 
mayel, and his tougher, younger brother, 
Bechir, who held the job for*only three 
weeks before he was assassinated in Sep- 
tember, 1982. When the Syrians this year 
forced Amin to scrap Lebanon’s semi- 
peace-agreement with Israel, the old man 
gave his blessing. But others’ within the 
Maronite establishment were furious— 
especially Bechir’s widow, Mrs Solange 
Gemayel, who as guardian of Bechir’s 
mystique now leads the hardliners within 
the Phalange. She and her supporters 
distrust both her presidential brother-in- 
law and her father-in-law, even though he 
is still head of the Phalange. She is 
passionately anti-Syrian, because she be- 
lieves that Syria organised her husband's 
death. She detests the thought of Leba- 
non bowing to Syrian domination. 

The family split runs through the Leba- 
nese Forces. About three quarters of 
these 8,000 fighting men are “true Ge- 
mayelists”, which means supporters of 
the president and his father. But about 
500 ‘‘Guardians of the Cedars” support 
Solange. So do another 1,500 or so men 
who have had Israeli training. The do-or- 
die faction may have won over Mr Fady 
Frem, the Lebanese Forces’ commander, 
who is in the awkward position of being 
married to a grand-daughter of Mr Pierre 
Gemayel. They warned the president that 
if he conceded too much at the peace, 
talks in Lausanne last month they would 
oppose him politically and, if necessary, 
militarily. When the aged Maronite lead- 
ers nominated a representative to the 
ceasefire committee the young militants 
in Beirut rejected him and appointed 
their own man, who remains in the post. 
Since the Phalange’s political leaders 
agreed to scrap the Israeli pact, a new and 
intransigent command council has been 
set up within the Lebanese Forces. It is a 
direct challenge to Amin’s authority. 

The rank-and-file Maronite is reeling. 
After the Israelis pulled their army out of 
the Chouf hills south-east of Beirut last 
year, the Maronite militiamen who had 
earlier moved into the area were defeated 
by the Druzes, the main inhabitants of the 
Chouf. Now some Christians, but not the 
militia men, are going home to the Chouf, 
under a deal done with the Druzes. Early 
this year the Lebanese army, many of 
whose leaders were Maronites, was 
chased out of the Moslem western part of 
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Beirut. Next, the Maronites’ American 
allies cut their losses and left. Then the 
pact with Israel was abandoned. 

Unlike the Druzes, the Maronites are 
no longer the sturdy, simple mountain 
people they once were. They keep their 
links with the villages in the hills, but 
most of them now form the lower middle 
class of Christian east Beirut and its 
spæading. coastal suburbs. Many are 
rootless young men with the neuroses of a 
minority, and a habit of carrying guns. 
The latter is true of many young Moslems 
and Druzes too; but the Maronite is 
frightened, cooped up in his ghetto, fear- 
ful that his traditional enemy, the Druze, 
is going to get him. 

There are 600,000 or so other Lebanese 
Christians—Greek Catholics, Arme- 
nians, Greek Orthodox. They are far less 
determined than the Maronites to keep a 
Christian ascendancy in Lebanon. But 
the Maronites still make the running. The 
typical Maronite probably knows that the 
old Christian domination is fading, but 
would rather shrink into a Marounistan— 
an enclave of his own, running from the 
port of Jounieh down to east Beirut— 
rather than accept equality, let alone 
subordination, in a Moslem-led Lebanon. 

But even such a Marounistan is unlike- 
ly to come peacefully to birth. The other 
Lebanese communities, with varying de- 
grees of conviction, oppose the partition 
or “cantonisation” of Lebanon. And 
even within a Marounistan there could be 
a violent struggle for the Maronite leader- 
ship between those like Mrs Solange 
Gemayel and Mr Fady Frem and the 
Gemayels, pére et fils. 


India 
Death auction 


Militant Sikhs showed their disdain for 
the Indian government and for their mod- 
erate rivals this week by murdering prom- 
inent politicians and stepping up their 
campaign of violence in Punjab. On April 
Ist the home minister averted a planned 
protest by the Akali Dal party by agree- 
ing to consider amending the constitution 
to meet Sikh demands. But no sooner was 
the week-long campaign called off than 
the leader of the Hindu BJP party in 
Punjab was gunned down in Amritsar. 
On April 3rd, a Hindu member of the 
Rajya Sabha, India’s upper house, was 
killed in Chandigarh. That same day the 
entire state of Punjab was designated a 
“dangerously disturbed area”. 

This latest upsurge of Sikh violence was 
not restricted to Hindus or to Punjab. On 
March 28th a leader of a Sikh temple 
committee in Delhi was shot because he 
had endorsed the banning of the extrem- 
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Pistol packers of 
Jerusalem 


FROM OUR ISRAEL CORRESPONDENT 


Israel blames Syria for the terrorist shoot- 
outin acrowded Jerusalem street on April 
2nd. The following day the prime minis- 
ter, Mr Yitzhak Shamir, said that Damas- 
cus was anew centre of terrorism. Syria, he 
added, “has become our most dangerous 
frontier”. 

The shooting may have had an effect 
on Israel’s policy over Lebanon. The 
Shamir government, with an election to 
fight, had been inclined to go along with 
a widely-held public view that too many 
Israelis were in too much of Lebanon. 
Now it argues that the present lines are 
best to keep the enemy Syria at bay. 

In the attack three Palestinian gun- 
men, all in their twenties, and trained, 
says Israel, by Syrian experts, blazed 
away with sub-machine guns, wounding 
48 people. Four passers-by whipped out 
pistols and shot back. One gunman was 
killed. Another, who was captured later, 
said that they had come to Jerusalem for 
a mass killing—‘‘we didn’t expect to find 
armed civilians”. 





ist student organisation and urged that 
Sant Bhindranwale, the leader of the 
extremists, be deprived of his sanctuary in 
the Golden Temple. On April 1st Sikh 
gunmen reverted to routine killings— 
three women and a child who were at- 
tending services of the Nirankari sect, an 
object of Sikh violence for the past few 
years. The Hindu politician who was shot 
the next day, along with his bodyguard, 
had made the mistake of condemning the 
attacks on Nirankaris and warning the 
prime minister against appeasing the 
Sikhs. 

The MP who died was also a chosen 
target, as a member of Mrs Gandhi's 
Congress party and a friend of the Sikh 
president, Zail Singh. Among the dozen 
people who died in rioting in Amritsar on 
the same day was a policeman who was 
lynched by the crowd. Hindu shops in 
Punjab and neighbouring states shut 
down in protest. 


Sri Lanka 


Beware our 
enemy's friend 





Sri Lanka is working itself up into a war 
psychosis. It sees two enemies: the Tamil 
terrorists, who ambushed some airforce 
men in Tamil-dominated Jaffna last week 
and provoked them into running amok, 
leaving 14 dead; and India, which ex- 


pressed “regret” over the death of the 
Tamils and thus caused official outrage in 
Sri Lanka. The prime minister, Mr Pre- 
madasa, claimed on television this week 
that India was supporting an imminent 
invasion of its southern island neighbour. 

The most articulate man in Sri Lanka’s 
cabinet, Mr Lalith Athulathmudali, has 
been put in charge of a new ministry of 
national security and given sweeping 
emergency powers in the Tamil north and 
east of the country. A national defence 
fund has been established as an exercise 
in mass mobilisation and to finance the 
island’s new effort “to defend our 
shores”. 

“How long can we tolerate this non- 
sense?” Mr Premadasa asked, in a parlia- 
mentary debate set off by an Indian 
report that training camps for Tamil re- 
bels were operating in southern India (see 
next story). The new security minister, 
who doubles as deputy defence minister, 
speaks more coolly about India, making a 
distinction that others fail to make be- 
tween the policies of the Tamils of Ma- 
dras and those of the government in 
Delhi. But behind the ritual bows to 
traditional ties of friendship, relations 
between Sri Lanka and its big sister to the 
north are worsening fast. 

Andsoarerelations between Sri Lanka’s 
Sinhalese majority and the Tamils, who 
were the object of Sinhalese communal 
passions last July. The round-table confer- 
ence which was convened in January to 
devise a way of accommodating Tamil 
grievances has foundered on mutual dis- 
trust and a revival of Sinhalese commu- 
nalism. When the parties reassemble in 
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May, it will be only to perform the last 
rites. One result of the failure at the 
conference table.has been to destroy the 
credibility of. the Tamil parliamentary 
party, the TULF, which for 20 years has 
won more. than 75% of the Tamil vote. 
The TULF took the risk of sitting down 
with.the enemy because it believed presi- 
dential. promises to bring in an Indian- 
mediated plan for greater local autono- 
my. In the. event, even President 
Jayewardene dissociated himself from the 
draft he had worked out with Mrs Gan- 
dhi’s envoy, and his party refused to give 
the Tamils anything at ali. So the real 
winners of the argument are the Tamil 
Tiger terrorists.who will now appear, to 
the million Tamils in Sri Lanka’s- north 
and east, as the only political alternative. 
Mr Athulathmudali is basing his plans 
for a.counter-terrorist struggle on what he 
believes to be the Tigers’ two-stage strate- 
. gy. The first task would be to set off 
disturbances in the north which then 
spread southward. The tinder is drier in 
the south: than it was last summer as a 
result of 22% inflation and mounting 
urban discontent. The second phase 
would be to provoke Indian intervention 
“by convincing India that Sri Lanka means 
to, threaten Indian security by handing 
over its Trincomalee base to the Ameri- 
cans. To listen to Sri Lanka’s prime 
minister this week, andia is. already 
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Afghanistan 
Battle stations 


The United Nations special envoy to 
Afghanistan, Mr Diego Cordovez, went 
to Kabul this week for another round of 
negotiations on a Russian withdrawal. 
There is even less chance than usual that 
he will get anywhere; for the Russians are 
preparing for what looks like one of their 
biggest offensives yet’ against guerrilla 
strongholds. They are~particularly keen 
to neutralise the well organised resistance 
in the strategically important Panjshir 
valley. 

All has been quiet on the Panjshir front 
for the past year. -After two big battles 
there in the summer and autumn of 1982, 
the commander of the local resistance, 
Mr Ahmed Shah Masood, negotiated a 
ceasefire with the Russians. Different 
interpretations were put on the deal. His 
opponents said he had sold out to the 
Russians. His supporters said he was 
giving his: battered valley a breathing 
space. 

In February the Russians asked Mr 

Masood to renegotiate the ceasefire. He 
refused, unless they would agree to: ex- 
tend it to a much wider area: They would 





not, so it has lapsed. In the meantime, Mr 


Masood has managed to reorganise, en- 
large, and re-equip his forces. For in- 


| the Tigers’ other lair 


FROM OUR INDIA CORRESPONDENT 


India’s southern coast has become a 
training ground for Tamil revolutionar- 
ies from Sri Lanka. The’ Indian govern- 
ment has denied it, twice. But ‘Indian 
journalists, practising the. new national 
. Sport of investigative reporting, have 
» Seen and talked to the Sri Lankan guer- 
--Yillas, and photographed them. The re- 
-bels claim to have links with the Palestin- 
“jan Liberation Organisation, the 
anti-apartheid African National Con- 
gress and Zimbabwean groups. 

Some: 5,000 rebels have undergone 
training; of whom a third carry arms. 
These consist of Kalashnikov rifles, sup- 
plied by the PLO, and G-3 West German 

,oYifles, said to have been bought through 
camercenaries in Britain. Retired Indian 
Officers have been hired by the rebels to 
‘give training, and are sometimes paid 
higher salaries than they used to get in 
the Indian army. 
»° “The Tamil guerrillas are better known 
© for bark than bite. At least seven differ- 
Sent groups: keep busy quarrelling with 
sone another. The biggest and best 
* [oy known is the Liberation Tigers of Tamil 
4... Eelam, led by 29-year-old Mr V., Prab- 
g hararan. Next in importance is the Peo- 





ple’s Liberation Organisation of Tamil 
Eelam, led by Mr Uma Maheswaran, 
who broke away from the’ Tigers and has 
since escaped an assassination attempt 
by his former colleagues. There is 
vague talk of unifying th diffe: 
groups, but. clashes o 
ideology have proved t 
‘There is no doubt th 
the sympathy of the people and. govern* 
ment of Tamil Nadu, the ‘Indian state | 
from which the Sri Lanka Tamils origi- ” 
nally came. Some rebel groups operate 
from the .membets’ -hostel of the state” 
legislative assembly. The state go 
ment pretends that there are no-training 
camps. So‘does:Mrs Gandhi. 

The result i is that the rebels can mak 


by Indian law. They are not nos cap e` 
than © ; 


tinue to Po arms and. 
rivalries, they could 
lems for Sri Lanka’s ti 
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guns, compared with es 
ago. Peanuts, perhaps; b ji 
can be effective in the’ 
mujaheddin. “had ‘ 
The Russians are partic ly wo: 


cause Mr Masood’s feats have bee 
scribed.in glowing terms in the west 
press, but also because the valley lies ¢ 
supply route between Kabul and: 
Soviet Union. Groups of muj 
from the Panjshir have.an irritati 
dency to.attack Soviet supply convo 
main roads. This sort of attack w 
prohibited by.the ceasefire, which 
only the valley. 

Partly as a result of these ambus 
shortage. of fuel has hit the Russi 
bits of Afghanistan. Until a few days. 
Kabul’s taxis had been off the:street 



































may account for the fact that the: 
offensive has started so slowly. 
‘But since Maretr Ag there has. 


Oy 
t ordered convoys“ that ärè now on t 
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border to stay there until things calm 
down. Big concentrations of troops at 
either end of the valley are presumably 
waiting to enter it. Mr Masood thinks 
they will: he has ordered the civilian 
population to leave. It may be that the 
Russians are hoping to intimidate Mr 
Masood into renewing the original cease- 
fire agreement. But they are ready to hit 
himghard ifhe does not. 


Angola 
Lights, camera. . . 


The Unita guerrilla leader, Mr Jonas 
Savimbi, has captured much of the high 
ground of public relations during his 
eight-year war with Angola’s Marxist 
government and the 25,000 Cuban sol- 
diers who prop it up. On March 30th he 
once again showed his mastery of publici- 
ty by producing 16 British hostages before 
the reporters and television crews who 
had been escorted to Jamba for the occa- 
sion. Three days later the British foreign 
office offered Unita what it had long 
sought, a kind of recognition, by negotiat- 
ing for the Britons’ release. 

Mr Savimbi, invariably photographed 
in beret and combat fatigues with pistol 
and ivory-handled swagger stick, has 
managed, with South African backing, to 
control much of the south-east third of 
Angola and to operate in the middle 
third. Last month his men overran (and 
held for several hours) Sumbe, about 
halfway up the coast, inflicting heavy 
casualties on government and Cuban 
troops. Unita seems able to seize govern- 
ment-employed foreigners, even in the 
north, and then move them across large 
areas which the government claims to 
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control. The British hostages produced at 
Jamba had been captured in February, 
together with about 60 Portuguese and 
Filipinos, at a diamond mine in northern 
Angola. 

Mr Savimbi knows that he cannot top- 
ple the government. So he is manoeu- 
vring for a role in a coalition government. 
Talking to Britain, which has recognised 
the MPLA government since 1978, may 
help to give him status, even though 
Britain is anxious to point out that it is 
negotiating with Unita only for humani- 
tarian reasons. Mr Savimbi fears that 
Unita might be sacrificed by South Africa 
in an agreement over the future of Na- 
mibia if Angola throws out its Cubans. 
Anti-government guerrillas in Mozam- 
bique were abandoned by South Africa as 
part of the friendship accord it signed 
with President Machel last month. 

So far, however, there is no sign that 
South Africa will rat on Mr Savimbi. The 
ceasefire between South Africa and An- 
gola, which has been in effect since Janu- 
ary 31st, mentions no quid pro quo in- 
volving Unita, and South Africa seems to 
have approved of the publicity given to 
the British hostages. 


Guinea 


Promises, promises 





Sekou Touré’s body was only three days 
in the grave when a “committee of na- 
tional recovery” seized power in Guinea 
on April 3rd. The 18-man junta suspend- 
ed the constitution and the national as- 
sembly, disbanded the sole political par- 
ty, announced that Guineans imprisoned 
by the late President Touré would be 
freed, and promised to “restore 





democracy”. 

The committee chairman is Colonel 
Lansana Conteh, about whom little is 
known. The fact that a middle-ranking 
officer is in charge may mean that the top 
brass have fallen with the civilian rem- 
nants of the Touré government. Colonel 
Conteh told Guineans to go back to work 
and promised to restore telephone and 
telex links with the outside world. At 
mid-week the borders remained closed. 

The military praised Touré’s Africa- 
first foreign policy but said he had presid- 
ed over a “pitiless and bloody tyranny” 
that had “betrayed all our early hopes”. 
Many Guineans, including the 1m who 
fled into exile, will agree, and hope for 
something better. 


The Koreas 
Playing games 


A joint Olympic team for the two Ko- 
reas? Unthinkable. Until last week, that 
is, when North Korea earned a gold 
medal for cheek by picking up a two-year 
old proposal by South Korea and present- 
ing it as its own. But then North Korea 
had also made the same suggestion be- 
fore. The difference is that now both sides 
are saying yes at the same time. 

South Korea has proposed that the two 
meet in their no-man’s land at Panmun- 
jom on April 9th to plan goodwill elimi- 
nation matches, perhaps as early as this 
month. The first joint teams to be chosen 
are for the Los Angeles Olympics this 
summer; next, the 1986 Asian Games and 
the 1988 Olympics, both due to be held in 
the South Korean capital of Seoul. 

The South Koreans, who see a plot 
behind every North Korean proposal, 
reckon that this is another attempt to 
regain the diplomatic ground lost after a 
North Korean bomb shattered a South 
Korean delegation in Rangoon in Octo- 
ber. For the same reason, the South 
Koreans poo-poohed the north’s offer 
last January of three-way peace talks with 
the United States. But the South Koreans 
have since realised that their cool reaction 
then was a tactical error, making the 
north appear the peacemonger. 

There is a precedent for a joint Olym- 
pic team: the combined prowess of the 
two Germanies in 1956, 1960 and 1964. 
And there are precedents aplenty for 
sports leading the way for politics. On 
April 7th a Chinese basketball team ar- 
rives in Seoul to take part in an Asian 
championship. These are the first Chi- 
nese athletes ever to play in South Korea. 
The first Koreans ever to play in China 
did so last month, in a round of the Davis 
cup. They lost. But for South Korea, it 
was a big win. 
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Gold Market, The. medium-to-longer-term outlook for the gold likely that production will exceed demand for some time to come. 
price seems to be reasonable even if U.S. inflation remains low, U.S. 
interest rates remain relatively high, the strength of the U.S. dollar ‘adustrial relations programme. Progress has... been 
persists, andventral banks do not add to their reserves. achieved in equalising service conditions and eliminating racial 
A oo discrimination in work practices. 
Rand gold price and exchange rate. Interaction between the Although the company has not been formally approached by the 
gold price and the exchange rate suggests that future fluctuations of recently recognised National Union of Mineworkers: and the: 
the gold price may be less severe in rand terms than in dollar terms, Federated Mining Union, a policy directed at catering: for. the 
ey ee unionisation of its workforce has been formulated, The policy 
Uranium market. In the absence of significant decreases in embraces the principle of freedom of association, sets Gut the... 
uranium production, stocks of uranium continue to increase substan- conditions regulating access to mine property and. allows. for. 
“tially, The outlook for the uranium industry is rather bleak. It seems recognition based on representation. X MAn 


dfontein Estates Western Areas Hee 
“Operations. Operating profit for the year at R306,1 million was the Operations. Rationalization of mining operations within higher grade” 
» highest ever recorded by the company. areas continued, resulting in an increase in the recovered grade from 4,5 
Earnings per share after tax and capital were 1 367 cents and dividends , SAMS per ton in 1982 to 4,8 grams per ton. 
totalling T 800 cents per share were paid. ., . Production: 1983 1982 
Sita ; | Tons treated — gold 83776000 3768000 
‘Production: rs wrt dey achy vege ts : _ 1983 1982 DOU ace SO » U OHOOO: 510000 
‘Tons treated — gold i 5928000 5411000 Recovery grade — gold (G/t) a AB: o 45 














i piranti ATASE 3299000 2967000 -uranium {kg/t) ` 0,46 0,33 

T Reotyerydrade-gold(gt) oo a o o 5,0 5,0 Fine gold—kg ¥8185° 16923 

vet -uranium (kg/t) o 0,15 0,16 Uranium oxide «ss 282 465 170638 
Fine gold! kg : nee 29639 27055 a 


’ Urdnitinvexide -kg < 491067 462 837° Development. Total metres advanced increased by 5 075 metres to 
: 51 619 metres. Recently improved geological techniques should make it 
possible for development to be concentrated in areas of greater potential 
Development. Development of 57 273 mètres at Cooke Section was Oñ the Ventersdorp Contact Reef in the South Shaft area. 
29% hig er than in 1982, 16 069 metres having been developed at Qe reserves. Total reserves are 5 407 000 tons at an ave grade 
Cooke 0. 3 Shaft Fau i of 7,6 grams per ton. These include 1 037 000 tons of Middle ti ig 
Much has been accomplished on improving the interpretation of the ore at 4,8 grams per ton gold and 0,91 kilograms per ton uranium. 
geological structure in the Cook No. 3, Shak area and on determining the No. 3 Sub-vertieal Shaft. Sinking and lining of the shaft have bee 
distribution of values in this section. completed and equipping will commence shortly, This shaft should be 
? = Wet commissioned towards the end of 1984 and development of areas. 
Ore reserves. Available se reserves iri reased by ark to 9a milod between 83 level and 95 level will then commence. 
tons at an average grade of 9,4 grams per ton of gold and 0,29 kilograms j 
per ton uranium in P ; 8 pS 8 b: Environmental conditions. Sealant lowering of the air 
temperatures underground has been achieved, with a concomitant rise in 


Cooke Seetion. Cooke No. 3’Shaft was commissioned in October OTe and productivity. i 

1983, some 14 months ahead of the original plan. Stoping operations . An annual increase in the volume of water pumped from the 

should reach 150 000 tons per month during:the’ first half of 1985- North Shaft continued in 1983 despite the drought conditions. Capacity. 

Cooke No. 1 and No. 2 Shafts are at present each producing 150 000 to cope with projected pumping Lala be available during the 
additio, pump 








tons ofore per month. last quarter of 1984 when. an station at 41 level is 
: : commissioned. _ Be ae ayy ood 
Doornkop Section. Capital expenditure to bring Doornkop Section Dewatering. o 
into production at an initial rate of 50 000 tons per month in 1987, is  dolomites ove e ae ; : 
i) estimated at R375 million in 1983 terms. dewatering application is successfiil, additional reserves should become 
available, increasing the life of the North Shaft by up to 10 years. K 


Metall . Total installed plant capacity to treat underground ore for 2 z a 

gold was 000 tons per month at 31 December 1983. Work isin 1985; 1 erpomditurg, Paini ezpendiare w = tod to 90 lune 

progress to increase treatment capacity to 550 000 tons per month b TENPO TEROR OW TARON be 10E Ge INO: 

increasing the capability of Millsite Gold:Plant by 50-000 tons per month ` Forward sales. A significant m of the planned gold production 

and by building the Doornkop Gold Plant with a capacity of 100 000 tons for 1984 has been sold forw: The company has : engaged in 

per month. ` : forward sales of currency in respect ofa large portion of its expected gold ` 

Capital E EE and uranium revenue: ae : í 

e . Estimates indicate that R157,0 million will be tioo! pany faces a difficult p 

spent on the Doornkop Section and a farther R72.0 million on the Cooke ofte Nor 2 and No. 8 sub-verueal shaft system and the devclopinent of | 

and Randfontein Sections during the period to 30 June 1985. sufficient ore reserves to provide flexibility of operations. The treatment 
“yate and: wered ca a the r 

Forward sales. The company bas engaged in forward sales of. a i period. hos iig 

currency in respect of a portion of its expected gold and uranium revenue. ema ah neigh oe Se 













Outlook. The gold price obtained in 1983 and the increased flexibility , ER sirman’s review. fi ane contiplete 
of mining operations allow the company to continue with its planned rer EH aA : andek ae Tore ee 
expansions as well as to devote more attention to exploration. Broth ; ‘ 99B Eca ao 
Uranium profits Saring the present twelve-month contract period wil be arnato Brothers Limited, ish opsgate London ECRM » England 
adversely affected by a further reduction in the contract price as.wellas by | _NAME. ss Ps a 
areduced offtake by the consumer. i a ADD. ; 
R is anticipated that the mine’s average recovered grade will increase | R 
marginally as the treatment of surface material is phased out. At the same 1" : 
time, the total tonnage treated will decrease as the additional 

underground ore. replaces. larger quantities of material from surface | 
sotirces. i ee 











Please send me the annual report and chairman's review for 
T] Randfontein Estates Gold Mine [7] Western Areas Gold Mine 
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Disclosed profits of the Group after 

tax rose to £20,923,000 in 1983 
from £15,385,000 in 1982. After 
deducting an exceptional item of 
£6,500,000 in 1983, referred to 
below, and non-recurring items of 

. £2,933,000 in 1982, the increase 
was i6 percent. The Directors 
are recommending the payment 
of a final dividend of 13.5p per 
share which, together with the pay- 
ment made last October, makes a 
total of 16.5p per share, an , 
increase of 10 per cent úver 1982, 





We have consistently adopted the 
conservative policy of providing 
for deferred taxation in the United 
Kingdom leasing subsidiaries on 
the full lability basis. As a conse- 
quence of the recently announced 
phased reduction in the rate of 
corporation tax, ithas been con- _ 
sidered appropriate torelease 
-£6,500,000 from this provision, 
OONA 





in the United Kingdom, operating 
profits of J. Henry Schroder Wagg 
& Co. Limited were higher than 
~ those for the previous year. 
Earnings of the banking division 
declined compared to1982, when 
it benefited from thë large fallin 
interestrates. However, profits of 
`; the’corporate finance division 
were higher, and with buoyant 
conditions in stock markets 
around the world, the investment 
‘division hada record year. 
Schroder Assurance and 
Investment Holdings Limited 
performed wellas did Schroder 
‘Investment Company Limited, 
whose capital profits compared 
favourably with 1982. The contri- 
bution to Group profits of Schrader 
Leasing Limited continued to be 
significant, even before taking 
creditfor the release of deferred 
taxation referred to above. 
ERENT AEE REMAINS IATA ESTO 





¿Profits of our United States 
companies were higher than in 
1982, after taking into account 
loss of interest and provisions 


The Earl of Airlie, 
Chairman of Schroders plc, reports on 1983 


against sovereign and commer- 
cialrisks. The policy of con- 

taining the growth of commercial 
lending was continued, and asa 


result capital ratios were improved. 


Trust activities enjoyed significant 
growth while investment banking 
operations continued to con- 
centrate on servicing the flow of 
overseas investment funds into 
the United States. i 
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In Europe, J. Henry Schroder Bank 
AG, Zurich, generated record 
profits. Netinterest income rose, 
as did commissions froomiending 
and income from foreign 
exchange and bond dealings. 

The investment division expanded 
its portfolio managementand 
trading operations, together with 
its underwriting and placing 
activities, particularly for Japanese 
borrowers. 


CERT LET NEO RCO TEED, 
‘Snntetaeerniinnvanannnttttntertmenesnmuninunintanetiinittichnnnaraa 


In Australia, trading conditions for 
the Schroder Darling Group in the 
year to 30th June, 1983 were diffi- 
cult and net profits were materially 
lower, However, itis anticipated 


that the net contribution for the 


yéar to 30th June, 1984 will be 
substantially higher than in the 
previous year. 

ALOE ELE RSET ET IT TNT TE NE EEA, 





Despite the uncertainties of the 
past year in Hong Kong, the 
earnings of Schroders & 
Chartered Limited were well in 
excess of those of the previous 
year, SchroderAsia Securities, 


“which conducts a stockbroking 


business specialising in Far East 
securities, expanded rapidly, 

We aim to develop this company 
further and in particular te increase 
its research capabilities andits 
involvement in the distribution 

of stock to major institutional 
investors. Ourassociated 
company, Singapore International 
Merchant Bankers Limited, 
produced record results in each 
division, and profits were substan- 
tially higher than in the previous 









year, while in Japan our business 
continued to grow atanencourag- ` 
ing rate and earnings increased. 











1983 was another difficult year for 
Latin America. Following the sub- 
stantial provisions made in 1982 
by Group companies in respect of 
Latin Americanexposure, we 
thought it prudentto increase 
these materially in 1983, because 
of the higher exposure arising 
from our participation in the | 
reschedulings of the foreignidebt © ra 
of certain of the countries in the 
region, and to reflect a reassess- 
ment of certain risks. f 
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The Group was able to benefit ` 

from the strength of securities 

markets around the world, and : i ; 
fee-earning activities were partie Go 
cularly successful. On theother y 
hand, our prudent provisioning © 

policy contributed to lower” 

earings from commercial 

banking activities. 





One.consequence of the struige.: 
tural changes taking place inthe’ ». 
financial sectoristhatan ability to“ 
market and execute financial: .. 
services ona global, integrated ~ 
basis will become an increasingly’. 
important competitive factor, 
Schroders is especially well- 
positioned to achieve this;thanks. 
to the significantinvolvementin = 
majorfinancial markets thatwe. ` 
have achieved around the world... 
In order to exploit this advantage 
more effectively we have: 
appointed five executives as | 
Group Managing Directors with 
world-wide responsibilities for the 
Group's principal areas of activity. 








Confidence nour business is. 
founded upon the high quality of 
our staff around the world: Their: 


_ talents and hard work wer again 





proven last year andi shoul i 
tothankthern for all their etfc 








Group Companies, Associates and Representative Offices in; 
Australias Bermuda. Brasi- Canada- Cayman Islands- Channel istandis< Colombia: Germany Honig Kong 
Japan- Lebanon- Singapore- Switzerland. United Kingdom and United States of Ameca cy 

you would like. a copy of the Report and Accounts, please writeto: 


The Secretary, Schroders ple, 120 Cheapside, London EC2V 605. 
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The EEC slaughters 


a sacred cow 


For the first time since the common agricultural policy (CAP) began 
wona 22 years ago, the community’s farm ministers have agreed not 


milk. Two c 


dairy farmers open-ended subsidies for producin 
quanthios 


As the Frenchman who tried to register a 
cow with his local unemployment agency 
must have bitterly realised, the years of 
subsidised plenty are probably over for 
the EEC’s 8m farmers. This is why they 
protested so loudly after March 31st when 
agricultural ministers pushed» through 
their first-ever package of proper reforms 
and cut the level of the community's 
common farm prices by 0.5%. The farm- 
ers cannot have been really surprised at 
the contents of the deal, announced by 
the French minister of agriculture, Mr 
Michel Rocard, at the end of the fifth 
lengthy farm meeting in as many weeks. 
The package had all but been agreed at 
the summit 10 days previously, only to be 
put off once more by failure to agree on 
the British budget problem. 

This first step towards restraining an 
out-of-control farm policy is welcome, if 
long overdue. The reform—which relies 
on production quotas—is not ideal. As a 
way of running a sensible farm policy, 
quotas are less efficient than cutting farm 
support prices. And they are no better at 
helping poor farmers who need aid, and 
who do most of the milk-dumping and 
truck-burning. The CAP’s folly is to sub- 
sidise over-production by rich farmers, 
while neglecting the smallholder. Long- 
distance reformers will want a combina- 


Price changes for the 1984-85 
farm year 


% Change % Change 1984 


inecus in national inflation 

currency forecast 
W. -0.6 -0.6 2.8 
Britain -0.6 -0.6 5.3 
Holland —0.5 —0.5 2.0 
Denmark =0.7 +1.5 4.9 
-0.6 +2.7 7.8 
—0.6 +2.7 5.8 
Luxembourg -0.5 +2.8 7.4 
France —0.6 +5.0 7.1 
Italy -0.4 +6.4 11.0 
Greece +0.4 +17.6 19.8 





eers for the EEC’s return to the rea 


unlimited 
al world. 


tion of quotas, price reductions and direct 
income support. But quotas are still the 
best immediate step because they reduce 
budget costs of the farm policy quickly. 

The farm deal may have opened the 
way to a settlement at last of Britain’s 
budget complaint (see box on next page). 
Mr Frangois Mitterrand is making a sur- 
prise visit to London for talks with Mrs 
Thatcher on April 9th, carrying new bud- 
get proposals. If their meeting goes well, 
formal agreement might be reached at the 
foreign ministers’ meeting in Luxem- 
bourg the following day. 

The biggest change brought by the 
agricultural reform will be in the dairy 
sector. The EEC’s milk production, 
which topped 103m tonnes last year, will 
be cut to 99.2m tonnes in 1984 and 98.4m 
in 1985. There it will be pegged for a 
further three years. Ireland, whose dairy 
industry accounts for 9% of gnp, is to get 
a special dispensation. Production ceil- 
ings or quotas, already applicable to su- 
garbeet, have been extended to other 
surplus sectors such as cereals, certain 
oilseeds and processed tomatoes. To 
staunch the wine lake, new plantings of 
vines have been banned until 1990. Vari- 
ous production or consumption subsidies 
in the livestock, butter, fruit and vegeta- 
bles sectors have also been reduced. 

Eager that their own farmers should 
not be the only ones to take cuts, the Ten 
are lining up for an attack on their outside 
suppliers. The EEC wants the Americans 
to cut back exports to Europe of cheap 
feed substitutes and New Zealanders to 
send even less butter. It also wants to cut 
beef imports and to fix minimum import 
prices for lamb and mutton. 

Another big change is the phasing out 
over four years of monetary compensa- 
tion amounts (MCAs). Their original 
purpose was to maintain community-wide 
support pricing by dampening the effect 
of changes in the parities of national 
























Rocard the reformer 


currencies when governments failed to — 
adjust the “green” or farming rate. 
MCAs distort farm trade within the com 
munity by subsidising farmers in 
currency countries and taxing farmers in 
weak currency ones. As a result, they 
gave a sharp competitive edge to Wes 
German farmers, particularly again: 
French and Italian competitors. Positive 
MCAs (those paid to strong-currency $- 
countries) are difficult to eliminate be- 
cause they act as subsidies. Negative 
MCAs are easier because they act as taxes 
which the victims in weak-currency coun- 
tries are glad to be rid of. x 
Friday’s changes will expose farmers in- 
countries with positive MCAs—West 
Germany, Holland and Britain—to the 
full impact of the price cuts. But in weak- 
currency countries, the price cuts agreed 
to on Friday become price rises, ranging — 
from 1.5% for Denmark to a hefty 17.6% 
for Greece (see chart). The result of the 
MCA changes is to turn the apparent 
0.5% cut in ecus into an average rise © 
3.2% in national currencies, which a 
the ones farmers get paid in. The individ- 
ual price changes take account of each 
country’s agricultural strengths. The Brit 
ish figures, for example, reflect the mean 
price changes for Britain's main farm — 


trong 


eee a common farm policy i 

Toei nant? Rome. Judged against these, the CAP h 
Close to ag reement : À not been a.total failure, despite its cuck 
ooland reputation. The five aims wete'to: 
@ increase agricultural productivity 
@ guarantee a fair standard of living to 
farmers 
@ ensure security of supply 
@ stabilise food markets 
© maintain reasonable consumer prices 

The CAP has achieved the first: three. 
In the past decade, it has pushed up 
production per acre by an annual average 
of about 2%. It has helped sustain farm- 
ers’ living standards, although not evenly 
(big farmers such as cereal growers in the 
Paris basin or on the prairies of East 
Anglia profit most) and not during reces- 
sion. Earnings have sagged less than'they 
might have because the number of those 
employed in agriculture has dropped 
from 12m in 1970 to 8.2m in 1982; The 
CAP. also has made the community self- 
sufficient in practically all farm goods that 
itean grow itself, oe 
` As for- stabilising markets, it has. 
achieved this only in one sense: the com- 
munity has: avoided big swings in world 
food prices. This'is not to be scoffed at. In 










FROM OUR BRUSSELS CORRESPONDENT 






Britain get back next year? At the sum- 
If there is no agreement on Britains mit nine countries offered £600m. Mrs 
budget payments at the EEC foreign Thatcher demanded £750m (though she 
» ministers’ next meeting, in Luxembourg agreed to £600m for 1984). The signifi- . 
on April 9th-10th, it will be because the cance of the 1985 rebate is that it will act 
» political will is lacking. Some past fail- as the starting-off point for 1986 and 
_ @res tqagree have been because of the subsequent years when the corrective 
complexities of the issues concerned. mechanism is in force. 
But the EEC commission has produced a Whatever net payment Britain makes 
guide—handed over to the Ten’s finance in 1985 will be calculated as a proportion 
ministers in Luxembourg on April 2nd—- of gdp. This payment will be the main 
< which should ensure that everybody un- basis for assessing its contribution in 
derstands clearly what is at stake. subsequent years. The other basis will be 
On the agenda will be the corrective its relative prosperity (measured as gdp 
mechanism—jointly devised by France per head) which will ensure that Britain’s 
-and the EEC commission, and agreed in share of payments will rise if it becomes 
principle at the Brussels summit—which richer, but will fall if it becomes poorer 
will be applied to excessive national in relation to the other members. There 
‘contributions from 1986 onwards. So far is also a provision, known to British 
s Britain is concerned, the key will be officials as a surcharge, for Britain to 
he gap between its share of total Vat bear a proportion of additional expendi- 
_ payments to the EEC (currently 21.1%) tures. This is to ensure that Mrs Thatch- 
id its. share of allocated spending er and her successors remain interested 
13.36%). In 1983 the difference worked in cutting costs in the EEC. What re- 
t at 1,680m ecus (nearly £1 billion). mains to be settled is the vital question of 
How much of this £1 billion should the size of the 1985 rebate. 

























































: wheat, barley, sugarbeet, milk, 
» pork and mutton. In all countries 
s take a drop in real earnings when 
price changes in national currencies 
compared with forecast 1984 inflation 
tes. British farmers suffer the largest 
Il (5.9%) and French ones the smallest 
1%). 
For a reform package, a big snag is that 
will cost (not save) money in the short 
run. Spending is not expected to start 
coming down for at least two more years. 
package will cost the EEC budget 
ecus it does not have this year and 
1.4 billion ecus in 1985. Even without this 
tional outlay, farm spending this year 
réady running over budget. The bud- 
et is currently pressed against its permit- 
ceiling—nobody knows as yet where 






















most. For them, this misdirected charity 1973-74, the CAP was a buffer against 
was.a golden spur to over-production. even higher. prices abroad. And: world 

As farm production soared, so did the prices could soar again. But in an equally 
cost of price support, sometimes geomet- important sense—keeping supply in step 
rically (see chart below). In 1983, an 8% with demand—the CAP has seriously 
average increase in farm prices resulted in unbalanced farm markets. Surpluses are 
a 28% increase in farm spending. Because _ now built-in: The result of all this is that 
farm production was growing faster than food prices are far higher than they need 
the EEC’s revenues, the CAP share of be. Take two of the community’s most 
the budget rapidly grew—to two thirds of important home-grown commodities: 
the total. The EEC will run out of cash to butter and wheat. Butter prices are 50% 
pay for even its mildly reformed CAP higher than on world markets and wheat 
later this year. prices-are 33% higher: 

But even if there were money to pay for Simple price theory would: have pre- 


the CAP’s extravagance, open-ended dicted this failure. Fixing prices is almost 
price subsidy would be a waste interms of bound to keep supply and demand out of 
the CAP’s own aims. The original mem- balance. Price is meant to change when « 























bers of the community set out the aims for supply and demand do not match. And, gu 














extra money will come from. If well- 
Jlayed, this could be a powerful tactical 
d for countries, like Britain, that want 
further reform. 






Paying more... to keep fewer farmers... unhappy 


Numbers employed 
in agriculture 
The Ten 


















What went wrong? 
system of subsidies, the CAP’s worst 
wis its-open-endedness. For storable 
‘oducts such as milk, cereals andmeat, 

EEC has until now undertaken to pay 
armers a guaranteed price, regardless of 
juantity. There is a variety of subsidiary 
ielp.to farmers, but 95% of the farm 
udget goes on farm support prices to 
rap up farmers’ incomes. Support levels, 
until this year, were invariably set higher 
han they need have been, in the name of 
he poor, inefficient farmer. And, by the 
rverse logic of the CAP, it was effi- 
low-cost: farmers: who. benefited 
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Our private banking service is so confidential, 
we don’t want to talk about it here. 


Yes, I'm interested in your personal financial management service. Please have 
one of your international specialists contact me. 


Name. 
Address City 
Country 











Phone 
Mail to your preferred location: Boston: Patrick R. Wilmerding PO, Box.1673, Boston, MADZOS 
Houston: Reseed Pac, PO PO. Box 61606, Houston, TX 77208: London: Willam Bell 31 Lowndes Suet, 
London SWIXOHX: Los Any ngeles: Robert Chipman, PO. Box 71447 Los Angeles, EAO : 
Luxembourg: | ean Lefranc. OO. Box 200, Luxembourg Cing Luxembourg: Miami: ‘ete Mi a 
3350. Miary. FL 35101: Montevideo: Mar lo nhel Casi 
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AMERICAN EXPRESS 


American Express 
International Bankiog Corporation 





» American Argentina Cayman Germany Indonesia Lebanon Pakistan Switzerland United International 
E Austria Islands Greece Italy Mexico Panama Taiwan Kingdom Headquarters: 
Bank offices; Bahrain Chile HongKong Ivory Coast Monaco Philippines Turkey Venezuela American 
Bangladesh Denmark India Japan Netherlands Singapore United Arab Express Plaza 
Brazil Egypt Korea Spain Emirates New York 10004 


France Sri Lanka 








In international banking 
and personal financial 
services, our name 
makes a difference. 


The difference lies, first, in the scope of 
services American Express Bank offers— 
unmatched by any international bank. 

There's a difference, too, in the exper- 
tise with which each service is provided, 
| and in the caliber of our service as well: 
i. swift, confidential and highly personal. 
e American Express Bank combines the 
` expertise and resources of two respected 
| international banks—American Express 
International Banking Corporation and the 
Trade Development Banks. Our $13 billion 
in assets and 85 offices in 39 countries pro- 
vide an unparalleled depth of experience, 
resources and security. 

We offer you the finest in private 
banking and personal services, including 
international Gold Card® privileges and 
travel services. ..a wide range of asset 
management services. ..trust and custody 
services. ..and something more: a link to the 
worldwide financial network of American 
Express Company. 

Through this financial network, you 
have access to trading in U.S. equity 
securities, bonds, commodities and invést- 
ments in real estate. This important link 
offers you more ways to protect, manage 
and increase your assets. 

American Express Bank. For the inter- 
national banking client, our name makes a 
world of difference. 


For information, contact Brian Lendrum, 
Vice President, American Express International 
Banking Corporation, Connaught Centre, 28th Floor, 
Connaught Road, Central (GPO. Box 3), Hong Kong 
Telepbone (05) 212608 








International Trade Argentina Monaco Trade 2, place du Lac i 
Agency, Florida Devel ent Bahamas Panama Development 1204 Geneva Amer ican Express Bank ' 
999 Brickell Ave. Bankoffices: Brazil Switzerland Bank, Geneva Switzerland . . 
Miami, Fla. 33131 Prance United Head Office: Global Financial Network 
Greece Kingdom 


Luxembourg Uruguay 


‘a 


inhun 


PEOPLE ARE TO IRELAND 
AS OIL IS TO TEXAS. 









The Irish. 
:urope's youngest and fastest-growing population Educated, talented, 
lexible, innovative. 

Ireland. 
à member of the European Common Market. Noted for its favorable 
fovernment attitudes towards business. The most profitable industrial 
dation in Europe for U.S. manufacturers. 


‘eland, Home of the Irish. The young Europeans 


DA Ireland & 


IDUSTRIAL DEVELOPMENT AUTHORITY 


he Irish govemment's industrial development agency has offices in DUBLIN (Head Office), 
21:(01) 686633, LONDON (01) 629 5941, TOKYO (03) 969 7691, HONG KONG (5 )939637, 
YDNEY (02) 233 5999. Offices also in Cologne, Stuttgart, Hamburg, Munich, Paris, Amsterdam, 
Openhagen, Milan, New York, Chicago, Houston, Los Angeles, Cleveland, San Francisco, 
oston, Fort Lauderdale, Atianta 


REPUBLIC OF 
IRELA! 
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“WE'RE THE YOUNG EUROPEANS’ 












by changing, the new price should correct 
the imbalance. By choosing to support 
farmers by fixing high prices, the commu- 
nity made it virtually impossible to pro- 
vide consumers with food at reasonable 
prices. 

These distortions might have been 
more tolerable if they had been less unfair 
on farmers themselves. But farm price 
supports have also undercut a sixth, un- 
spoken, aim of the farm policy—support- 
ing peasant farmers, mainly in the Medi- 
terranean and southern Germany. This 
was partly to provide rural welfare, and 
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On the breadline 


partly to control an inevitable surge of 
people from the land to the cities. Some 
of that was achieved, but today the CAP 
gives such farmers little extra help. 

Only about a quarter, or 2m, of the 
community’s farmers are on efficient, 
modern farms. On their own, these could 
probably provide the EEC with all the 
food it needs. The other 6m are ineffi- 
cient smallholders. The less money spent 
on price subsidies, the more could be 
freed for direct grant aid to poor farmers 
who need it. The present inequity is hard 
to avoid in a price-support system. Small- 
holders are paid the same per bushel as 
agribusinessmen. But larger farms are 
able to achieve economies of scale, mak- 
ing their acres more profitable. 

On top of this, the price support system 
causes haphazard and unfair transfers of 
real resources from country to country 
inside the community. Foods in the richer 
north such as milk, butter, cheese and 
cereals are more heavily subsidised than 
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Mediterranean products. According to 
studies by the Institute of Fiscal Studies in 
London and by the British ministry of 
agriculture, one farm economy which has 
done particularly badly out of the CAP is 
Italy’s, despite the fact that, with 
Greece's and Ireland's, it is the neediest. 
Why? 

Though Italy gets the second biggest 
share of agricultural aid from the EEC, it 
is also the biggest importer of north 
European foods. In 1981, some 13% of 
Italy’s jobs were in farming (as against 
8.4% of France's and 2.8% of Britain’s); 





and more than two in three of its farms 
were five hectares or less. Inequitably, 
rich Denmark and Holland have benefit- 
ed most (along with poor Ireland). 

The example of Italy is important. 
Unless subsidies for northern foods are 
reduced, it will be difficult to say no to 
subsidising Mediterranean goods. With 
Spain and Portugal set to join, any widen- 
ing of price subsidies has to be resisted. 


Scrap the whole thing? 

The CAP, in short, produces too much, 
favours the richer farmers, and leads to 
haphazard resource transfers between 
EEC countries. Among non-farmers pa- 
tience with the CAP is low. In Britain, 
where it was never high, it is almost 
exhausted. Why fiddle? Why not scrap 
the CAP and start again? 

There are alternatives. Deficiency pay- 
ments, for example. Farmers sell goods 
for what the market will pay. If prices are 
low, farmers’ incomes are topped up with 


EUROPE 


government subsidies. This sort of sys- 
tem, with low consumer prices and low 
import barriers, is what Britain had in the 
postwar years before it adopted the CAP: 
The trouble is that deficiency payments 
may be relatively cheap for a country that 
imports a lot of food. But if deficiency 
payments were set so high that the EEC 
remained largely self-sufficient, this 
would be costly and might alsé mean 
more paperwork. The Americans have 
used variants of acreage set-asjdes, but 
these are also expensive. They probably 
would not fit Europe’s conditions. And 
the Americans have only partly solved 
their surplus problem. 

This is not to say that more radical 
reform is not desirable. It is. But it should 
aim at the right target: not high farm 
budget costs themselves, but farming in- 
efficiency and unfairness. In the longer 
run, the CAP should be remade so that 
big, labour-efficient farmers are left to 
fend for themselves in the market, and 
smallholders are subsidised directly with 
income support, though not forever. That 
does mean restricting, if not dismantling, 
price support. But this is not going to be 
done overnight. For the moment, achiev- 
able reform means working with the pre- 
sent framework of the CAP, not reinvent- 
ing it from scratch. 


The price puzzle 

Since high support prices are the villain, 
the obvious solution is to cut them. In 
time, this would remove market distor- 
tions and cut budget costs more efficiently 
than production quotas would. Why did 
the farm ministers choose quotas? Farm 
experts in Brussels advance three reasons 
why price cuts would not cut budgetary 
costs quickly enough. Firstly, price cuts 
would have to be far deeper than govern- 
ments have so far been ready to dream-of. 
According to the EEC commission milk 
prices would have to be cut by 12% to 
remove the milk surplus. A more realistic 
figure would be nearer 20%. Farmers 
could offset smaller cuts by increasing 
output. And the community would still 
have to bear other costs of excess produc- 
tion—storing surpluses and subsidising 
exports. A small reduction in support 
prices, in other words, might increase 
farm spending. 

Secondly, the commission argued, low- 
er prices would not bring less production 
if farmers costs’ fell. The cost of produc- 
ing an extra gallon of milk is the cost of 
feeding the cow. Many European cows 
now eat cheap American soyabeans. The 
commission, slyly, wanted to tax soya- 
bean imports (to raise European farmers’ 
costs, and, as a side effect, raise EEC 
revenues). But the Americans, who sell 
$4 billion worth of soyabeans to commu- 
nity buyers each year, were furious and 


35 












_ threatened to retaliate. So the community 
_ backed off. 

Thirdly, the price mechanism has been 

_ further distorted by monetary compensa- 

= tion amounts. One result of abolishing 

= MCAsis that the Deutschemark will from 

= now on effectively replace the ecu as the 

= “green” or farming currency. Every rise 

the Deutschemark’s value will be a 

ce fór governments to increase farm 

p. prices in their national currencies. This 

- will mean, that farm prices can be raised to 

a the maximum when currency parities 

_ change. And this in its turn will make it 


Carving the CAP 


CAP payments by crop: 
1983 












Total: ecus 15°5bn* 
Milk products 30-3 










Beet & veal VE 
Other 24-0 


3 even less likely that downward pressure 
= On prices will produce large or easy com- 
_ munity budget savings. 
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The trouble with quotas 
__ Farmers respond to quotas by taking land 
4 out of production. Working two acres of 
‘land does not cost twice as much as 
~ working one. The second acre of land 
costs less per unit of output than the 
average of the two acres together. The 
addition of a second acre increases overall 
 profitability—the difference between 
_ purchase price and costs. In other words, 
_ quotas act as a disguised price cut. Are 
_ they then the same? 
No, because quotas tend to freeze 
_ inefficient ways of producing goods which 
of subsidisation has encouraged. If 
_ a farmer with a quota of 100 tonnes of 
_ wheat discovers a way of producing 150 
_ tonnes for the same cost, he cannot sell 
F the extra 50 tonnes by taking a share of 
-the market away from less efficient com- 
_ petitors. If a farmer whose fields could 
Support 100 cows now has only 50, and is 
given a quota of 50 cows, his land may 
= Stay underproductive, even if his neigh- 
bours are reducing their herds. This ob- 
_ jection could be partly met by allowing 
farmers to sell some of their quotas to 
_ other growers. 
Quotas are not unknown in the EEC. 
_ Sugar has always been “controlled” by 
«86 
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Self-sufficiency 
index 1978-81 averages 
100 = self-sufficiency' 
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quotas but the ceiling is so high that it has 
had almost no effect. “Guarantee thresh- 
olds” (commissionese for quotas) on milk 
and cereals, the two largest items in the 
farm budget (accounting respectively for 
30% and 16% of all farm spending in 
1983), were imposed in 1982, though the 
ceilings were above production in that 
year. 

Quotas can be dodged. The 1982 milk 
quota was a fake. A 112m tonnes cereals 
quota is in effect but ineffective because 
this level is higher than current produc- 
tion. But just to be sure that production 





CAP payments 
by country:1982 











Total: ecus12-4bn 


France 23-0 
Eere Belgium/Lux 4'3 


Denmark 4:5 
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Bi Giant 5:6 
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+ Excluding MCA payments EEC production over consumption 


will not be cut, farm ministers have decid- 
ed that the quota should be raised by the 
amount of cereal substitutes that are 
imported. These many dodges and quali- 
fications do not mean that the CAP is 
beyond reform. What it does show is that 
reformers can never afford to relax. 


West Germany 


The big Apel comes 
to West Berlin 


The Social Democrats are beginning a 
year-long battle to regain control of West 
Berlin from the Christian Democrats who 
won the city in 1981. As candidate for 
mayor they have chosen a well-known 
leader from the centre-right of the party, 
Mr Hans Apel. He was finance and then 
defence minister in Mr Helmut Schmidt’s 
coalition government, which fell in 1982. 
His party’s hope is that in the West Berlin 
election next March he can win back its 
former supporters who have drifted away 
from the Social Democrats either to the 
right or the left. 

The present mayor, Mr Eberhard 
Diepgen, a Christian Democrat, took 
over earlier this year, when Mr Richard 
von Weizsäcker left to become West 
German president. The Social Democrats 
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Apel bites the left 


were delighted with the change. Mr Diep- 
gen looks colourless by comparison with 
his predecessor. 

Some Social Democrats on the left of 
the party are ùnhappy with Mr Apel. He 
refused to vote against the deployment of 
new Nato Pershing-2 and cruise missiles 
at the Social Democrats’ special confer- 
ence last November. Mr Apel has little 
patience with the anti-nuclear Alternative 
List party in West Berlin (the local equiv- 
alent of the Greens). And there are 
worries too that the outspoken Mr Apel 
may reopen the party wounds left after its 
disastrous defeat in West Berlin three 
years ago. 

Berliners are wary of high-flying party 
leaders. Twice in the past two years they 
have been deserted by leaders attracted 
by national politics. They are still irritated 
that Mr von Weizsäcker, who promised 
before becoming mayor to stay a full 
term, turned his back on Berlin for the 4 
presidency. Mr Hans-Jochen Vogel, who 
was mayor before him, quickly left Berlin 
after his defeat in 1981 to become leader 
of the Social Democrats in the 
Bundestag. 


France 


Hoots from the 
gallery 


FROM OUR PARIS CORRESPONDENT 


Once he makes up his mind, President 
Mitterrand is a hard man to budge. Con- 
vinced that he has come up with the right 
strategy, he seems unconcerned by his 
government’s present unpopularity. At 
his first full-scale press conference for 22 
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months in Paris on April 4th, he did not 
bend to Communist attacks, Socialist un- 
ease or trade union outcries over the 
government's industrial policy. Instead, 
he is making a personal crusade of the 
drive to modernise industry, encourage 
new technology and cut manpower in the 
chronic state-owned loss-makers in steel, 
shipbuilding and coal. French presidents 
generally delegate such matters to their 
prime ministers. But at his press confer- 
ence Mr Mitterrand said that the push to 
make France’s industry internationally 
competitive would be his chief field of 
action. 

The Communist party leader, Mr 
Georges Marchais, makes no concessions 
to tact in his public attitude to the presi- 
dent. In a television interview on April 
2nd, he called the new industrial policy 
and the longer-running austerity pro- 
gramme “tragic”, “negative” and ‘“‘dra- 
matic”. However, the Communists con- 
_ tinue to resist pulling their four ministers 
out of the government. They are still 
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Protesters try to derail austerity 


hoping that by working within it they may 
pull Mr Mitterrand back towards his 1981 
policies. 

The president has got used to Commu- 
nist criticism over the past year. More 
painful for him is the reaction of disillu- 
sioned Socialists, particularly in steel- 
producing areas, which will lose 20,000 
jobs under a restructuring plan accepted 
by the cabinet on March 29th. In the 
depressed Lorraine region, which will be 
the hardest hit, demonstrators sacked 
Socialist party offices and burned por- 
traits of Mr Mitterrand. Four Socialist 
deputies from Lorraine have resigned the 
party whip, and a local Socialist dignitary 
left the party’s national management 
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committee. On April 4th, demonstrations 
closed down the area around Metz for the 
day. Steel workers in Lorraine blocked 
motorways, sympathetic train drivers 
walked off the job and shopkeepers 
pulled down the shutters. 

Mr Mitterrand has made a few concilia- 
tory gestures. He has agreed to establish a 
committee of wise men to examine Lor- 
raine’s troubles. He has told Mr Laurent 
Fabius, the industry minister, to get on 
with a programme to encourage new 
industries to replace smokestacks. But he 
also insists that his government will not go 
on pouring money into steel, or anything 
else where there is no prospect of profit. 

Mr Mitterrand now has to wait and see 
how his message goes down with the steel 
workers. Unions in Lorraine are planning 
a march on Paris on Friday, April 13th. 
The government's fear is that this could 
easily turn into a personal protest against 
Mr Mitterrand. A march on Paris is one 
thing. A march on the Elysée palace is 
another. 





Italy 





No asylum 


FROM A ROME CORRESPONDENT 


“Freedom”, ran the slogan, “is therapeu- 
tic”. This was the theme of a movement 
of reforming Italian psychiatrists, whose 
principal triumph was a law—passed in 
1978—prescribing the abolition of mental 
hospitals. The aim was to replace them 
with community-based psychiatric treat- 
ment at local care centres. Only general 
hospitals were to admit psychiatric pa- 
tients, and then for a maximum of one 
week. This sensible-sounding reform was 


EUROPE 


easier legislated than done. 

The law was modelled on the work of 
Mr Franco Basaglia, a well-known psy- 
chiatrist in Trieste. Trieste’s mental hos- 
pital was phased out in 1977 and the 
community system was tried out. Unor- 
thodox as it was, the successful experi- 
ment won wide approval. But it was not 
easily copied on a national scale. ‘ 

The local news pages of Italian pap@rs 
frequently run stories of discharged pa- 
tients violently attacking their own fam- 
ilies, or left to roam the streets.*While the 
old mental hospitals refused all fresh 
admissions, in many Italian towns the 
new local clinics existed only on paper. 
The “Basaglia law” (as it came to be 
called), once heralded as the most pro- 
gressive of its kind in western Europe, is 
now challenged by all parties except the 
Communists. 

Under pressure from the relatives of 
the mentally ill, now grouped into several 
national associations, as well as from a 
fair number of disenchanted psychiatrists, 
the Italian government has drafted pro- 
posals to remedy a situation which, ac- 
cording to Italy’s health minister has 
become “‘unsustainable”, These are due 
to be discussed in parliament soon. 

Supporters of the “Basaglia law” are 
furious. They say the proposals will mere- 
ly reinstate the old mental hospitals, 
while doing nothing to improve local 
mental health care. 


Soviet defence 


Mucking about 
in boats 





Most of Russia's fleet left ports in late 
March to join what now looks like the 
largest-ever Soviet naval exercise in’ the 
Atlantic. By April Ist it was already 
obvious from the numbers of warships 
involved that something unusual was go- 
ing on. 

By midweek the surface ships had 
formed three large battle groups, one led 
by the nuclear-powered Kirov, which is 
probably the most powerful cruiser 
afloat. More than two dozen submarines 
were detected operating with the three 
groups. The first phase of the exercise 
was mainly devoted to anti-submarine 
operations, and then on Tuesday the 
surface battle groups came under pretend 
attack by large numbers of Badger and 
supersonic Backfire bombers flying from 
bases in the Soviet Union. 

The precise purpose of the exercise was 
not immediately clear. The last previous 
one of comparable size, in 1975, marked a 
turning point in Soviet naval strategy. 
Until then Russia’s navy had usually held 


37 


ae 


its manoeuvres less than 1,500 miles from 
its home coasts, but it went much farther 
than that in the huge 1975 exercise. It 
Staged mock attacks on American air- 
craft-carrier battle groups in mid-Atlan- 
tic, cutting Nato’s Atlantic supply lines 
and oil tanker routes. The object: pro- 
tecting Soviet merchant ships and co- 
ordinating the operations of fleets in the 
M@diterranean and off eastern Asia with 
the one in the North Atlantic. 


Soviet consumers 


Prompt service not 





included 


FROM OUR MOSCOW CORRESPONDENT 


Swift service in Russian restaurants is a 
rarity. Getting a washing machine or 
television set repaired is difficult without 
a fat tip on the side. Under a new scheme 
due to start in some parts of the Soviet 
Union on July Ist, workers in consumer 
goods and service industries will start 
being paid by results. 

This experimental reform, like those 
introduced in agriculture and in certain 
factories, is the brainchild of the group of 
reformers at the top of the Communist 
party assembled by the late party leader, 
Yuri Andropov. The group centres 


around the number two man in the polit- 


buro, Mr Mikhail Gorbachev, and seems 
to have survived the installation of the 
new Soviet leader, Mr Konstantin Cher- 
nenko, who is not, at heart, a reformer. 
The reform will at first affect only 6% 
of Soviet service industries. It will tie 
bonuses paid to factory and shop workers 
to improvements in the quality of goods 


Now get her attention 
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FROM OUR MOSCOW CORRESPONDENT 





The Soviet Union's newest and biggest 
department store is to be found in the 
heart of Moscow. But Muscovites would 
hate to be seen there. It is frequented by 
farmworkers. Built on the principle that 
if you can’t beat them at least keep them 
out of the way, the ““Moscovsky Univer- 
mag” is next to three main railway 
stations which daily disgorge thousands 
of people up from the countryside for a 
day's shopping. 

Most Muscovites reckon the store an 
enormous success, even if they have 
never set foot in it. City sophisticates 
were becoming increasingly irritated 


and services and encourage shops and 
restaurants to brighten up their premises. 

Long lines in shops are partly a result of 
an antiquated serving system, which 
forces customers to line up three times— 
to pick out what they want, to pay for it at 
an abacus-equipped cash desk and then to 
collect it from the original counter. This 
time-honoured ritual has so far resisted 
all innovations, from the mechanical till 
to the computerised checkout. It would 
be a revolution indeed if the reform 
managed to simplify Soviet shopping into 
a single queue. 

Improving the quality of consumer 
goods and repair services will be even 
harder. Many household appliances are 
so shoddily made that they are defective 
when they come off the shelves. Hence 
the seller’s market in repairs. But call a 
repairman and he may not be able to 
come for three months. Ask to have a 
telephone installed and in many parts of 
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Bumping the bumpkins 








with their country cousins: they would 
find that shops had been swept clean by 
the intruders by the time they left work. 
Loud slanging matches in shopping 
queues were a frequent consequence. 

Since the Univermag opened, queues 
in other shops have shortened. The other 
big advantage is that it has emptied 
Moscow’s Harrods, the Gum store, of 
those embarrassing crowds of folkloric 
but scruffy peasants with their pungent 
woolly coats and string bags. The au- 
thorities now plan a slow conversion of 
Gum into what is hoped will be a show- 
case of Soviet fashion. 

















the Soviet Union it could take up to 12 
years. 

The reform decree hopes to improve 
matters by banning the usual demand for _ 
payment in advance, which has always £ 
meant that the repair firms have little © 
incentive to do the job well or on time. In 
restaurants, where it is common to wait 
for as much as an hour for the soup, 
wages will now depend in part on custom- 
er turnover. 

There is one flaw which could jeopar- 
dise the proposed changes. Those who 
want fast service now pay bribes. The 
bonuses promised under the new reform 
will hardly compensate for the illegal 
profits service workers can get from 
moonlight payments. 


Holland 


Cracks in 
the coalition 


FROM OUR AMSTERDAM CORRESPONDENT 





Less than four months ago, after defeat- 
ing the public sector unions, the Dutch 
government looked unshakeable. Cracks 
are now appearing. The hardest blows are 
from the anti-nuclear movement and its 
allies in the main political parties who 
Oppose cruise missile deployment. But 
the government is also divided about 
economic policy. 

Holland is supposed to take 48 cruise 
missiles by 1986. The final decision on 
whether or not to accept them is due to be 
taken this year. The prime minister, Mr 
Ruud Lubbers, faces opposition not only 
from the Labour party but from his own 
Christian Democrats. 

To avoid defeat on full deployment, 
Christian Democratic members of parlia- 
ment have at last worked out a compro- 
mise that most of them would accept, 
with the deployment reduced to 24 or 36 
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“Consolidated BalanceSheet 1983 “1982 
31 December1983 US$(000) US$ (000) 


‘Assets 
Cash and bank balances. > 14,713 4,907 


Marketable securities 420,447 355,840 
Deposits with banks and financial institutions 4,741,715 4,747,027 
Loans and advances | 3,357,736 2,558:499 
Interest receivable 162,982 170,573 
Investments 23,755 18,767 
Otherassets i ; 36.0 002 
Total assets 
“ Liabilities 


Deposits from customers 723,122 
Deposits fram banks and financial institutions 617, 5,983,348 


Bondsissued — ae 
Anterestpayable i me 112489 


Proposed dividend © . 37,500 
Other liabilities sis ; 69,504 
Totalliabilitięes l 6,925,963 


Shareholders ui : 
DT x Tae 750,000 


“Reserves 2 200,341 
‘Retained earnings 
Total shareholders equity 
Bes Total liabilities and shareholders equity 
“at the Ordinary Shareholders General Meeting held on March 15, T984, ‘the 
Shareholders of Arab Banking Corporation (B.S.C.) ratified the audited Financial 
= Statements of the Corporation ending December 31,1983 and approved the 
appropriation of net profits as proposed by the Board of Directors as follows: 


1983 1982 
US$ (000) US$ (000) 


Profit for the-year 114,617 








Retained Earnings brought forward 24,682 | 
Available for appropriation “139,299 39, 299 
Appropriations i 
Statutory reserve 
General reserve 25,000 
Extraordinary financial reserve 50,000 


Proposed dividend ; 37,500 
Retained Earnings carried forward 


Arab Banking Corporation (ABQ 


Head Office: P.O. Box $698, Alia See Diplomatie Area, Manama, Bahrain. 
roe ra 35. Telex: 9432 ABC BAH BN, 
ngepen: Milan, Grand Cayman, 


































y to discuss 
duced deployment, though it would-not 
ccept flat rejection. Mr-Ed Nijpels, the 
diberal leader, has said that this could 


erger, the American defence secretary, 


lagué, insisting that deployment must go 
head “as originally designed”. © 
As for the economy, Mr Onno Ruding, 
¢ finarice minister, has infuriated fellow 
hristian Democrats by insisting on big- 
ger-than-planned public spending cuts in 
1985 and 1986. He believes that only a 
reduction of F110 billion ($3.4 billion) in 
next year’s budget can keep the country 
on the track to a public borrowing re- 
quirement of 7.4% of net national income 
< by 1987. The liberals have since backed 
© him, as has a slightly dubious Mr Lub- 
bers, leaving the other six Christian Dem- 
_-ocratic ministers in a minority: 


March in the EEC 


Summit 








At the Brussels summit on March 19th- 
20th the EEC’s leaders failed to agree on 
Britain’s budget contribution. The meet- 
“ing broke up acrimoniously. Mrs Marga- 
ret Thatcher got most of the blame. 
There was also criticism of West Germa- 
ny’s chancellor, Mr Helmut Kohl, for 
offering a muddled compromise at the 
wrong moment. 









On April 9th-10th, the foreign ministers 
will again try to get a budget agreement. 
France and Italy have blocked the pay- 
ment of Britain’s £430m rebate for 1983. 
Mrs Thatcher’s dropped her threat to 
withhold British payments when she met 










instead declined to make an advance 
payment requested by the EEC commis- 
sion by March 30th. Not to deepen the 
. row, the commission withdrew its request 
on the 29th. 








Denmark nominated its deputy prime 
minister, Mr Henning Christophersen, to 
be the next president of the EEC 









The summit, and associated ministerial 
meetings, did produce agreement on: 

© A scheme for restricting future budget- 
ary growth, particularly in agriculture; 
@ A formula for regulating national 
budgetary contributions if they get out of 
dine with EEC expenditure and national 
wealth; 

@ Cutting back milk production for the 
next five years: : 

@ Phasing out. MCAs (border taxes or 
subsidies on food exports) over four years; 


















break up the coalition. Mr Caspar Wéin= 


weighed in during a recent visit to The 





opposition from her own party, Britain ` 


The commission withdrew its objections 





Polish publishers are used to coping with 
a shortage of paper and. out-of-date 
presses. Now they have been reprimand- 
ed for printing the. wrong sort of books. 
Mr Kazimierz’ Molek, the head of the 


| cultural department of the communist 
© party’s central committee, reminded 
publishers at a recent meeting that it was 


their duty to provide books “which dem- 
onstrate a marked ideological commit- 
ment”. The publishers seem more inter- 
ested in providing books people: want to 
read. 

Mr Molek worries about publishers’ 
lists for 1984. He thinks there are too 
many books by capitalist authors and not 
enough by socialist ones. Plans call for 
128 translations from “fraternal” coun- 
tries (including 75 from the Soviet 
Union), with a total press run of 3.2m 
copies, Capitalist literature is tomes 
_ ahead, with 214 titles (mostly British, 


@ Setting farm prices for 1984 at or 
below 1983 levels; 
@ Increasing the rate of national Vat 


payments to the EEC from 1% to 1.4% in 


1986 and 1.6% in 1988—if all the mem- 
ber states’ parliaments agree. 


Membership 


Foreign ministers signed an agreement 
with Greenland providing for its with- 
drawal on January 1, 1985, It will be- 
come an overseas territory, with rights of 
free entry for its products. i 


Portugal was offered pre-adhesion aid of 
50m ecus ($42.5m) to help it modernise 
its farms; but it rejected. the EEC’s 
proposal for transition periods of six and 
three years before its tomatoes and port 
wine could enter the community tariff- 
free. 


Trade and industry 


China concluded a new textile agreement 
with the Ten, three months after the 
original deadline. It was holding out for 
better terms—and got bigger quotas, but 
on condition that there would be no 
sudden rise in shipments. 


Japan was the butt of community anti- 
dumping activity. Penal duties were im- 
posed on its ball-bearings and electronic 
scales. An investigation is in progress into 
its alleged dumping of typewriters. 


Competition 





Squeezing Poland’s presses 





American and French) in 10. 1m copies. 
The publishers were also criticised for 
planning-to print more works by Polish 
authors opposed to the government of 
General Jaruzelski. These include Soli- 
darity sympathisers such as Mr Julian 
Kornhauser and Mr Wiktor Woros- 
zylski, both: poets, and emigré writers 
like Mr Czeslaw Milosz, a Nobel prize- 
winner. All this might be giving people— 
especially young people-—bad ideas. 
Instead, said Mr Molek, the state 
publishing houses should be helping the 
approved writers from the new ‘Polish 
writers’ union, formed last December. 
The old writers’ union was suspended 
under martial law and dissolved in Au- 
gust last year. Well-known and self- 
respecting writers refuse to join the new 
organisation. Mr Moiek’s policy may at 
least get rid of queues “in Polish 
bookshops. 


to Philip Morris’s plans to take a large 
minority stake in. fellow tobacco manu- 
facturer Rothmans after the two groups 
modified the proposed deal to meet EEC 
anti-trust law. The decision displeased 
rival firms, R J Reynolds, BAT Indus- 
tries and Reemtsma,. who ‘will probably 
appeal against it to the European court of 
justice. 





Agriculture 


The Ten gave up their plan to impose a 
tax on non-butter oils and fats, which was 
directed. mainly at curbing imports of 
American soya beans and oil. But they 
decided to raise import duties on animal | 
feed substitutes: exported by America. . | 
The Americans have refused to negotiate | 
with the EEC on this issue. 


Finance 





The European monetary system cele- 
brated its fifth birthday with little cere- _ 
mony. It has had modest successes in. 
reducing exchange rate instability and 
in establishing the ecu as a fledgling 
currency, — 


Court of justice: 


. The court overturned a decision by a 


West German court te prevent Italy 
from exporting wine to West Germany 
in bottles of a similar shape to those 
produced in the Franconian region of 
Bavaria. It also was asked by a court 
in Paris to rule‘on a French law forbid- 
ding the sale of videotapes of films 
shown within the past 12 months. With 
a nod towards gender equality, it ruled 
that the widowers of employees of the 
EEC commission should have similar 
pension rights to widows. à 










Expanding polished hide attaché case, leather lined. 
Availablein Blac k Burgundy or Brown, £35 55, 


Hide Zip Tool case, Solinge 
$ 1 Ad, 


tings: Size closed 1134" x 644" 


; Avaitablei in Black or Burgundy. £150.00. 


Export Price £130.43 


For 3 photos, folded 
i £20.00. Export Price: 9 
Available in Black, Green or Burgundy. 
Please quote second colour choice. 


e with 4 = pockets. 
V ilable ein 


Hide zip manicure set, veil fittings Size 
closed 9" x BA" £ 
£50.00. Available in Black, Burgundy or 


Brown, Please quote second colour choice. 


Calfskin comb/nail file cas 
548" long. £22.50. Export 
Available in Burgundy, Brow 


lease quote second colour choice, 


sprey & Com pany 


165-169 New Bond Street, London WIY OAR, Telephone, 01493 6767 
‘Cables/Telex, 25110 ASPREY G. 
153 Fenchurch Street, London ECIM 6BB. Telephone, 01626 2160 
Cables, 25110 ASPREY G. 
40 Rue du Rhane, Geneva. Telephone, 28 
: Telex, 428165 JONA. 
„Trump Tower, 725 Fifth Avenue. New York NY 10022. Telephone, 212 688 181] 
Telex, 421990 ASPREY. 


TYNDALL BANK 
STERLING MONEY FUND | 


i a 
4% on deposit 


and write 
your own cheques 


(Annualised compound equivalent 8:77% 


Designed to suit the special needs of British 
expatriates and overseas residents, the Traat 
Bank Sterling Money Fund is a unigue high- 
interest deposit account with a cheque book. 


Expatriates benefit from-rates of interest. horoi 
only available to major investors in the money 
market and keep their funds immediately 
accessible. 


Interest is paid gross without deduction of tax. 


Consider the following advantages: 


Your money is invested with H.M. Treasury, recognised 
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get high rates of interest and the highest security. 
The convenience of a cheque book gives you Sage ton: 
your funds at all times. Use it to pay school fees, for: 
instance, or to transfer to your current account, 


Interest credited four times a year means an even 
higher return because the interest itself earns interest 
for you. So the current rate if maintained, equals 8.77% 

© Noreports are made to any government authority, for: 
non-residents of the Isle of Man. 


Tyndall Bank (isle of Man) Limited ts licensed under 
the Manx Banking Act 1975. : 





The Tyndall Group is one of the leading investment 
management groups in the UK and is wholly owned by 
Globe Investment Trust PLLC. Funds managed within 

the Globe Group exceed £1,000 million. 





k Rate at time of going iù press, 
Current rate published daily in the Financial Times. 
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ERICAN SURVEY 


‘Mondale fills his lungs for 
1e middle distance 


< The presidential. election genie that wrig- 
_ gled free.in New Hampshire and cavorted 
“around the country has been stuffed back 
“in its bottle. ‘New York has hammered in 
o the cork. 
oo The return to what Democrati leaders 
always envisaged as right-minded politi- 
‘reality leaves Mr. Walter Mondale in 
control of the race for the party’s 
sidential nomination. ‘Senator Gary 

Jart of Colorado, the:rival he squashed 

rk’s primary election on April 
not been all blithe spirit on the 
“primary trail. But there was'much of the 
sprite in the lively sense of competition 
his “‘new ideas” campaign. injected into 
“the. presidential primary. contest. from 
Hampshire onwards. The: competi- 
not over: Corks pop: Buta Mon- 

` dale wiron April 10th in Pennsylvania, a 
state. which shares many of New 
rk’s political: characteristics, -would 
leave. the. Democratic «bosses feeling 
mighty comfortable about their man’s 

nomination prospects. 

‘Mr Mondale is astutely continuing in 
< Pennsylvania ‘where he left off in New 
_. York. He managed to make Mr Hart look 
- unsteady, thereby turning his own solid, if 

nexciting qualities into a title to leader- 
hip. The state of New. York, offering to 
ne vote 252 ofits 285 delegates to the 
mocratic-convention, was the richest 
rize inthe primary series so far. It was 
und to provoke strong actions and 
strong feelings among the candidates. But 
© few: Democrats foresaw. how sour those 
> feelings would turn. 
The. last. strands of comradeship be- 


_ ween Mr Mondale and Mr. Hart, of 


-togetherness in a common: anti-Reagan 
| (cause, were snapped. The two men seem 
to havévcrossed the line that divides 
alry fromenmity. Though Mr Mondale 
: the’more relaxed, neither mani is over- 
-endowed with the kind of self-deprecat- 
_ ing humour that would have shown him in 
- oa@omore: gracious light. Mr Hart now 
-intends to abandon unilaterally the trade 

in personal attacks, but the Democratic 
contest.appears to have sunk nevertheless 
-dnto the kind of bitterness that’ afflicted 
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President Carter and Senator Edward 
Kennedy in 1980-——to the ultimate advan- 
tage of neither. Mr Kennedy won the 
New York primary and lost the nomina- 
tion. Mr Carter won the nomination and 
lost the presidency. 

Mr Mondale got the best of the ill- 
natured brawl in New York, though the 
Rev, Jesse Jackson benefited too. No- 
body took any mean swipes at Mr Jack- 
son’s steadily advancing candidacy (he 
had trouble enough getting over the blow 
he struck against himself with his refer- 
ence to Jews as “‘hymies’’). But it was 
mainly due to his own energetic cam- 
paigning and refusal to be turned aside 
that'Mr Jackson managed to turn the New 
York contest from a ‘two-man into a 
three-man affair. 

Mr Hart, it is true, prepared his sup- 
porters for disappointment by assuring 
them that a good second-place finish 
would be palatable. The actual margin of 
his defeat—by 18 points—was indigest- 
ible. Mr Mondale, having won a crucial 
victory in Illinois a fortnight earlier, 
weighed in with his most impressive win 
to date in New York, taking 45% of the 
vote to Mr Hart’s 27% and Mr Jackson’s 
aggressive 26% (built on the support of 
84% of the state’s. black voters, who 
turned out in much irtcreased numbers). 
«In many ways, New York, America’s 
most highly unionised:state, was made to 
measure for Mr Mondale. Mr Mario 
Cuomo, the popular Democratic gover- 
nor, appeared in television commercials 
which supported him and belittled Mr 
Hart: That must -have-helped. So did the 
support of New York’ city’s mayor, Mr 
Edward Koch. The primary was limited 
to Democrats, which meant that regis- 
tered ` independents who intervened 
strongly for Mr Hart in other states were 
excluded this time. The only handicap Mr 
Mondale faced was the legal spending 
ceiling his campaign is pushing against. 
Mr Hart was able to outspend him lavish- 
ly on television commercials. 


The former vice-president’s triumph | 


was.all the more convincing for not being 
dependent on his usual labour backing 


alone. He won in the city and in the 
York suburbs, He did rather well u 


force in the city which Mr: Jackson h 
hoped to attract. Most important he g 
two out of three Jewish votes: 

Jewish sensibilities came ‘to domi 
the campaign. Attempts to pander 
them led in large part to the open hostility 
between Mr Mondale and Mr Har i 
question of whether to transfer the Ame 
ican embassy in Israel from Tel Avi 
Jerusalem was the fuse—lit by a leadi 
New. York Democrat, Senator Dan 
Patrick Moynihan, whose bill in congre 
gave currency to the idea. | o 

Mr Mondale, with his strongl p 
Israel record, supported the controvers 
proposal and expected to reap the benefi 
in New York. He was miffed-when M 
Hart, having first taken a moderate 
so-fast position on the transfer, sudden 
announced during the campaign that his 
thinking he had “evolved” and that he stood 
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four-square behind the move. Mr Hart’s 
evolution did, however, give Mr Mondale 
valuable ammunition for some question- 
ing of his opponent's steadiness and reli- 
ability. Mondale television spots were all 
the while making the most of half a dozen 
alleged Hart shifts on arms control, which 
the former vice-president wants voters to 
believe he can handle better than any- 
body, especially Mr Reagan. 

e Mr Harts commercials were just as 
venomous. Mr Mondale, they suggested, 
would lead America into more Vietnams 
and, like Mr Reagan, would quite likely 
spill the blood of American boys in Cen- 
tral America. In two televised debates, 
the once polite relationship between the 
two men turned to hard stares of con- 
tempt. This was odd, since their views on 
Israel, arms control and Central America 
are in fact quite close. 

A continuing confrontation at this per- 
sonal level may reap rewards for Mr 
Mondale, whose past experience in help- 
ing to run the country is at least widely 
recognised, if not always admired. It is 
highly frustrating for Mr Hart, who 
knows he must concentrate on getting his 
new ideas across to voters if he is to get 
anywhere. Mr Hart cannot have felt much 
cheered by a narrow victory over Mr 
Mondale in a vote in Wisconsin, held on 
the same day as New York’s, which 
amounted to a largely pointless beauty 
contest (no delegates were at stake). 

Mr Hart has far-seeing, sensible ideas 
on economic policy and the reshaping of 
American industry, but he does some- 
times come out with remarks betraying a 
narrow, inexperienced view of the world. 
At a Manhattan fund-raising breakfast 
last week, he was answering a question on 
tax reform when he suddenly offered the 


But less spring in Hart's step 
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view that current tax laws were “Euro- 
peanising” the United States by encour- 
aging disrespect for the government and 
the law. By way of amplification, he 
described Mr Richard Nixon as Ameri- 
ca’s “first European president” for hav- 
ing introduced basic cynicism into public 
life. Mr Hart’s seemingly instinctive scorn 
for Europe as a den of fiddlers would be 
something for America’s allies to worry 
about were he to become president. That 
prospect is receding as Mr Mondale hacks 
away at his leadership potential. 


Jesse Jackson 
Still comin’ on up 


NEW YORK 


The Rev. Jesse Jackson keeps complain- 
ing that he is being ignored. He has a 
point. Mr Walter Mondale and Senator 
Gary Hart have been so intent on stop- 
ping each other from winning the Demo- 
cratic presidential nomination that when- 
ever all three are supposed to be debating 
they talk across Mr Jackson, going at each 
other as though he were not there. 

In other respects, however, Mr Jack- 
son’s grouse should no longer be taken 
seriously. What he has achieved has al- 
ready made him a political phenomenon. 
The fact that his poor man’s campaign 
runs no radio or television advertisements 
(the conventional sine qua non of a mod- 
ern American campaign) does not seem 
to matter much since Mr Jackson can 
count on his audacious electioneering 
style to win him ample free time on the 
network news. The secret service does 
not neglect him. At a rough estimate, 
twice as many security agents are assigned 
to his extemporaneous, unpredictable 
candidacy as to either of his opponents. 
His impact on 1984 is there for all to see in 
the vote tallies and in the perplexed 
demeanour of Democratic bosses who 
worry about what this non-conformist 
whirlwind will blow through the door of 
their party’s convention in July. 

Mr Jackson’s performance so far has 
been impressive. In the New York prima- 
ry on Tuesday, he ran Mr Hart dramati- 
cally close for second place behind Mr 
Mondale. He took second place in New 
York city, despite being repudiated by 
Jews angry both at his views on the 
Middle East (which he, to his credit, has 
refused to amend) and at his reference to 
them as “hymies” (for which he has 
repeatedly apologised). In beating the 
two leading contenders in the ‘vote in 
three states (Mississippi, South Carolina 
and Virginia), in carrying the city of 
Chicago and in finishing as runner-up to 
Mr Mondale in a few other places (Ar- 
kansas, Kentucky and the Virgin Is- 


lands), Mr Jackson has drawn a lot of 
supporters. The great majority of them 
are black. In every primary he has fought, 
the black turnout has been a record. His 
“rainbow coalition” is hardly a reality, 
though he fights to keep the concept 
alive. What is most striking about his 
campaign is the manifest disproportion 
between the vote he has attracted and the 
number of delegates he has won. It would 
seem to back his contention that the 
Democratic establishment has designed a 
primary system to keep outsiders out. 

Clearly, there will be no keeping Mr 
Jackson out. Still in there swinging hard 
when better-known candidates have been 
eliminated, he says the delegate process 
has lost all credibility because it has been 
shown up as “perverse and dishonest”. 
His various court challenges have made 
no headway. So he is increasingly taking 
the view that it does not really matter to 
him that he has accumulated fewer than 
150 delegates so far to Mr Mondale’s 900 
and Mr Hart’s 530 (for Mr Jackson the 
absolute ceiling would now appear to 
around 300 delegates out of the total 
3,993). What matters more to him is the 
strength of the impression he is making by 
creating a new source of Democratic 
votes. He has undoubtedly generated a 
surge of enthusiasm among blacks which 
has already resulted in the registration of 
many new voters, conceivably enough to 
make the difference between defeat and 
victory for the Democrats in a tight presi- 
dential election. 

Before that, Mr Jackson has a chance 
of arriving at the Democratic convention 
in San Francisco as an independent bro- 
ker. That would give a black politician 
direct leverage for the first time over the 
party’s presidential platform and over 
what the eventual nominee will fight for. 
Previously, such leverage has been ap- 
plied at one remove on behalf of blacks, 
who make up around 20% of the Demo- 
cratic electorate. “He will see to it”, says 
Mr Barry Commoner, a Jewish professor 
who tries to reduce the tensions between 
blacks and Jews by campaigning at his 
side, “that the Democratic campaign in- 
corporates his constituency. He is very 
inventive”. Nobody would deny that. 

Mr Jackson's constituency is the poor. 
He is no rabble-rouser. He is a man of 
action, tempestuous, undiplomatic and 
risk-loving, but there is no sense of vio- 
lence or revolution in his message. His 
great strength is his capacity to arouse 
pride. He also has an infectious sense of 
humour. His ‘comin’ on up” routine 
offers the best entertainment of the entire 
campaign. It is about how he started out 
fancying himself as a scurrilous underdog 
among eight Democratic rivals. He tells 
how he has seen off five of them already, 
all men of status and achievement. As he 
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Poor man’s tempestuous campaigner 


picks off these grand opponents one by 
one in his speech, he judders his hands 
skywards and repeats: “We're comin’ on 
up.” He will not, it seems, come on up to 
Mr Mondale or Mr Hart, but he leaves 
the impression of an irreversible ascent. 

His objective is to give the poor hope— 
and to encourage them to drop their 
traditional lethargy about voting and to 
get behind him at the polls. Boiled down 
to its essentials, his policy would be to cut 
America’s huge defence budget by 20% 
and devote the billions saved to education 
and the rebuilding of urban slums. A 
simple approach, to be sure. It assumed a 
certain relevance over the past few days, 
however, when Mr Jackson campaigned 
in Harlem and the south Bronx and the 
national press witnessed the third-world 
misery and windowless desolation which 
compete in New York with the ritziness of 
midtown Manhattan. To press for the 
diversion of rescue funds to America’s 
big-city slums, Mr Jackson has tried to 
adopt the mantle of the peace candidate. 
He calls for a non-nuclear peace more 
unconditionally than his rivals, whom he 
sometimes calls “Admiral Hart” and 
“General Mondale”. 

His taste for risks, like his raid on 
Damascus to retrieve a captured Ameri- 
can airman after Christmas, has endeared 
him to his supporters. It has left the black 
establishment, which baulked at his can- 
didacy, more perplexed than before 
about where to anchor its loyalties. 

Some fear that Mr Jackson will set off 
on an independent political course after 
one of his rivals gets the nomination, 
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though it is not likely. Both Mr Mondale 
and Mr Hart, he says, are good men 
whom he could support. His candidacy is 
hurting Mr Mondale far more than it 
hurts Mr Hart because the former vice- 
president could reasonably have expected 
to take most of the black vote that is going 
to Mr Jackson in the primaries. But he 
does not openly favour either man. 

Mr Jackson's problem will be to recon- 
cile the pride and admiration he has 
aroused among ordinary blacks with the 
degree of commitment to his cause he can 
reasonably expect from the Democrat 
chosen to take on Mr Reagan. Some 
disappointment among blacks will be 
hard to avoid, which could mean that the 
nominee will not get all the support in 
November that Mr Jackson is getting now. 


Star wars 
Critics strike back 


President Reagan’s vision of a world 
freed from the threat of nuclear weapons, 
dubbed a dangerous “star wars” fantasy 
by its critics a year ago, looks like turning 
into an all-too-real military race in space. 
The president's notification to congress, 
on April 2nd, that he will press ahead 
with the development and testing of an 
American anti-satellite weapon, without 
seeking a comprehensive ban on such 
weapons with the Soviet Union, has dis- 
mayed advocates of arms control. Con- 
tinuing research into the feasibility of an 
infallible anti-missile defence, and the 
announcement on March 29th by the 
secretary of state, Mr George Shultz, that 
the Reagan administration may stop ob- 
serving the Salt-2 restrictions on missile 
numbers once the treaty expires on De- 
cember 31, 1985, are being taken as signs 
that the modest progress made so far in 
controlling nuclear weapons is in danger 
of unravelling. 

The first obstacle in the military space 
race will be congress. It set the deadline 
for the president’s announcement of his 
plans for anti-satellite weapons when it 
attached two amendments last year to 
military spending for 1984. Mr Reagan 
has complied with the first: to report back 
to congress by March 31st on the state of 
arms-control efforts. Without the report, 
the Pentagon would not have been al- 
lowed to spend the $19.4m already allo- 
cated for equipment needed for a long- 
term anti-satellite programme. The 
administration is asking congress for an- 
other $143m for the programme in this 
year’s defence budget. 

The second amendment, requiring Mr 
Reagan to demonstrate that anti-satellite 
weapons were necessary for national se- 
curity and to try “in good faith” to 
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negotiate a mutual and verifiable ban on 
them before testing an American weapon 
against a target in space, will be the,real 
stumbling block. Testing has already be- 
gun, and the first shot at a target balloon 
is planned for the autumn. But last No- 
vember the Republican-controlled senate 
foreign relations committee voted unani- 
mously in favour of negotiating a ban on 
space-based weapons with the Russians. 
Senator Larry Pressler, the Republican 
head of the subcommittee on arms con- 
trol, has called for a debate in congress 
this month on the Reagan report. 

Alarm bells started ringing in congress 
because satellites are the eyes and ears 
which each side uses to keep watch on the 
other’s movements and to check that 
arms limitations already agreed to are 
kept. They are also vital links in the 
network of command, control and com- 
munication which gives politicians control 
over the use of nuclear weapons in a 
crisis. Fear that one side would be able to 
blind and deafen its enemy by knocking 
out its satellites could tempt an opponent 
to strike first. Neither side is anywhere 
near having such a capability. The worry 
is that an anti-satellite race in space would 
undermine strategic stability, not en- 
hance American security. 

The administration’s report argues that 
a comprehensive ban on anti-satellite 
weapons would be impractical, because it 
would be impossible to verify. (Earlier 
talks with the Russians broke off after the 
Soviet invasion of Afghanistan in 1979.) 
There have been informal discussions 
inside the administration about a treaty 
banning anti-satellite weapons from the 
higher altitudes of space, beyond the level 
the American weapon can reach, but no 
proposal has emerged. The report itself 
does not rule out a ban on specific weap- 
ons at some point in the future, but is 
sceptical of that too. However, its conclu- 
sions have been challenged by a body of 
private experts, the Union of Concerned 
Scientists, which boasts several noted 
weapons specialists and Nobel prize-win- 
ners in its ranks. The dispute is over _ 
technology and timing. 

The Soviet Union began developing an 
anti-satellite weapon in the 1960s, al- 
though it is not thought to have proved 
very reliable and so far can reach only 
satellites fairly close to earth, It involves 
launching a rocket into an orbit similar to 
that of its target; when the two are close, 
the rocket explodes. The problem is that 
this crude technique is similar to that of a 
simple docking procedure and therefore 
hard to detect. 

The American weapon under develop- 
ment is more sophisticated and more 
easily identifiable as an anti-satellite 
weapon. It is a small rocket, launched 
from an F-15 fighter, with a small homing 
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vehicle which guides it to its target. 

Recognising that the Soviet system 
poses verification problems, the Union of 
Concerned Scientists argues that the ad- 
ministration is neglecting the possibility 
that monitoring techniques can also im- 
prove. Cheating will get harder. The 
chances of achieving an effective ban on 
this and other anti-satellite weapons, in- 
chiding ground-based lasers, are thought 
to be greater if neither side has a fully 
tested and reliable anti-satellite system 
that it could hope to reassemble at short 
notice to beat the ban. 

While the difficulty about anti-satellite 
weapons is that they are not restricted by 
any treaty, the difficulty about Mr Rea- 
gan’s more grandiose “star wars” propos- 
al is that it threatens to undermine one of 
the few successful arms-control initia- 
tives, the 1972 treaty limiting anti-ballistic 
missiles (ABM). The administration has 
already announced plans to spend $26 
billion by the end of the 1980s on research 
and development for this anti-missile 
technology, whose ultimate aim is to 
create a defence that would make nuclear 
weapons themselves obsolete. On March 
27th Lieutenant-General James Abra- 
hamson, an associate director of the Na- 
tional Aeronautics and Space Adminis- 
tration, was appointed to co-ordinate 
several research programmes already un- 
der way in the departments of defence 
and energy. These include research on 
lasers and particle-beam weapons, ad- 
vances in high-speed data-processing and 
methods of generating large amounts of 
electrical power in space. 

Again, the Union of Concerned Scien- 
tists is unimpressed. In another report the 
group concludes that an infallible defence 
of the United States against incoming 
Soviet missiles, as proposed by Mr Rea- 
gan, is technologically “unattainable”. It 
would depend on the ability to intercept 
Soviet missiles soon after- launching, 
while their rocket motors were still burn- 
ing and therefore trackable, and before 
they had dispersed their warheads and 
decoys. Simply by reducing the period in 
which a rocket’s motors burned, the Rus- 
sians could render useless the sophisticat- 
ed directed-energy research programmes 
under way in America. Limited defence, 
say, of missile sites, might be possible, 
but an attempt to create a total anti- 
missile defence would, the report claims, 
soak up hundreds of billions of dollars 
and still prove impracticable. 

Among the president’s critics inside 
and outside congress, the- argument 
against anti-missile defence is as much 
Strategic as technical. The ABM treaty, 
amended in 1974 to allow each side to 
defend one site, was signed partly be- 
cause neither side was able to build a fully 
fool-proof system and the cost of trying 
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would be prohibitive. But there was a 
recognition, too, that such defensive 
weapons could undermine the balance of 
deterrence. 

There are parallels with anti-satellite 
weaponry: if one side was close to having 
even the theoretical ability to protect its 
weapons and its population from attack, 
while its opponent remained vulnerable, 
the country behind in the technology race 
would be tempted to strike first. To its 
supporters, the ABM treaty managed to 
put a lid on a destabilising technology 
before either side was in a position to 
exploit a potential lead. 

Unlike Salt-2, which was not ratified by 
the Americans, the ABM treaty has no 
time limit. President Reagan's opponents 
on this issue can draw comfort from a 
report from the president’s own commis- 
sion, set up under General Brent Scow- 
croft, to work towards a consensus on 
strategic weapons policy. The commis- 
sion recently warned the president to 
proceed with “extreme caution” before 
doing anything that might jeopardise the 
ABM treaty. It criticised opponents of 
arms control and supporters of a nuclear 
freeze, but, according to some of its 
members, was aimed particularly at a 
group inside the administration which is 
suspicious of any arms-control initiative 
with the Russians. Using this ammuni- 
tion, congress will be aiming at the same 
target. 


Foreign policy 


Congress v. the 
president—again 


WASHINGTON, DC 


America’s military involvement in Leba- 
non, which is now widely regarded as 
having been a disaster, has left a special 
legacy: a renewed debate over relations 
between the president and congress about 
the conduct of foreign policy, and espe- 
cially about the commitment of American 
troops abroad. As the news from Leba- 
non recedes to the inside pages of the 
newspapers and the closing moments of 
the nightly news, the focus is moving from 
the Middle East to Central America. 
Controversy centres once again on the 
War Powers Act, passed in 1973 towards 
the end of the Vietnam war and in the 
midst of the Watergate scandal. The view 
at the time was that the president's power 
to act as commander-in-chief, a power 
which more than one president has 
abused, had to be restrained. Congress, 
overriding Mr Richard Nixon’s veto, 
adopted a resolution that no president 
could send combat troops into battle or 
into areas where hostilities might be “im- 





Is that congress thundering? 


minent” for more than 90 days without a 
congressional declaration of war or some 
other specific congressional mandate. 

No president has yet accepted such 
constraints on his authority; Mr Gerald 
Ford, Mr Jimmy Carter and Mr Ronald 
Reagan have all been eager to ignore the 
act’s implications and avoid its restric- 
tions. The principle of defiance won some 
support last summer, when the Supreme 
Court, ruling on an immigration case, 
said that such a “legislative veto” of 
presidential actions was unconstitutional. 

In theory, Mr Reagan and congressio- 
nal leaders reached a compromise that 
preserved the principles of the War Pow- 
ers Act when they agreed last autumn to 
an extension of the marines’ presence in 
Beirut. The president promised then to 
consult congress in advance about any 
“substantial expansion” in the size or the 
mission of the marine force, which, the 
White House argued, was in any event 
involved in “peacekeeping” rather than 
combat. By authorising a full 18-month 
extension of the military mission in Leba- 
non, however, congress seemed to be 
conceding ground. When more than 200 
marines were killed in a terrorist attack 
on their Beirut headquarters a month 
later, the ground under congress seemed 
to give way entirely. Subsequent Ameri- 
can attacks on Syrian and Lebanese Mos- 
lem positions from the air and from 
battleships offshore showed that the ad- 
ministration did not intend to be guided 
by congressional advice at all. The Amer- 
ican invasion of Grenada last October, 
called a “rescue operation” partly to 
avoid the provisions of the War Powers 
Act, only reinforced the impression that 
Mr Reagan sees himself more or less as a 
free agent. When eventually he did with- 
draw the marines from Beirut, it was on 
his own initiative. 

Ironically, it has always been Republi- 
cans who have been most enthusiastic 
about the War Powers Act. Former Sena- 
tor Jacob Javits of New York and Mr 
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Charles Mathias, who still represents 
Maryland in the senate, were among its 
chief sponsors. And it is members of Mr 
Reagan’s own party who are currently 
most worried that the president’s power 
to use troops abroad has expanded be- 
yond its proper bounds. Senator Arlen 
Specter, a Republican from Pennsylva- 
nia, takes the purist view that American 
involvement in both Korea and Vietnam 
was a grave abuse; he believes that no 
American forces should be engaged in 
any combat anywhere unless congress has 
made a formal declaration of war. Some 
scholars of the constitution feel that a 
weak War Powers Act is worse than none 
at all. Congress’s inability to assert itself 
may already have rendered the 1973 law 
worthless, they argue. 

The secretary of state, Mr George 
Shultz, who has particularly resented the 
volume and quantity of foreign-policy 
advice from congress, has suggested peti- 
tioning the Supreme Court for a ruling on 
the constitutionality of the War Powers 
Act, unless congress and the administra- 
tion can work out a “commonsense” 
solution that tones down the debate over 
the issue. 

Supreme Court justices have tradition- 
ally refused to issue advisory opinions, 
limiting themselves to “cases” and con- 
crete “controversies”. But by the time 
any case involving an actual military in- 
volvement were to reach the Supreme 
Court, it would probably be moot, and 
the lines of authority would remain as 
vague as ever. That, some say, may be 
exactly what the founding fathers intend- 
ed when they struggled 200 years ago with 
the problem of balancing the powers of 
the executive and the legislature. 

Meanwhile, those in congress who are 
worried about the erosion of their author- 
ity have not been pleased by the latest 
news about the American action in Gre- 
nada. The defence department has an- 
nounced that it added $75.5m to normal 
Operating costs—not a penny of it author- 
ised by congress—and the army said it 
had awarded 8,612 medals to Americans 
involved in the invasion. (There were 
only about 7,000 soldiers on the island at 
any given time, butsome of the decorations 
went to people working at the Pentagon.) 
Oh, what a lovely little non-war. 


The poor 
They suffer 





WASHINGTON, OC 


Have the poor suffered under President 
Reagan? As long ago as the 1930s, when 
congress was writing the Social Security 
Act, it was realised that some provision 
had to be made for widows and their 
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It's still work, even if you're not paid for it 


children living in poverty. The cost of 
helping these respectable, deserving, 
stay-at-home women was not expected to 
be great. As the years went by, and more 
and more women went out to work, it was 
agreed that they should still be allowed to 
collect reduced benefits, so long as their 
total incomes did not exceed, in gross 
terms, 150% of the needs standard set by 
the states in which they lived. Nowadays 
the Aid to Families with Dependent Chil- 
dren programme (AFDC) is a joint feder- 
al-state affair, with the federal govern- 
ment shouldering about 55% of the cost, 
and it constitutes the main joint pro- 
gramme for poor people. In 25 of the 
states, families are not allowed to receive 
any benefit if there is a “man in the 
house”; in the other 25 they may. 

Over the years other incentives have 
been added for these poor mothers who 
work: for example, about a third of their 
earnings were to be disregarded when 
their eligibility for benefit was decided 
and account was taken of the expenses of 
working, such as payments for child care, 
transport and uniforms. 

When Mr Reagan came to power in 
1981, AFDC was costing about $1 billion 
a month, a smallish sum to help 3.6m 
families, particularly if compared with the 
defence budget or the aid given to the 
elderly under social security and Medi- 
care. But “welfare” was unpopular with 
conservatives; much of the money was 
going to women who were separated or 
divorced or who had never been married, 
and many of them were black (nearly 
60% of black families live in poverty, 
compared with less than 30% of white 
families). 

The Reagan administration might have 
been expected to favour the poor mothers 
who worked or were looking for jobs over 
those who did not. They represented 
about a quarter of the women receiving 





benefit. But the administration’s view is 
that only the “truly needy” should receive 
help and the cuts that it proposed, and 
that congress agreed to in the Omnibus 
Budget Reconciliation Act (Obra) of 
1981, did not affect them, but rather 
working women. 

Tales of families being thrown off bene- 
fit and sinking back into poverty led the 
ways and means committee of the house 
of representatives to ask the General 
Accounting Office to look into the facts. 
Its report was published last week, as was 
another from a private organisation, the 
Centre for the Study of Social Policy. 

The GAO report found that some of 
the purposes of congress had been accom- 
plished. Nearly 500,000 single mothers 
and their children had been deprived of 
their benefits and a saving of $93m a 
month had been achieved. Nor had one of 
the dire prophecies of liberal critics come 
to pass. This was that mothers would give 
up their jobs in droves in order to be 
reinstated on the AFDC rolls. 

But the savings had been achieved at a 
dreadful cost to poor families, including 
hundreds of thousands of children. No- 
body knows how many deserving people 
were deterred from even applying for 
help in the belief they were ineligible, but 
the GAO found that the average income 
loss was substantial for working women 
who had lost the right to any benefits: 
$71-74 a month in Dallas and Memphis 
and $156-198 in Boston, Milwaukee and 
Syracuse. For women so poor that they 
continued to receive some benefits, the 
losses amounted to $46-52 a month in 
Dallas and Memphis and to $110-137 in 
Syracuse and Milwaukee. Some of the 
beneficiaries had also lost their right to 
food stamps; those who had been cut off 
entirely from AFDC had lost their right 
to Medicaid (free health care for them- 
selves and their children). Few had pri- 
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ey more often found that they had to. 
get food from charity or that they had run 

of food completely and had no money 
buy any. The reported monthly income 
is lower than the federal poverty level 
f 28-41% of the families in boner, 





















































fies it examined they reported working 
ewhat longer. ours, butit considers 
this statistically ‘insignificant except in 
Boston. Logically there should be some 
centive for those who have lost all their 
benefits to work harder but, for those 
who still retain some modicum of help, 
the economic incentives run the other 
way; if they work harder, their benefits 
will. be: cut further. Under Obra they 
would in effect be taxed at about 60% on 
additional earnings—a higher rate than 
paid by millionaires. 
There is some dispute, also, over the 
e of the savings to the government. 
cording to the Centre for the Study of 
al Policy many of the savings repre- 
‘costs that have been transferred to 
| government, charities and hospitals. 
loss of Medicaid, it says, provides the 
atest savings. to the federal govern- 
snt. But a very sick or injured child is 
ying to be treated somewhere, In some 
cases costs have been transferred from 
ne of the federal government’s pockets 
another. As eligibility for food stamps 
letermined by the federal poverty 
standard (which is generally higher than 
ate ‘standards of need), it is possible for 
oor family to be ineligible for benefits 
t still eligible for food stamps. There 
are also signs, according to the GAO, 
that families may be drifting back on to 
fare. and that costs may be rising 
ins Was the game worth the candle? 




















free lunch 


ppeasement is the name for it. While 
he administration has been loudly pro- 
ing the virtues of free trade, it has 
cen quietly yielding to the pressures of 
dbbyists for tariffs on various imports 
hat have hitherto entered the United 
tates duty-free. There is nothing wrong 
with appeasement, if it works. In this 
tance, however, there is some doubt as 
o: whether the protectionists can be 
bought off. 








| past were 
bikes, clothing, sugar, special steels and 





d that in four of the five i 


ndane: enóugh—motor- 


Japanese cars. To this group must now be 
added waterbeds from Mexico, fishing 


- reels from South Korea and bully beef: 


from Brazil. Since‘March 30th these anda 
variety of other imports, valued at $11.9 
billion last year, have ceased to qualify 
for tariff-free entry to the United States 


“under the generalised system of préfer- 
‘ences (GSP); this is the arrangement 
‘whereby 140 third-world countries have, 
since 1976, been able to send more than ; 


3,000 products to America without pay- 
ment of duty. Now, for the first time, the 
value of goods excluded from the GSP list 
is greater than those left on it ($10.8 
billion last year). 

Next year there may be nothing on it at 
all. The GSP will expire at the beginning 
of 1985 unless congress renews it and at 
present congress is showing little keen- 
ness to do so, despite the administration’s 
prodding. This is an election year; third- 
world countries do not have votes; and 
congressmen have noticed that America’s 
visible trade gap was $10.1 billion in 
February, a record. With the commerce 
department forecasting a deficit of $110 
billion for 1984, compared with $69.4 
billion last year, congress is looking for 
any remedy that looks painless. 

A tariff surcharge of 10% was the 
immediate idea of Senator Robert Dole, 
the Republican chairman of the senate 
finance committee, and Senator Russell 
Long, its senior Democrat. In the mean- 
time zapping Taiwan, South Korea, 
Hongkong, Mexico, Brazil, Singapore 
and Israel—the countries most affected 
by the restriction of duty-free entry—will 
do. 

This is not painless, of course, even for 
Americans: they will now have to pay 
more for certain products than before, 
and may regret anything that makes it 
harder for the third world to pay its debts. 
Nor is it much of a remedy for the trade 
deficit. The blame for that, as both Mr 
Martin Feldstein, chairman of the presi- 
dent’s council of economic advisers, and 
Mr Henry Wallich of the Federal Reserve 
have been pointing out, lies with the huge 
budget deficit and the strong dollar that it 
gives rise to. 

But congress is reluctant to listen to this 
logic. While it bays for more protection, 
Mr William Brock, America’s special 
trade representative and perhaps the 
most forceful free-trader in the adminis- 
tration, is inviting ministers from 17 coun- 
tries, rich and poor, to come to Washing- 
ton next month in an attempt to stave off 
a series of retaliatory tariff and quota 
increases. The example set by his own 
administration will not help him. 
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Flashvote 


NEW YORK 






There must be quiet satisfaction in the 
boardrooms of America’s stricken steel 
companies that at least the United Steel- 
workers’ union is in deeper trouble than 
they are. After a mud-slinging election on ` 
March 29th, in which-less than a third of 
the union’s dwindling membership both- 
ered to vote, the two contenders for. 
president, Mr. Lynn Williams and Mr 
Frank McKee, are still arguing about who 
won. Mr Williams, a college-educated 
Canadian with an image as an urbane 
negotiator, appears to have a big majority © 


. over Mr McKee, a rough-hewn figure 


who worked in the steel mills for 20 years. 
But Mr McKee is hanging tough until all 
the votes are counted. 

The fight was bitter because both men. 
wanted to be boss: there were few differ- . 
ences of policy between them, despite the 
wage cuts, sackings and a steep decline in’ 
union membership which followed the 
near-collapse in America’s steel industry 
in 1982-83, when steel makers lost a total 
of $2 billion. During the election; held to. 
replace Lloyd McBride, whodied in No-" 
vember, Mr McKee accused his ‘rival. of 
rigging ballots and implied that, as a 
Canadian, he could not be relied upon to 
defend the interests of American work- 
ers. About 20% of the union’s members. 
work in Canada, which had a 14% share: 
of steel imports in America last year. 

Membership of the union has fallen 
from 1.25m in 1979 to Im, though only 
750,000 of the union’s members now have 
jobs. The United Steelworkers, runner- 
up to the Teamsters as America’s largest 
union a decade ago, now trail in fourth 
place. Membership will fall further as big 
steel companies shut down old plants: 

The United Steelworkers were forced: 
to agree to cuts in wages and benefits for. z 
the first time when they negotiated a new; | 
3}-year contract with the seven largest: 
steelmakers a year ago. The union has 
just lost a dispute: with employers about 
which benefits must. be cut, though’ total 
wages and benefits are expected: to be 
11% higher than last year’s level: by the 
time the contract expires. That could put 
the union under even more pressure for 
wage restraint: hourly pay in the steel and 
metal industries is still 40% higher than 
the average in the private sector. 

Most ominous for the union is its fail- 
ure to win recruits in some of the new, 
smaller steel: mills that now have 20% of 
the market, thanks partly to their lower“ 
wage costs. Neither of the two biggest of 
these’ so-called mini-mills; Nucor’ an 
Florida Steel, is unionised. 
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The Economist 
Intelligence Uni it 


: l The nature of Japan’s worldwide industrial 
investments was until recently widely 


-misunderstood. Analysis now has to keep up 
witha changing scene, spurred by increasing 


© interest in the reasons for Japanese success. 


» Multinational Business, a quarterly EIU 
publication, willexamine through 1984 different 
aspects of Japanese MNC investment in aseries 

articles by well known commentators, 


No. 1 1984 The Pattern of Japanese Investment 
Overseas. Lawrence F ranko 


~ No. 21984 Future Trends in Japanese 
Overseas Investment. Felicity Marsh 


No. 3 1984 The Sources of Japanese 
Manufacturing’ s Competitive Edge, Mary Saso 


| 1984 Japanese Com panies in the UK. 
Dunning. 


© 


Each issue of Multinational Business carries 

three In Depth articles dealing with key issues. 

“The second half of the review consists of shorter 
notes on events and trends, with regular features 


-ön legislative developments, publications and 


currency. 
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"Order Form 


E Please enter an annual subscription to Multinational Business 
ETIS or 89220. Postage extra UR £1.50. Overseas £2.50 or USS5. 
Airmail £8 or USSI18. 

[elPtease send a copy of the issue for en LOBE E31 or USSO2. 


(]Please send details of EIU publications 


on enclose payment of or] please invoice (for 


i Subseri sae 


le to The Economist Intelligence Unit 
“Lamite: 
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There's no mystery to a Johnson Matthey- 
& Wallace managed futures account-——just 
solid professional managers with a proven. 
ability to successfully invest client funds. 

As members of the Johnson Matthey | 
Group (one of the world’s largest dealers 
in precious metals), we know that con- 
sistent success depends upon achieving 
investment objectives without devi 
from a well conceived strategy where the 
rewards are carefully weighed against the 
inherent risks. : 

So let us take the hocus pocus out of 
futures. After all, the only magic should 
be the potential profits. . s 

For more information, call Burt Kozloff 
at 212-488-0622 or write: 


Johnson Matthey & Wallace 
One World Trade Center New York, N Y 10048 


Name. 








Address 
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` The combination of a superb location, the highest levels of comfort and facilities, and standards 
of service which never slip below impeccable, confirm the Hotel Athenaeum as one of Europe's 
most luxurious hotels, A wealth of technical facilities and professional expertise ensure that ` 
conferences and conventions are organized to the same exacting standards. For the discerning | 
business traveller, Europe's finest hotel is also Athens’ number one meeting place 


THE ADVANTAGE IS INTER: CONTINENTAL| 
HOTEL ATHENAEUM INTER: CONTINENTAL] 


89-93 Syngrou Avenue, Athens 405, Greece. Telex: 221554 ATHI GR. Telephone: 902-3666. 


IN ONE YEAR THE UCT. MBA. 
“CAN CHANGE YOUR LIFE 




















Doing your MBA at the University of But most of all the track record of Cape 

Cape Town's Graduate School of Business is an ‘Town's graduates. On-going surveys confirm that 

enriching experience from which you will reap the well over 80% of GSB graduates reach the senior 

benefits for years to come. levels in their organisations, both in South Africa 
The UCT MBA's high ranking is and overseas. 


attributable to many factors: the high calibre of Take 
both students and staff; the School's close ties with eee ae ae 


many foreign business schools such as Harvard, Write to: 










‘Columbia, MLT., Northwestern; the GSB's EA teal or vate 
extensive computer support for its teaching University of Cape Town 
programme which is unique among business Private Bag, Rondebosch 






j ing 7700, Cape Town 
Schools in South Africa. kepubie of South Alii 
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BRITAIN 


Pounds from heaven 


The biggest policy change in British 
broadcasting since the night when com- 
mercial TV started in 1955 is about to be 
sneaked in as an amendment to the cable 
and broadcasting bill. The 15 commercial 
television companies are going to have 
their licences to print money extended 
beyond their previous dreams. And the 
BBC isto lose its virginity and start earning 
ey indirectly from advertising. 

The Beeb will succumb to the lures of 
the flesh not on BBC1 and 2, but on a new 
daughter company, a joint venture in 
satellite subscription broadcasts that it 
will start with ITV companies in 1988. 
The company will make money from pay- 
TV—and commercials, though not on the 
BBC’s own channel. The amendment will 
‘emove from the regulatory body, the 
Independent Broadcasting Authority, the 
‘equirement that it re-advertise all 15 
‘egional ITV franchises for open competi- 


a Sy " 
he IBA's Whitney won't be smiling soon 
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tionin 1989, Instead the present companies 
will get about another seven years’ local 
monopoly to collect advertising revenue 
worth at least £7 billion on today’s figures. 

Why such an enormous goodie for 
ITV? Why seven years? That magic figure 
is the life expectancy of the big direct 
broadcasting satellite (DBS) which the 
government wanted ITV to join because 
the BBC grew frightened of the costs 
involved in going alone. A consortium 
called Unisat—comprising British Tele- 
com, British Aerospace and GEC-Marco- 
ni—will put the bird in space. DBS will 
broadcast three channels to subscribers 
renting small roof-top aerials and paying 
a monthly subscription. Last year the 
BBC got a chairman who could add up, 
ex-accountant Mr Stuart Young. He 
looked at the £20 per household subscrip- 
tion that market research says is the top 
figure people will pay, and at the cost of 
some £400m that it will take to run a 
satellite in space for seven years—and 
then tried to back out or find partners. 
Although DBS will eventually take ad- 
vertising this might not come until it has a 
base audience of 2m. 

The ITV companies at first asked for an 
indefinite extension of franchises, but are 
pleased with getting away with the big 
concession they have extracted. Not 
many investments of under £200m pro- 
duce revenues of £7 billion. But they are 
not completely over the moon, as it were. 
The BBC's director-general, Mr Alasdair 
Milne, has outflanked them by securing 
control of the joint venture. The BBC will 
have 50%, while ITV shares its 50% with 
another private-sector company, under- 
stood to be Thorn-EMI, which has been 
talking with the BBC, 

Some Whitehall advisers are not happy 
with this idea. They reckon that the 
aggressive department of trade and indus- 
try has steam-rollered the project over 
home office objections by talking up the 
number of jobs that will be created in 
Britain’s satellite industry. 

They argue that the BBC should not 
have it both ways—keeping its public 
broadcasting duopoly and yet linking in 
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space with its only rival in a commercial 
television venture. The IBA is quietly 
fuming; control over space broadcasting 
will be allocated to a new broadcasting 
quango, the fifth formed by Mrs Thatch- 
er’s ministers in five years. The IBA boss, 
Mr John Whitney, thinks that the BBC’s 
claim to be doing public broadcasting 
from its satellite is a farce, since the staple 
will be films, American soap operas and 
sport—he calls it “juke-box telly”, which 
any chairman of the IBA should be able 
to recognise when he sees it. 

The opponents of the scheme have 
probably already lost. Unless there is a 
last-minute revision, the amendment will 
be nodded through a small group of 
ministers next week in time to be tabled 
after Easter. 


Social security 


Laying hands on 
the welfare state 


On April 2nd, Mr Normal Fowler an- 
nounced “the most substantial examina- 
tion of the social security system since the 
Beveridge report 40 years ago”. After 
two years of false starts by the think-tank, 
highly politicised leaks and Downing 
Street hysteria, the show is finally on the 
road. It might not have happened: 
bruised by the row over health service 


finances, the cabinet was wary of laying 


hands on further sacred cows. But Mr 
Fowler and the treasury won their way. 
Good luck to them. Britain is saddled 
with a social security system which costs 
£35 billion a year, and yet fails to do its 
job properly. Previous attempts by 
successive governments to iron out its 
anomalies have led only to further com- 
plexity. Will Mr Fowler’s clutch of re- 
views mean thorough and effective re- 
form, or just another round of tinkering.? 
Four separate reviews are planned, all 
to report by the end of this year. A study 
of pensions is already well under way, and 
a rethink on the housing benefits scheme 
has been on the cards since February. 
Now, the safety-net of means-tested sup- 
plementary benefits that supposedly pro- 
tects the poorest, is to be reviewed; so is 
the confusing array of benefits paid out 
for children and young people. There is 
also to be a survey of the extent of 
disablement, as a first step towards possi- 
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The Greenham Common women's 
peace camp, born in the autumn of 
1981, is no more—for the time be- 
ing. Police and bailiffs moved in in 
force on Wednesday morning and 
swept the protesters and their tents 
away. The protest will go on, said 
the protesters, from three camps 
on land nearby. 


ble reform of disability benefits. 

The main aim, says Mr Fowler, will be 
to make the benefits system simpler and 
more efficient. A worthy cause—and one 
that this government has tried and failed 
at twice already. The first attempt, in 
1980, followed a review by the previous 
Labour government of supplementary 
benefit. The 1980 act aimed to clear up 
the rules on entitlement by giving the 
benefits a clearer status in law, and taking 
them out of the discretion of benefit 
officers. Four years on, the change has 
made little difference; 35,000 staff are 
needed to operate the system for its 4m 
claimants. The system is so complicated 
that a quarter of those entitled to benefit 
| do not claim. 

The problem is largely one of scale. In 
Beveridge’s Britain, only one person in 33 
relied on the safety-net of national assis- 
tance, which preceded supplementary 
benefit. Today, national insurance bene- 
fits are lower, so more people (one in 
eight) fall into the net. 

Worse followed in 1982, with the intro- 
duction of housing benefit. This was sup- 
posed to make it simpler to claim help 
with rent and rates by merging the two 
previous systems into a single scheme, 
administered by local authorities. A good 
idea, but it was rushed in too quickly, and 
the authorities could not cope. The 
scheme was too complex to be under- 
stood even by the officials administering 
it, let alone claimants. The government 
| then made matters worse by making cuts 

in the scheme before it was through its 
teething troubles. Last February, Mr 
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Fowler had to agree to cut some of the 
cuts, postpone others and review the 
whole scheme. 

Mr Fowler has been strangely ambigu- 
ous about the range of his new broom. 
His original statement was narrowly con- 
fined to the four individual areas of 
benefit. Later, however, he protested 
bravely that nothing would remain out- 
side his reach. (Well, almost nothing: 
spending more money is strictly out.) He 
also added, later, that the four reviews 
would be co-ordinated by a central team 
within his department; and eventually 
ministers, it seems, will look at the whole 
area of benefits in relation to taxation. 

In particular, Mr Fowler appears will- 
ing to look again at whether Britain really 
needs a separate system of national insur- 
ance, with contributions amounting to a 
secondary (and hefty) layer of income 
tax, and a corresponding layer of bene- 
fits. He will also be hoping to dismantle 
the two “traps” caused by the overlap 
between the tax and benefit systems: the 
“poverty trap” that catches low earners as 
they move up the income scale and lose 
means-tested benefits, and the “unem- 
ployment trap” that makes some people 
almost as well, or even better, off on the 
dole as in a job. 

Predictably, the opposition has written 
off Mr Fowler’s reviews as a crude device 
to cut welfare spending. Any savings, he 
has said, will go either into benefits or tax 
cuts. 


Local government 


Mr Jenkin’s 
mare's nest 


The environment secretary, Mr Patrick 
Jenkin, is clearly determined to leave his 
footprints all over British local govern- 
ment, and he is not too worried if what 
they show is hobnailed boots. No sooner 
had he sent his rate-capping bill off to the 
house of lords than he introduced the first 
stage of his legislation to abolish the 
Greater London Council (GLC) and the 
six metropolitan county councils. 

The new bill makes interim arrange- 
ments pending final legislation next year. 
Mr Jenkin will take powers to suspend the 
1985 elections to metropolitan county 
councils and the GLC while placing a 
duty on the metropolitan district councils 
and London boroughs to appoint mem- 
bers of interim councils instead. These 
will last only one year. Labour-controlled 
councils will oppose these powers; so Mr 
Jenkin will force them not merely to 
nominate but to do so in fair proportion 
(has anybody told Mrs Thatcher?) to the 
balance of parties on the council. He will 


thus prevent them trying to turn the 
interim upper-tier councils into one-party 
states. 

There is a long haul ahead. First Mr 
Jenkin has to stop a sensible rationalisa- 
tion of metropolitan government being 
hijacked by the grandees of his new joint 
boards for specific services. Fire, police 
and transport in the metropolitan coun- 
ties—plus fire in all London and educa- 
tion in inner London—will be run by new 
statutory joint boards, made up of nomi- 
nees from the lower-tier councils. 

Savings on other services (eg, garbage 
collection, trading standards) will be min- 
imal. A report by Coopers and Lybrand 
for the metropolitan counties has told the 
counties what they wanted to hear: name- 
ly, that it is not sure whether their aboli- 
tion will save money or not. If there is no 
change in the level of services, and if the 
districts all co-operated nicely with each 
other, says the report, then there could 
still be extra costs (including transitional 
costs) of £9.5m a year—or there could be 
savings of £4m a year, with associated jol 
losses of 450-550. But if co-operation is 
more limited, abolition could cost an 
additional £1lm-21m a year and add 
1,200-1,400 extra jobs. 

Mr Jenkin will say these figures are 
back-of-the-envelope guesswork, based 
on the assumption that his reform does 
not cut out unnecessary services, which 
he hopes it will. His opponents reply that 
Coopers’ costings did not cover the joint 
boards. Coopers’ assumption was that 
they would cost no more than the present 
set-up. Usually, new set-ups cost more. 
Single-purpose authorities do not have to 
compete with each other for funds before 
independent treasurers and chief execu- 
tives. Without that discipline, chief con- 
stables and fire officers may simply levy 
their precept on the local boroughs and 
have their men in Jaguars and gold braid. 
This already tends to happen with the fire 
service in London, even under putative. 
GLC control. That is why the treasum 
and prime minister are so keen to control 
joint board finances for three years. 

What happens after that? The answer is 
likely to be a central cash limit for every 
joint service, with more howls about the 
death of local government as we know it. 
Already the GLC’s historic buildings 
board is to be rescued but taken under the 
wing of the new, nationwide historic 
buildings commission. 

Mr Jenkin can take some comfort from 
the Labour party’s difficulties. It is sad- 
dled with a manifesto commitment to end 
the present confusing division of services 
between the two tiers, and establish uni- 
tary district authorities. It will duck that 
embarrassment by claiming that the bill is 
just a vendetta against Labour-controlled 
councils. But Labour will not commit 


THE ECONOMIST APRIL 7, 1984 


re-establishing all the metropoli- 

unties; its local notables see some 

(Merseyside?) as more useful than others 
_ (West Midlands?). 

In London, however, Labour will fight 
to the death. It is convinced that two tiers 
are desirable. By a three to one majority 
in a recent Mori poll, Londoners said they 
did not want the GLC to be abolished, 
and the GLC is spending a lot of ratepay- 
ers’ money pushing this and other propa- 

„ganda. for itself around. A tidy cabinet 
debate is proceeding between Mrs 
‘Thatcher and the education secretary, Sir 
Keith Joseph, over the Jatter’s enthusi- 
-asm for a directly elected inner London 
‘education authority. Mrs Thatcher re- 
-gards this as shades of the old London 
County Council, whose area was the same 
inner group of boroughs. None the less, it 
seems increasingly likely that Sir Keith 
will win, with support even from inside 
the environment department. 


i teith Joseph, the education secretary, 

has thrown the cat among the pigeons 

: He has issued a consultation docu- 

ment which suggests that all new head 

< teachers should have to serve a two-year 

tionary period. Local education au- 

ies would have to. report to him on 

-the progress of each head teacher, and 

tell him whether he or she makes the 
_ grade: . 

Might. two years be too short? What 
appens to the doddery head teacher, 
ho has lost the ability to manage a 
chool-or-its children? Worry not. Sir 

_ Keith hás an answer. He has made it clear 
hat his’ proposal is but a precursor to 
egular assessment of the performance of 

wall heads, new or old, in the interests of a 

ter managed education service. 

~The National Association of Head 

Teachers says the document is an insult to 
[heads and to those who appoint them. It 
esents the implication that heads need to 
é watched- like hawks, and that they 
annot- already be.fired for incompetence 
though few are). 

Behind the predictable cry of rage lies a 
leper fear; The education ‘service, ad- 
ministered by local authorities, has grown 
ised to seeing the department of educa- 
ion as anally in defence of “professional 
alues” by which it sometimes means the 
ight of teachers pretty much to run their 

schools as they see fit. 
rKeith and his civil servants are now 
fetermined to take on the educationists, 
ake of both efficiency: and the 
Ty of national objectives set not by 


The profitable keystroke 


Mr Barrie Williams, the editor, sits alone 
in his office. The pickets are flying 
outside the nearby Nottingham coal pits. 
But he is calmly gazing into his computer 
terminal, reading a feature on Notting- 
ham’s own ice-cool skaters Torvill and 
Dean. Downstairs a sub-editor is count- 
ing a headline for the agony column on 
his terminal. Across the room, the cur- 
rent edition’s lead story about death and 
injuries among coal pickets is being re- 
vamped in seconds on another terminal. 

This is the Evening Post in Notting- 
ham, the only city daily newspaper in 
England where the mighty print unions 
appear to have been fully tamed. Calm- 
ness prevails because its journalists are 
using today’s newspaper technology the 
way it is supposed to be used: to write, 
edit and file stories directly into a com- 
puter ready for printing. American pro- 
vincial newspapers began doing this al- 
most 20 years ago. 

New technology can cut manpower or 
create it—depending on which job you 
do—-by speeding up production. As in 
America, the Nottingham newspaper's 
success has come after years of battles 
with the print and journalists’ trade 
unions. 

At Nottingham, both the National 
Graphical Association (NGA) and the 
National Union of Journalists (NUJ) 
have been kicked out. There were 214 
compositors in 1967. Now there are 28. 
But the paper, with a daily circulation of 
140,000, has 20% more pages in its 10 
editions. Production workers have been 
redeployed. A former compositor is run- 
ning a side business for the newspaper 
selling letterheaded paper and business 
cards. As for speed, on Saturday after- 
noons, two women pump football results 
into the computer which is programmed 
to produce a half-page of results and 
tables in 15 seconds. 

Mr Christopher Pole-Carew, the man- 
aging director, is overjoyed at the profits 
from his union-free hand. The newspa- 
per produces 90% of the profits of its 


: parent, Forman Hardy Holdings, which 


last year were £1.5m before tax com- 
pared with £1.15m in 1982, having 
reached a pre-recession peak of £1.8m in 
1981. 

New technology is still a dream for 
most of the other British provincial 
newspapers. The Newspaper Society, 
which represents the provincial press, 


wants the unions to agree a joint pro- 


gramme for introducing new technology 
by the end of this year. The employers 


want journalists to have direct access to 


the computer and they are adamantly 
opposed to ‘the unions’ demands for 
closed editorial shops. The NGA insists 
that unions retain control of journalists’ 
copy and typesetting. 

The NGA fears that allowing direct 
entry would cost one third of its 11,000 


members in the provincial press in five 
years. The Newspaper Society says that 
in America more jobs were created: the 
numbers employed in the newspaper 
industry increased from 345,000 to © 
393,000 between 1965 and 1977 even. ` 
though production workers fell by 10:000: 
to 165,000—when their newspapers 
switched to direct-entry: systems: The’ 
NGA argues that the American compos- 
itors’ union, the ITU, took the. brunt, 
losing 72 000 of its 110,000 jobs between 
1967 and 1983. = 
The number of provincial newspapers: 
in Britain has been falling. Employers 
reckon that new technology would create 
more newspapers and provide jobs for 
redundant production workers. “News 


Provincial newspapers: 
Advertising revenue 


py 


as % of total UK 
advertising 
revenue 


81 82 B3est 
Number of titles ‘ : 
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papers want to shift the cost from pro- 
duction to marketing. They want to 
retrain production workers for market- 
ing jobs that will bring in revenues rather 
than add to production costs,” says Mr 
Dugal Nisbet-Smith, the director of the 
Newspaper Society. 

This would give established newspa- 
pers a chance to compete against rising 
competition for advertising revenues, es- 
pecially from the booming 580 local free- 
sheets producing 24m copies a week (see 
chart), and from local radio and regional 
television stations. Local newspaper 
publishers own about half of those: free- 
sheets but the other half have been. able 
to start from scratch and set ‘their own: 
union-free rules. 

Advertising revenues are now rising 
again for the provincial newspapers. 
Now is the time, according to the News 
paper Society, for them to bu 
technology and compete. In Nottin; 
they reckon that comes 20 years la 
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the educationists and local authorities, 
but by central government. The consulta- 
tion paper says.that the national educa- 
tion inspectorate will tell Sir Keith how 
the probation arrangements shape up. 
The inspectorate, keen to keep the trust 
of both sides, may not like that, 

Sir Keith's document sounds too much 
as though it came from nanny. Chief 
education officers do not need to be told 
that heads should have detailed job de- 
scriptions and access to training facilities. 
But lack of tact can be put down to 
novelty. The education department will 
get better at telling teachers and local 
authorities what they want to see done, 
how, and when. The profession had bet- 

' ter get used to the idea; as it ought to, but 
doubtless won't, to the rather better idea 
that teachers who can’t do their jobs 
should lose them. 


Miners’ strike 


The coal war 
rumbles on 





Like generals sticking pins in campaign 
maps, the bosses of the coal, rail and steel 
industries were this week nervously plot- 
ting the small shifts in the progress and 
the effects of the coal strike. For the 
record, the coal board got to Thursday 
with 43 out of its 176 mines, mostly in 
Nottingham and the Midlands areas, pro- 
ducing at the rate of the same 450,000 
tonnes that was dug out the previous 
week, 25% of normal output. Of the rest, 
123 were on strike, and 10 had miners at 
work but not enough to bring coal to the 
surface. 

The support from the rail, transport 
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They shall not pass—not that it makes much difference if they don’t 


and seamen’s unions was not yet having 
the effect their leaders hoped for. The 
steelworkers were at Open war with the 
miners, clashing over pickets’ attempts to 
block the two coal trains needed each day 
for the vulnerable Ravenscraig works 
near Glasgow. The steelmen’s leader, Mr 
Bill Sirs, said he did not want his industry 
“sacrificed on someone else’s altar”. 

British Rail was sending home between 
six and 12 railmen a day for refusing to 
drive coal trains, and re-assigning other 
drivers who refused to cross picket lines. 
British Rail claimed that it was moving 
nearly 40% of the 1.5m tonnes of coal it 
normally carries in an April week—near- 
ly all that was available. 

Moderate miners in Nottinghamshire 
sent shivers down government spines in 
mid-week, when the union’s area execu- 
tive there suddenly switched policy and 
called on its members not to cross the 
flying picket lines they had struggled 
through for weeks. That call had, howev- 
er, to be ratified on Thursday, April Sth, 
by an area delegate conference of 250 
miners. Such conferences have a long 
tradition of overthrowing such calls. 

There were three reasons for the 
change of line. The rail unions in the area 
were angry at being asked to black move- 
ments of coal produced by miners who 
refused to come out. Also, the Notting- 
ham area leader, who sits on the miners’ 
national executive, which will meet on 
April 12th and can hardly avoid consider- 
ing a national ballot on strike action, can 
improve the chances of getting support 
for that idea if he appears to come into 
line meantime. More deeply, Nottingham 
miners’ leaders are still haunted by the 
memory of being ostracised for breaking 
ranks in 1927, when they formed a sepa- 
rate union and sat down to deal with the 








wage-cutting coal owners. They only 
came back into the NUM fold in 1937 
when rearmament was reviving the mar- 
ket for coal. 

Power stations were unaffected by the 
pickets at their gates, but their coal stocks 
will now be around 20m tonnes. On a 
mild spring day, peak electricity con- 
sumption reaches about 28 gigawatts, but 
for most of the day it runs at barely 20 
gigawatts. Oil-fired and nuclear power 
stations on their own can produce 15 
gigawatts. 


Historic buildings 


Bulldozed 


Britain’s heritage quango, the historic 


buildings and monuments commission, 
faced two immediate problems as it came 
to birth this week. The first was what to 
do with the Greater London Council’s 
historic buildings board, a much-applau¢ 
ed guardian of London architectur 
Take it over was the snap and satisfactory 
answer; an announcement from the gov- 
ernment is expected shortly. 

The second problem will not be so 
readily solved: Mr Nigel Lawson’s budget 
imposition of 15% Vat on building alter- 
ations. This imposition, made without the 
foreknowledge of the environment de- 
partment, let alone the fledgling commis- 
sion, will more than take back the £4m 
Mr Lawson proudly donated in his budget 
to save Calke Abbey for the National 
Trust. Some Whitehall estimates even 
suggest it will more than wipe out the 
entire existing £18m historic buildings: 
grant fund: a devastating blow, if it is 
true, to the heritage lobby. A number off 
counties have put an immediate stop ons 
all building restoration work pending® 
clarification. The incipient stately home 
conversion industry has said it will pack, 
up shop if the tax goes ahead. 

Even allowing for hyperbole, the go 
ernment appears to acknowledge it has 
taken a wrong turn somewhere. Ministers) 
seemed chastened at the commission’s9 
launch on Monday by the vehemence 
with which its new chairman, Lord Mon 
tagu of Beaulieu, attacked the new tax 
Under the old rules, alterations to build 
ings were not subject to Vat. Repair 
were, but the owners of old buildings 
often found a way of arguing that restora 
tion of such properties was in effect amii 
alteration; as sometimes it plainly was— 
for instance, conversion into flats. 

By closing this escape route, the chani 
cellor has knocked a major hole in thes) 
government’s hope that private-sectom) 
restoration would relieve government otii 
the burden of much of the country” 
building heritage. The people most af 
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Montagu chastened Patrick Jenkin 


fected will be the smaller developers and 
restoration trusts, operating on very tight 
argins to get a derelict building— 
Pure. station, warehouse or manor 
jouse—back into shape rather than 
knock it down and rebuild. These people 
have no Vat inputs to offset the new tax. 

The treasury could solve the problem 
by boosting the commission’s finances 
enough to compensate historic building 
owners for the new tax; or it could simply 
exempt such buildings. Or, of course, it 
could do nothing. Exemption is loathed 
by the customs and excise. If historic 
buildings, why not all charities, or the- 
atres? Yet to increase the historic build- 
ings grant would run against the incentive 
principle which the government was seek- 
ing to foster. 

The odds, at present, are on an exemp- 
tion. Certainly, the new commission is 
acutely aware it will be judged by how it 
can handle its political masters on this 
issue. After that, it can settle down to its 
more publicised task of making Britain’s 
monuments—from Stonehenge to the 

ower of London—more commercially 
attractive. 


Dairy farming 
After Brussels 


“Savage... hardship... bankrupt- 
cies.” The reactions of some of Britain's 
dairy farmers to the news that EEC farm 
ministers are to restrict milk production 
were predictably unrestrained. That 
sounds good news for taxpayers, and for 
once it is. 

Britain’s ministry of agriculture was 
this week hammering out the details with 
the milk marketing board (MMB), which 
will administer the new scheme. The first 
question is how to allocate the national 
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quota. Each country will be required to 
limit production to the amount produced 
in 1981 plus 1%, which, for Britain, 
means 15.7m tonnes, or 7% less than last 
year’s production. How each country al- 
locates its total is its own decision. The 
ministry of agriculture wants to do it by 
cutting a fixed percentage off British 
farmers’ 1983 output; 1981 was an uneven 
year, with milk production in some parts 
of the country depressed by bad weather, 
it says, and it does not want to penalise 
farmers who have expanded since 1981. 
But the MMB wants to set the quota at 
10% less than 1983 production and hand 
out the extra 3% capacity to those in 
special need (eg, farmers whose herds 
suffered from brucellosis in 1983 and who 
could not sell their milk). 

Next question: should the quota apply 
to the farmer or the dairy to which he sells 
his milk? The EEC favours dairy quotas, 
mainly because they will be so much 
simpler to operate. But in Britain a dairy 
quota would be meaningless, because the 
“dairy” is the MMB (or its Scottish and 
Ulster equivalents), which would then 
have to carve up its quota between pro- 
ducers. Result: farm quotas anyway: So 
each farmer will be allocated, by the 
ministry, a volume of milk production. If 
he exceeds it, he will forfeit 75% (or 
about 13p a litre) of the normal price for 
the excess—the so-called “‘super-levy”’. 

The trickiest problem is whether quo- 
tas should be transferable (as those for 
potatoes and hops are). Britain’s farm 
minister, Mr Michael Jopling, claims to 
have won “total flexibility” on this point 
by inserting the word “may” into the part 
of the Brussels agreement that would 
have restricted quota transfer to small 
farmers. He must juggle the arguments 
carefully. 

On the one hand, farmers want to be 
allowed to buy and sell their quotas and 
so rationalise their production at its most 
profitable level. Otherwise, those in the 
throes of expanding their herds will be 
trapped at the wrong production level for 
their land area, parlour size or labour 
force—and unable to do a deal with 
neighbours who are reducing their herds. 
On the other hand, it is argued, a free 
market might soon lead to the concentra- 
tion of all the milk-producing capacity in 
the hands of a few, mechanised milk 
moguls in the rich eastern parts of the 
country, leaving poor hill farmers unable 
to compete. 

That might happen, but it is not a 
reason for rejecting flexibility. The small- 
holders of upland Britain, with their poor 
land and slim bank accounts, should wel- 
come the introduction of freely transfer- 
able quotas. It hands them a saleable 
asset, while guaranteeing them a level of 
production if they choose not to sell. The 
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difficulty they have in competing with 
farmers on better land is a different 
problem—and in no way a new one— 
which can be dealt with, as it is now, by 
special support schemes. The signs are 
that Mr Jopling wants to tie the quota to 
the land, not the farmer—thus getting the 
worst of all worlds. 

What effect will quotas have on the 
average British dairy farmer? He-owns 63 
cows and a highly automated milking 
parlour. Last year he produced over 
320,000 litres of milk and was paid about 
£47,000 for them. Compared with 1981 he 
squeezed 275 more litres from each cow 
and added four more cows to his herd. 


His quota—on the MMB plan—will mean ~ 
nearly £5,000 less in gross receipts,“ 


though not, of course, in net income. He 
can continue, if he chooses, to produce 
extra milk but use it on-farm—fo feed 
calves, for instance, and save on bought- 
in feed. 

The farmers forlornly pleaded for a 
three-year breathing space to reach the 
target production. Some will feel the 
pinch. The National Dairy Producers As- 
sociation direly predicts that 10,000 dairy 
farmers will go out of business in the next 
three years. 

Last week the price of dairy cows 
plummeted, as the farmers dropped all 
thought of expanding their herds. This is 
likely to glut the beef market, cancelling 
the exaggerated predictions of a rise in 
the price of beef after the removal of 
Britain's beef export premium. 

The farmers’ pleas were not unreason- 
able: a farm, with its fixed equipment, 
cannot shift painlessly from one pattern 
of output to another overnight. Laymen 
are too glib when they say that the dairy 
farmer should simply switch into beef 
instead. There is no “simply” about it: 
beef is a different enterprise (albeit much 
British beef comes from the calves of the 
dairy herd), involving different cattle, 
different farm buildings, different skills, 
markets and financing. How many indus- 
trial enterprises could face all that at one 
blow? 

A likelier switch, in the east of En- 
gland, would be to join the ranks of the 
grain barons, who, despite a 1% cut in the 
guaranteed price of cereals agreed in 
Brussels last week, will still get a huge 
subsidy for as much as they can produce. 

That would increase the cost of grain 
surpluses twice over, by boosting the 
supply and cutting the demand for cattle 
food. Which makes the grasping of Eu- 
rope’s next nettle, grain quotas, all the 
more urgent. 

The real worry of Britain’s dairy farm- 
ers is that the 1984/85 quota will be 
further reduced next year and again 
thereafter if European ministers get a 
taste for budget cutting. 
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| Jepends. how 
ou look at it 


Constable John Robinson fired 15 rounds 
through the door of a car, killing the 
_ driver, whom he: recognised. He then 
Iked round-to the other side of the 
vehicle and put four rounds in the passen- 
ger, killing him too. This.was at a road 
block, in December; 1982. The men in 
the car were unarmed, and the handbrake 
_ Was on. The judge, sitting alone (for this 
took place in Northern Ireland), decided 
tt Mr Robinson had reason to think he 
ad been or was about to be fired upon, 
that the car was about to be driven off. 
The constable was cleared of murder. 
~~ Once again, a verdict hasbeen received 
in entirely different ways by the spokes- 
‘men for Ulster’s rival communities, Re- 
publicans think the police have lied to 
cover up, a secret operation that went 
adly wrong: It was alleged during the 
al that ‘Constable: Robinson, an anti- 
terrorist: specialist, was part of a team 
effort extending into the Irish republic, in 
which the British security forces had 
oped to catch Mr Dominic McGlinchey, 
ader: of the so-called Irish National 
ration Army. There had been a tip- 
f that Mr McGlinchey would be driven 
across the border by the man who in fact 
died at the wheel of the suspect car: both 
the dead men were INLA members. 
But among the security forces the clear- 
ing of Constable Robinson has been 
_ greeted with vast relief. Several trials are 
pending of policemen and soldiers who 
“have killed people while on duty. Morale 
has suffered, especially among the part- 
_ time (and almost entirely Protestant) sol- 
diers of the locally-recruited Ulster De- 
ce Regiment. Prison officers too have 
ypenly objected to what they regard as 
the soft regime forced upon them by their 
political masters. It is common enough 
or law-and-order people to believe that 
they are being asked to fight crime with 
one hand tied behind them. In Northern 
land the belief can quickly develop 


















































arge. The Dublin authorities thus aban- 
doned what may have been. their-right to 
-try Mr McGlinchey first, for crimes alleg- 
edly committed on their soil, where he is 
said to have claimed responsibility for 
_ several killings.: The: Northern Ireland 
courts, for their part; could normally take 
notice only of the: specific charge upon 



















based, although he is also said to have 
claimed several killings in Ulster too. 

It could be, therefore, that Mr McGlin- 
chey. will face only a single, seven-year- 
old murder charge, which could be hard 
to prove. In the delicate climate sur- 
rounding the whole question of criminal 
jurisdiction in the two Irelands, the 
McGlinchey case will have to be handled 
with all the safeguards of the law, howev- 
er keenly the police of both countries 
want to throw the book at him. 


North Sea gas | 
Buy Norwegian? 


British Gas is having to fight for its future 
supplies. By 1995, existing contracts will 
cover only about one third of demand. It 
wants to import gas from Norway’s giant 
Sleipner field to help fill the gap. But its 
critics reckon the money would be better 
spent at home, encouraging development 
of new gas fields in Britain’s North Sea. 

The controversy comes at a tricky time 
for British Gas. Throughout the 1970s, 
the problem was finding not gas, but 
customers. Big acquisitions like the 7 
trillion cubic feet of reserves in the An- 
glo-Norwegian Frigg field and 25 trillion 
cubic feet in big southern North Sea fields 
like Lehman allowed the corporation to 
encourage a tripling of consumer demand 
in the 1970s. Demand is now expected to 
run at 1.8-2 trillion cubic feet into the 
1990’s. But reserves to supply it are 
running out fast. 

At first glance, Sleipner should gain 
quick approval. Its 7 trillion cubic feet of 
reserves would begin flowing in just as 
Frigg’s production begins to decline in the 
early 1990s. Imports would stay at about 
today’s level of 30% of demand for the 
rest of the century. And there would still 
be plenty of demand left over, British Gas 
says, for the 25 trillion cubic feet or so. of 
gas which lies in smallish fields (mostly 
well under 1 trillion cubic feet apiece) in 
Britain’s southern North Sea. But the 
Sleipner deal, says its critics, could stifle 
development of British gas fields and 
push up prices to consumers. Controver- 
sial issues include: 

@ Price. British Gas would pay more for 
Sleipner gas than it does now for new 
supplies from the North Sea. At today’s 
exchange rates, the Sleipner price is 
around 28 pence per therm. North Sea 
producers are negotiating deals at about 
23 pence. 

@ Foreign exchange risk. British Gas is 
running an exchange risk in the dollar- 
based Sleipner deal. With payments fore- 
cast at £1.5 billion a year (£20 billion over 
the life of the contract), and sterling likely 















































to lose its petro-status, that is no smali 
matter. A 
@ Taxation. As Britain’s oil production 
falls, so will the treasury’s tax revenues. 
The. treasury will make no money on 
Sleipner’s production, but it might gain’ 
extra revenue from the faster develop-' 
ment of British gas fields needed to meet 
demand without Sleipner’s supplies. 

@ North Sea development. Will the 
Sleipner deal slow British North Sea ` 
development? No, says British Gas; it will ` 
almost certainly buy everything British 
gas producers can offer through the’ 
1990s-——-although the prices may be slight- 
ly lower than it is paying for Sleipner’s 
gas. And paying British producers more 
would not produce much more British gas 
because the oil companies are making 
good profits on their gas- fields already. 

@ Alternate supplies. British Gas reck- 
ons it has got the best possible deal for 
Sleipner, and that postponement would 
both annoy the Norwegians; who have so 
far been faithful suppliers, and force later 
re-negotiation at a higher price. Together 
with the higher prices. it would have to 
pay to encourage British gas production — 
in the interim, that would mean unneces-: 
sarily high prices for the consumer. 

But a firm of consultants, Gaffney, 
Cline, calculates that without Sleipner, = 
British Gas could face real increases in 
costs of 3-4% through the 1990s; with it, 
costs could rise 4-5% Critics also suggest 
that the price of alternative European 
supplies should fall over the next few 
years—particularly with the advent later 
this year of gas flowing through the Sibe- 
rian gas pipeline into an already glutted 
European market. 

British Gas and the Norwegians are. 
pushing for a quick go-ahead. for. . 
Sleipner—in time for the Norwegians to 







report their plans to their parliament 
during its spring sitting. The Norwegians, 
in particular, worry about ensuring mar- 
kets for their expensive-to-develop gas in 
the current glut. Britain’s treasury, on the 
other hand, wants a re-think of Sleipner, 
as do some of the oil companies. Other oil 
companies, however, reckon that they 
might be able to win both ways. If 
Sleipner is blocked, they will get higher 
prices for their British gas reserves. If it is 
not, and a development-threatening glut 
ensues, they will have a strong case to 
lobby for permission to export gas into 
continental markets—where gas prices 
are typically higher than in Britain. 


Data protection 
Promise not to tell? 


The health professions have won a major 
victory in their battle to protect the confi- 
_dentiality of medical information held on 

somputers; but the government’s data 
protection bill remains, in the words of 
Sir Norman Lindop, “fatally flawed”. Sir 
Norman chaired an official committee on 
data privacy in 1978. It suggested many 
safeguards which the government has 
chosen to ignore. 

The bill would give people the right to 
see what any computer file has stored 
about them—unless the information is 
considered by somebody, somewhere, to 
relate to national security, the detection 
of crime, the collection of tax or the 
licensing of motor vehicles. The home 
secretary may also stop people checking 
up on information if he thinks it likely to 
prejudice “the carrying out of social 
work”. The British will be more subject 
to official computer snoopers than any- 
body else in western Europe. 

The British Medical Association and 
other organisations of the health profes- 
sions have been fighting the bill, because 
t would give doctors no way of guaran- 
teeing that their patients’ secrets would 
remain confidential once these had 
passed into electronic files. They wanted 
the bill amended to contain a statutory 
code of practice which should govern the 
disclosure of medical information to po- 
lice, customs and inland revenue comput- 
ers. The government refused. However, 
the inter-professional working group on 
access to health information, led by Sir 
Douglas Black, has, in fact, succeeded in 
getting the sort of legally binding code it 
wants—but under the national health act 
of 1970. Mr John Patten, the junior 
health minister, has agreed that all ser- 
vices under the jurisdiction of the depart- 
ment of health and social security will 
|) sobey a statutorily binding “code of guid- 
ance”. And the home secretary, Mr Leon 
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Brittan, has grumpily conceded that the 
code should cover other medical informa- 
tion—about private medicine, for exam- 
ple, and that held by local authorities. 

The ease with which computerised in- 
formation can be stored and transferred 
makes it especially necessary to check and 
protect it. Many professions will envy the 
statutory code the medical profession has 
now won the right to draw up. They may 
press to get similar codes—as, indeed, 
Lindop recommended. 

But as the bill stands, the new registrar 
of data users, who will enforce the law, 
will not have the power to approve statu- 
tory codes of practice for any business or 
profession. Each company will have to go 
to the expense of hiring lawyers to scru- 
tinise its computerised record-keeping of 
routine things like personnel files to see if 
it complies with the new law. 

The government has also invited chaos 
by refusing to permit the new law to be 
phased in gradually. All data users (a 
category whose definition will keep many 
lawyers busy) must register with the data 
tribunal as soon as the law is passed. 
There may be 80,000 or 500,000 of 
them—nobody knows—so two years will 
pass before Britain can begin to claim that 
it is protecting personal data and thus to 
ratify the European convention on auto- 
matic data processing. This is the only 
reason the government wants a data bill 
at all: not to protect the public, simply to 
protect British companies’ right to pass 
data across national boundaries. It is a 
cynical law, offering the least stringent 
protection in Europe. There is still time 
for parliament to amend it. 


Air fares 


Lower, please 


Good news for trans-Atlantic travellers, 
Despite the protests of British Caledo- 
nian (yet to activate its dormant licence to 
fly between Gatwick and New York), the 
Civil Aviation Authority is authorising 
Virgin Atlantic Airways (yet to acquire its 
first aeroplane) to fly between Gatwick 
and Newark, the New Jersey airport 20 
minutes from Manhattan. 

Virgin says it will start on June 15th 
with a fare of £99 for its daily one-way 
flight, rising to £119 later in the summer. 
That will provide good competition for 
People Express, the American upstart 
which proved last year that travellers who 
cannot afford Pan Am and British Air- 
ways would queue to fly the Atlantic for 
£99 or thereabouts. 

Do not, however, praise the CAA 
excessively. The consumers’ tribute is 
really due to the transport secretary, Mr 
Nicholas Ridley. In a somewhat quieter 
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Branson has taken off already 


fashion than some predecessors (the 
sometime trade minister Mr lain Sproat 
springs to mind), Mr Ridley is proving a 
robust advocate on behalf of Sir Freddie 
Laker’s man on the Clapham omnibus. 
Virgin Atlantic used to be called British 
Atlantic, another paper airline which last 
year asked to provide a first-class service 
to New York. The CAA rejected that 
application, only to be told by Mr Rid- 
ley—newly arrived from the treasury—to 
re-hear the case. 

The CAA has taken Mr Ridley’s hint, 
helped by British Atlantic’s change of 
character: the airline was taken over in 
February by the Virgin group of Mr 
Richard Branson, an upper-middle-class 
33-year-old Englishman who has made 
millions in the pop music business. After 
all, it would be remarkably unfeeling to 
bar an airline offering back-packers an 
entertainment diet of pop videos on supe- 
rior headsets at 30,000 feet. 

Mr Ridley is not resting on his laurels. 
This week he was lobbying his continental 
counterparts for cheaper air fares in Eu- 
rope. This is not an easy task, notwith- 
standing the theoretical commitment of 
the Treaty of Rome to free competition. 
Air transport, mostly state-owned in Eu- 
rope, is still effectively exempted from 
the competition clauses, and this is un- 
likely to change—West Germany, France 
and Italy see no reason to expose their 
national airlines to competition from 
more cost-efficient British carriers. So Mr 
Ridley is trying a different tack. Instead 
of taking on the common market en 
masse, he is seeking bilateral deals. Prime 
candidates are Holland and Belgium, 
both of whose national airlines try to 
attract passengers with cut-price fares 
that they can actually afford. 
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The Annual General Meeting of Barclays Bank PLC will be held in London on 
25th Apri 1984: The following is the address to the Stockholders by the Chairman, 
‘Sir Timothy Bevan, for the year 1983. 
< Lam glad to report that the final result at €557 million is not unsatisfactory, 

“particulanly in the light of the various strains to which international banks have 
- been exposed. Historically, banks‘do relatively well at the onset of a recession, 

en. both interest rates and bank lending have reached high levels, but in 
eturn they continue to suffer in the first phase of a recovery when interest 

es are lower and corporate lending remaing slack, but bad debts continue to 
rise. The past year has been‘no exception; and 1983 was the worst year on 

cord for the number of business failures. Thus itis that our results have again 
‘been adversely affected by provisions for bad and doubtful debts both in the 
‘United Kingdom and overseas, and in recognition of these continuing un- 
certainties, particularly internationally, we have thought it right to increase the 
level of our general provisions to £306 million. 
. As stockholders will know, it is planned to merge the Clearing Bank and 
Barclays International, and so I hope that by the time the next statement 
comes to be written the Group will be operating as one integrated unit; but 
inthe meantime I would like to say a little about some of the divisional 
activities in 1983. 
: U.K. Division 

> In Barclays U.K., Mr Henry Lambert, aGroup Deputy Chairman returned 
as Divisional Chairman on the departure of Mr DV Weyer (who remains on 
‘the Group Board) to be Deputy Chairman of British Telecom. 

Profits have been maintained at much the same level as those of last year, 
but this apparently flat performance conceals a useful improvement - in 1983 

here was a fall in average base rate from 11-9% in 1982 to 9-8%, and 1982's 
results owed around £45 million to profits realised from Gilt-Edged securities. 
We are also now reaping the rewards of a systematic drive on costs,and there 
‘has been a useful growth in fee income from admittedly low levels. 
© Although last year brought an encouraging upturn in several sectors of 
domestic economy, many of our customers, especially in manufacturing, 
“still need nursing, and our bad and doubtful debt list shows that a number 
“have succumbed in spite of our support. Happily more still have succeeded, 

in the difficult and dangerous years since the fist oil shock, in cutting down 
unnecessary expenses, preserving adequate liquidity, and making them- 
selves efficient enough to prosper in the future. Much of the country’s 
_ Success in the years ahead will depend on progress both in the entirely new 
ndustries which science is creating, and on how traditional industries use 
‘modern manufacturing technology and machinery. We have formed à well 
regarded high technology unit to back our rapidly expanding involvement 
in this challenging field. 

We have now had a full year-of Saturday opening and the activity we see 
“shows how much our customers (and those of other banks) appreciate the 
‘service and the informaland relaxed atmosphere in these branches. We are well 
pleased with the response, which has justified our initiative. 

. The proportion of our credit balances held on cheque accounts has been 
maintained at about 26%, but we have been faced with a continuing drain on 
ur seven-day deposit accounts, where funds have again gone to the Building 
societies and to National Savings. Whilst relatively high interest rates, basically 
caused bythedistant U.S. budgetdeficitare attractive tosavers,the consequence 
for the borrower, particularly the troubled industrial borrower, is expensive. 

: International Division 

+1: In Barclays International, Mr Frank Dolling succeeded Mr Lambert as 
Divisional. Chairman and Group Deputy Chairman. He is also the first 
hairman of Barclays International to have spent virtually his entire working 
ein that part of the Group. ; 

. We have formed a U.S, Committee, the Chairman of which is Mr Bill 
















ions we have all told $13 billion in assets and 7,700 on the payroll there. 

In South Africa our interest in Barclays National has been reduced from 
53% to 50:45% by not taking up our rights in a recent issue made by Barclays 
«National, and in anticipation of the requireménts of the South African 
authorities. i 
Asl have already indicated, our overseas operations have hotescaped their 










ys well placed as economic recovery gathers spe 





“Sneath, adistinguished American businessman, to. advise on allour U.S. opera- 








share of bad and doubtful debts and provisions are.at a record high level. But 
profits have shown a strong recovery, and what is pleasing is the upward trend | 
of trading profits before provisions.In North America, where we had suffered, 
particularly in the energy sector, the problems have been identified; and an 
overall loss in 1982 has been converted to a modest profit in 1983. The upturn 
in the economy in the U.S.A. should help us to continue to expand our 
business and to build on the solid base we have established. In Hong Kong, 
like other banks, we have felt the effects of the collapse in property values, but 
elsewhere the profit contribution from our relatively recently established 
operations continues to grow. We therefore expect to continue the process. 
whereby the Group becomes less dependent on profits earned in the UK. 
Barclays Merchant Bank ne 
This has also continued to do well both in its own right and as a promoter 
of invigorating ideas to other parts of the Group, We are fully committed to 
expanding our merchant banking operations both in the U.K. and on an 
international basis, and to this end have formed an International Merchant 
Banking and a Corporate Services Division. 
Mercantile Credit Company 
The Company has had a difficult year as the recession continued to bite, 


with increased bad debt provisions having to be made, particularly. in the.) 


traditional consumer portfolio. This has resulted in lower profits, and against | 
this background the Company has made strenuous and successful efforts to.. 
improve the quality of its business, and is concentrating on reducing its costs. 
It looks forward to the future with confidence. 
Trust Company 

1983 was a good year for this Division. All the companies within. it 
benefited from the strength of stockmarkets throughout the world, but 
equally important factors were very healthy inflows of new business and | 
continued success in containing the growth of operating expenses. Asa result, 
the Division’ contribution to Group profits was higher than ever before. 

Capital Adequacy i : 

During 1983 we raised U:S.$400 million of loan capital in what was the 
largest ever private sector foreign issue in the U.S, bond market. This, together 
with retentions and other smaller loan capital additions, contributed to an 
increase of over £700 million in the Bank's capital resources and, coupled with 
control over our asset growth, there has been as a result a further strengthen- 
ing of capital ratios. 

Since the end of the year, taking advantage of favourable Euromarket 
conditions, we have raised a further U.S.$350 million. 

Profits i 

Bank profits are an emotive subject, and sometimes | feel it is an unfair 
world in that criticism seems to come from’ two totally different-directions’ 
Firstly, from the investment analyst who says they are too small, and secondly 
from some observers of the domestic scene who say that the HighStreet banks 
make too much, | 

In a sense, both can make a case, From the point of view of the analyst, 
average capital resources for the year amounted to.about £3,950 million,and .. 


as a measure only, if that money were to have been invested in United 


Kingdom Government securities, in 1983 our profit would have been in excess ~ 
of £490 million instead of the €659 million total group profit we have declared. 
Thus the additional return which the 135,000 staff of the Barclays Group ||. 
provided in 5,570 offices around'the world was only €169 million which is, 
arguably, too small to compensate for the risks involved in banking. 

Secondly, trom the point of view of the domestic commentator, the profit 
might be considered too large if Barclays were justa High Street bank - itis not 
~it is the sixth largest international.bank in the-world,and more than half 
of our balance sheet relates to our international business. 

Sometimes, too, it is argued that the banks pay too little tax, but again this 
argument has little validity If leasing customers could not use the banks tax 
allowances, investment might well diminish, with all that that entails for 
national growth and unemployment=and leasing is reckoned to have. 
accounted for 18-3% of total U.K. manufacturing investment in 1982, and is 
forecast to account for over 16% in 1983, : 


Change 5 
1983 was a year of upheaval and change, and at home the'scene has become 






















till more competitive, especially in our personal sector. business. This is not 
infair, but it ae mean that the banks will have to change their ways to 
provide the service that the customer wants.In the past, the banks have tended 
» fo tell their industrial customers that they must adapt to new conditions or 
gradually fade away but banks themselves must be prepared to facechange too. 
_ For instance, in 1950, when I joined the Bank, 75% of the Clearing Bank 
deposits were in non-interest- paying current accounts,andin return forleavin g 
that money with us interest free, customers were provided with a multiplicity 
of branches each offering the services of the Bank for no charge, or at only 
a fraction of their cost. Now our cheque account balances have fallen from 
75% t0.26%, but if customers have decided to keep that much-ess on cheque 
Accounts the implication is that they will have increasingly to pay for servicesas 
they are used. If this is what customers want, then, of course. we must provide 
it forinstance,as I said earlier, we think that many personal customers want to 
"use a branch on Saturdays, so we have opened about 440 of them. The chang- 
ing scene should not mean we will employ fewer staff, but should mean that 

i by adapting we can attract more customers. 

Corporate customers also require specialised service,and tothisend we are 
pressing on with improvements to our world-wide electronic data processing 
systems. : £ 

‘This is an expensive and time-consuming business, but we have a sound 

and increasingly advanced infrastructure. The range of computerised banking 
-$etvices which we can offer through this network is rapidly growing. In the 
knowledge that we shall need to widen these for our corporate customers in 
the coming years, we have introduced a new cash management service, 
Marketed under the name of BarCaM, which has taken more than 40,000 
man-hours todevelop. ` 
“The changing scene is not restricted to the United Kingdom: the U.S. 
banking industry is also in a state of flux, and in South Africa too thin gs are 
changing fast, with interest being paid on cheque accounts, and consequently 
increased emphasis on transmission charges. 

The world over, consumerism is on the march and we should welcome 
it,as we have welcomed the report of the National Consumer Council in the 
United Kingdom - consumerism is, after all, the voice of the consumer whose 
financial needs we have to serve to provide our livelihood, 

It is to face the challenges of the 1980s that we are proceeding with the 
reorganisation of the Group into one bank that was mentioned in my state- 
ment last year. The necessary Bill has been deposited in Parliament and those 
involved in the Bank are enthusiastic, for there is a general realisation that in 
todays integrated world, the Bank too has to Operate as an integrated. unit. 
This means change and adaptation for us all. 

The Economy 

‘Turning first tothe economy at home, the outstanding feature has been: 
a fall in the inflation rate toa figure no higher than the world ave rage,and one 
that is certainly lower than seemed likely a year ago. This achievement, mainly 
the fruit of the Government’ financial policies, has checked the erosion of 
money and. savings, and has improved confidence. An immediate consequ- 
ence has been a considerable increase ih consumer spending over the past 
eighteen months, which has been reflected, as far as the banks are concerned, 
in achigh rate of growth of the demand for 4dvances from our personal 
customers. Sap e ‘ 
«ov, By way of contrast, the combination of relatively low capital outlays by 
industry ata time ofa long overdue improvementin profitability anda buoyant 

new issue market led to a relatively weak loan demand from manufacturi ng 
industry in particular in 1983, 

In the current. year the increase in consumer spending is'likely to slow 
down whereas corporate capital outlays will probably show a welcome 
| ctncrease. As 4 result, the increase in bank lending to the personal sector could 
‘well decelerate, but lending to the corporate sector will probably expand. 

«This is as it should be: for the upturn in the economy to be soundly 
based we need tosee the emphasis changing from consumptionto investment, 
But if the industrial upturn is to become a solid revival, it will require a 
continued improvement in profitability from its still low level, and this in turn 
will require continued restraint of wage costs or a commensurate improve- 
ment in productivity. It is unlikely that industry will receive much further 
benefit from interest rate movements in 1984. 

` Many of our industrial customers will benefit from the revival of the world 
economy as the upturn in North America and Japan finally spreads to Europe, 

v which is the U.K s biggest market. But the world upturn is likely to be modest 


‘by past standards; real interest rates are still too high, and deep structural 
problems persist. 











International Banking - . 
The international banking scene is still sombre, if not as threatening as it 
seemed a year or sọ ago. The first poiftt 1 should make to stockholders is that 








exposure amounts to about 3144 of total assets, which compares favourably 
with most other international banks. 

On the overall situation millions of words have been written, but it seems 
to me that the basic facts are fairly clear. World trade was severely dislocated by < 
the oil price rises of 1974 and 1979, which caused worldwide recession - as an 
example of this, the volume of laid-up shipping in the world'was only about. 
1 millon deadweight tonnes in 1974 compared with 84 million deadweight. 
tonnes today, which is the equivalent of about 12% of total world shipping 
tonnage. Traditionally, the job of banks is to foster world trade - thus two: 

‘thirds of our Brazilian exposure is trade-related - and the dislocations ofworld 
trade in recent years would have been even worse if the banks had not played 
their part. : ‘ 

But in many of the countries that have taken their re-scheduling medicine 
by cutting imports and investment and standards of living, increasing only 
exports, there is a limit to how far they can go for domestic political reasons: 
Equally exports cannot for ever be increased if a large ‘part of the world ig 
restricting imports, including the richercountries thatare following restrained 
financial policies to curb the menance of inflation. 

At the same time banks generally are reluctant to increase theircountry:. 
limits ~ and correctly so. Banks have to spread their risks and not place too 
many eggs in one basket ifa major bank collapse is to be avoided, ; 

To compound the problem, the interest payment burden of debt 
countries is largely determined by U.S. interest rates,and at their presentlevel 
of indebtedness the net interest bill for the non-oil developing countries is 
running at about $44 billion per annum, contributing to a combined current 
account deficit of some $65-70 billion in 1983, 

Finally, the growth of the Eurocurrency market on which banks depend: | 
for a large proportion of their international funds has declined sharply, which | 
could eventually make it more expensive for the level of lending requitedtobe | 
supplied. In December 1982 the Euromarket was reckoned to total about 
$1,400 billion by the Bank for International Settlements, and by the end of | 
1983 it is estimated to be $1,430 billion, a very low rate of growth when 
compared with an average of about 18% in recent years. 

In these circumstances an international effort by both governments and” 
banks seems to be called for - governments should not ignore their responsi | 
bilities, but banks should not expect their governments to free them fromthe ' 
penalties of errors or misjudgements they have made in the past. 

Nevertheless, it is clear that there is a limit to the contribution which both 
banks and governments can make to solving the problem of international 
indebtedness. Banks are constrained by their capital resources and by’ 
commercial prudence, while governments are restricted by the reluctance of 
taxpaying voters to foot the bill, It follows that a cure for the problem ~ as 

opposed to the application of first-aid ~ will require a return to the financing 
of developing country projects through the medium of private capital flows 
outside the world banking system. This, however, will ‘happen only if the” 
developing countries themselves take the measures necessary to encourage 
private capital, and in any case it is unlikely to happen overnight. # 

Unless there is a somewhat miraculous combination of high economie 
growth and low interest rates in the developed world, the problem of inter: 
national indebtedness is likely to remain with us for some time, but discussion < 
and understanding would be a useful first step. 

Staff 

Earlier in this statement | mentioned capital ratios, but perhaps 1 could 
end by mentioning the most important capital asset that stockholders have = 
an enthusiastic and socially responsible staff Stockholdersare fortunate in this, 


their greatest, asset. — 
[walter erin. 
Sir Timothy Bevan, Chairman of Barclays Bank PLC. Ist March 1984 


ccm aemet ene sett meni Mae ee ce ‘tment pens sano stent aq 
The Barclays Bank Report and Accounts givesa comprehensive review of the Group's activities 
in the U.K. and around the world. To obtain a copy just send this Coupon to the address below, 
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ummer Programs 1984 


This spring and summer IMI Geneva offers an unprecedented range of 
international management programs in the Lake Geneva area. 


Leadership To help participants develop more effective 
ways of leading their organizations to fully confront future 
challenges. 30 April-4 May, Geneva. 

International Advanced Management Program Is for 
managers due for an important job change and/or who need 
to despecialize into general management. May 7 ~June 29, 
Geneva. 


Management of Technology Learning how to manage and 
| live with technological challenge. How companies approach, 


‘|. manage and successfully integrate technological change and 


innovation. 14-18 May, Montreux. 


Corporate Planning Enhancing the impact of planning, 
amongst other topics the concepts and experiences of 
competitor analysis and strategic audits will be studied in this 
program. 21 May to 1 June, Geneva. 


Public and Environmental Affairs Management of the 
impact of a corporation’s technology by working together 
~with the major constituents. Workshop 2-6 July, Montreux. 


“Investment Management The most recent developments 
in portfolio theory and investment management conducted 
jointly with Stanford Graduate School of Business. 
27-31 August. Geneva. 


Management of Research and Development Will review 
ways of formulating and evaluating R&D programs, 
managing R&D teams and raising R&D productivity through 
better strategy and group performance. 12-22 June, and 
13-24 August, Geneva. 


Board Members Improving the effectiveness of boards of 
directors. July 2-4, Geneva. 


Senior Executives Helping senior executives take better - 
strategic decisions. June 4-8 and August 27-31, Geneva. 


Marketing and Purchase of Technologyand Know-how 
Companies might benefit from this trend either as buyers of 
proven technology or sellers of proprietary know-how. 

25-29 June, Geneva. 


International Financial Control Currency problems, 
inflation, new developments in information processing and 
communications and financial planning and control. 

13-24 August, Geneva. 

Financial Management The latest developments in foreign 
exchange and money markets, like financial futures, tailored 
options, and true options. Plus other topics of interest to 
corporate treasury management and international bankers. 
17-28 September, Geneva. : 


$ _ ‘International Management Institute, Geneva B 
4, chemin de Conches, CH 1231 Geneva, Switzerland 36. Telephone (022) 47 11 33 Telex 27452 


IML is an independent non-profit foundation and an associated institution of the University of Geneva.. 





BUSINESS THIS WEEK 


| Nigeria postponed publication of its 
|. $3 billion debt-rescheduling plan to 
| < allow creditors to put their case. 


“|. Ford is being followed by Toyota in 
-pulling out of the Philippines. Toyota is 


: ending its licensing agreement with 
=| Delta Motor because financial 


< conditions make business impossible. 


After insisting it would not go higher, 
Royal Dutch/Shell raised its offer 

| forthe outstanding 31% of its 
American subsidiary, Shell Oil, by $3 

- to $58 a share. 


in imports was largely 
. responsible for Uruguay's $309m 
rade surplus last year-—the first 


ince 197 


Arabia’s budget for 1984-85 
| plans spending of $75 billion—up 


q nearly one fifth on the year just ended. 


| Defence takes $23 billion of the total.. 


Western banks are arranging a ` 
-$50m loan for East Germany’s 
ign trade bank. They want to re- 
Jish the countryasa = = > 
romarket borrower. 


The latest survey of Britain’s 
manufacturing companies by the 


-| Confederation of British Industry 


-|- Suggests orders and output are at 


| their hightest levels since 


1979. 


q Switzerland is formally joining the 


rporate scorecard 


profit 

Period $m* 

Q Mar 31 116 
Y Dec 31 48 


omr 89 


——Y Dee 31 
Y Dec 31 


Q Jan 31 {27) 


Y Dec 31 9 


Group of Ten leading industrial 
countries. Up to now it has been 
only an associate. 


General Motors is spending £100m 
($145m) on new plant in Britain. 
Ford is also investing £36m in 
Britain. Mr Edward Blanch is 
stepping down. unexpectedly as 
chairman of Ford of Europe. 


Britannia Arrow Unit Trust is buying 
87.5% in merchant bank Singer 
and Friedlander from European 
Ferries for £52m. 


London merchant bank N. M. 
Rothschild is expanding its 
biotechnology fund, and is listing it 
on the London Stock Exchange. 


Price controls are to be used by the 


-irish government as an indirect 


way of freezing wages for seven 


“months in an attempt to bring down 


inflation from 9% to 5% next year. 


Britain's Post Office has chosen IBM 
to supply the core of its new internal 
communications network. 


% change % 
on comp 
period’ 


+234 2,100 


+37 5,600 


change 
eer cae Comment 


+91 The American railway and energy com 
Texas Gas Resources and the we: 
gas business. 


+41 The American insurer and oil refiner and marketer increased: 
' profits despite the glut in the oil markets. 


Areas West of the Shetlands could 
contain huge new British offshore 
oilfields, according to Conoco. But 
Occidental is considering selling off 
some North Sea assets to raise 
cash. 


s 


RCA is pulling out of video-disc 
players. 


China is about to open the second `- 
round of bidding for offshore oil. 
exploration—on easier terms for 
foreign companies. 


Woolworth Holdings, the British - 
company, put 34 of its Cinderella 
Stores up for sale, including a clutch 
of superstores in big cities. = 


July 23, 1983, inaccurately 
the Paris restaurant Maxim’s 


sa 
trademark. Hong Kong Caterers is 
appealing the court's decision, which > 
does not debar it from using the name 
“Maxim's” either in connection with its 
business or on its goods and 
packaging. We regret any wrong 
impression caused. 
TR Tle Se At 


Economic and financial indicators. 
are on pages 97-98. 


y's new subsidary 
r boosted its natural 


418 +13 The American producer of specialised glassware and glass 
ceramics is closing old plants and expanding its medical 


business. 


69 +29 The British fine art auctioneers had booming sales in New York, .. 
for the first time exceeding those in London. 


350 | +7 


(-72)t 360 


Despite second: half losses, the Singapore government-con- 
trolled shipyard proposed a rights issue to finance expansion. 


+16 Interest charges at the struggling Canadian farm-equipment 


maker were halved. 


+76 450 


+2 The engineering subsidiary of Eni, the Italian state energy group, 


has full order books after winning a string of contracts in Africa. 


+35 The British news agency and. busin 
proguced the expected profits boost before 
n, 


mess information company ` 
its proposed £1 billion 











N 


AAAA ASS . 











My 
Me 


- LET'S TALK ABOUT nS S. 
BEST KEPT SECRET 


The exciting features of banking secrecy and So why net write for our two free, factefilled booklats 


customer anonymity that are hard to beat and “The Austrian Alternative ~ A Guide for F Foreign investors” 
guaranteed by law! and “investing and Financing in Austria’. 


GIROZENTRALE VIENNA thought that as an investor DON’T INVEST WITHOUT THEM. 
you ae to know about this little secret of ours plus i 
, Seenthing el së ane needs to know about investing and 
doing business in Austria. 


geen branen, 


_ Girozentrale Vienna ~ 


Austria’s most advanced bank. 


Head office: Girozentrale Vienna, A-1011 Vienna, Schubertring S, Tal. 72 94/0") is 
London branch, Licensed Deposit-taker- Morgan House, 10th floor 1 Angel Court, London EC2R TAL, Tel: 01-726 4455, Tel ex, 88 11989 gevia 
FarEast representative office: Capital hess | Ltd.. 901 World Wide House, HONG KONG, Tel: 5-241151, Telex 63452 
LLET-Code GIBA AT WW i 
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WORLD BUSINESS 





While the sun shines, Egypt 
Knocks holes in the roof 


Egypt’s economy has left most other 
developing countries in the dust since the 
late 1970s, growing at an impressive 8% a 
year. For that it can thank oil and Ameri- 
zan aid. As the government admits, it will 
take big economic changes to sustain such 
t rate of growth. None the less, President 
Hosni Mubarak continues to hesitate 

an important and long-awaited re- 

of Egypt’s crazy system of multiple 
xchange rates. 

He recently devalued the Egyptian 
»ound, but only by making matters even 
nore complicated. The exchange-rate 
ystem was given yet another tier; a new 
‘incentive’ rate of E£1.12 to the dollar 
oined the central rate of E£0.84 for 
ourists’ hotel bills and air tickets, and 
verybody’s customs duties. But don’t 
orget the E£0.70 rate for internal book- 
eeping and oil-company dealings, and 
he E£0.40 rate for the huge debts which 
tgypt ran up with eastern European 
lations in the 1970s. So far, the IMF's 
landishments in favour of a single free- 
narket rate have been in vain. 

The new rate is designed to channel 
sore foreign exchange into the coffers of 
ae central bank, and less into the black 
sarket. At stake are the foreign-currency 
arnings of the 2m or so Egyptians work- 

in the rest of the Arab world, who are 

»w one of Egypt’s main sources of hard 
ash. About $3 billion probably came into 
se country from them last year, but, with 
jack-market rates up to 40% higher than 
ficial rates, there was every incentive to 
ange money on the streets rather than 

the banks. 

At the end of last year, Egyptian banks 
egan offering something close to the 
jee-market rate to Egyptians in Iraq and 
be Gulf. The immediate effect of the new 
‘ficial rate has been to drive the dollar’s 
jce-market rate even higher. Last week, 
jumped to E£1.26 to the dollar. 

The government is in a quandary: the 
hole of the private sector operates by 
te free-market exchange rate, and is 
flowed to do so because the central bank 
#s few spare dollars to sell to importers. 
sivate-sector businessmen, who are ner- 
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CAIRO 


vous about government intentions, say 
that even if more money were available 
through official channels, it would be 
impossible to operate effectively because 
of bureaucratic inefficiencies and delays. 

The authorities have been assuring 
Egyptians that the rules are not going to 
change, and that foreign currency ac- 
counts will remain legal. For the time 
being, as bankers try to agree on the next 
step, the main foreign currency sources— 
oil, the Suez Canal, earnings from expa- 
triates and tourism—are all holding up 
well, although tourists may (believe it or 
not) be scared away this year by their 
nightly exposure through television to 
bombed out buildings in Beirut and dead 
and wounded soldiers in the Gulf. Ameri- 
can aid, now running at something like 
$2.4 billion a year, helps bridge the cur- 
rent-account deficit. 

The government's current five-year 
plan (see chart overleaf) recognises that 
the widening trade gap is a principal 
threat to growth. In 1981-82, the base 


year for the plan (and the most Se a 
ics 


year for which many economic stati 

are available), the trade deficit was equiv- 
alent to 12% of gross domestic product— 
hence the scarcity of foreign exchange. 
To close the gap, the government has 
promised to hoki down public spending, 
and to reduce the share of consumer 
spending in gdp from 70% to no more 
than 60%. These are hopes rather than 
expectations. An extensive programme of 
price-distorting subsidies (see next story) 
will, unless checked, push public spend- 
ing higher still. 

The planners’ other big fear is that 
growth will falter through lack of invest- 
ment. If private-sector consumption can 
be cut back, that will release domestic 
resources for saving, and investment 
could increase, they say, at an average of 
11% a year up to 1987. That is as ambi- 
tious as it seems, but a factor that may 
help is the changing political climate in 
favour of Egypt’s return to the Arab 
League. The government has announced 
that investment from other Arab coun- 
tries recently increased to 21% of total 
foreign investment in Egypt. More, it 
hopes, will soon be on the way. 

The five-year plan contained no pro- 
posals to remove the dead-hand of state 
bureaucracy from the economy. Subsidies 
may be trimmed here and there, but of 


TEN 








plan 





i Looks good on papyrus Egypts five-year 
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the $35 billion of hoped-for investment, 
$27 billion would still be spent by the 
public sector. By modernising its industry 
and mechanising its farms, Egypt may yet 
achieve the structural. advances which 
eluded it during the years of Nasser’s 
socialism. But reform of prices—still 
pegged for many goods at 1960s levels— 
must also be tackled if an accelerating 
slide into debt is to be avoided. 

Even if Egypt. was. somehow able mi- 
raculously to solve all its other economic 





































Even hashish has fallen victim to infla- 
tion since President Mubarak ‘came to 
power. A small, four-gramme block 
known as a pennyweight cost $6-12 in 
Egypt in the tolerant days of President 
Sadat. Now, best quality hashish costs 
$40, and the cheapest stuff—often cut 
with coffee grounds or even mud—still 
costs $20. 


rises. Big seizures of the drug are now 
common, sometimes after desert battles 
between police and bedouin drug smug- 
glers mounted on. camels: Egyptians 
have always taken the pick of the Leba- 
nese crop, which comes-in ‘across the 
Sinai Desert or along the northern Medi- 
terranean coastline. Both routes are 
more closely watched than in the past, 
reflecting a hardening in previously 
slightly ambiguous official attitudes to- 
wards the drug. 

Even the biggest dope dealers are now 
finding it more difficult to elude arrest 
and prosecution with a. syitably-placed 
bribe. In the main Cairo dealing area—a 
maize of medieval alleys behind the Al- 
Azhar mosque—sales. no longer take 
place: under the glazed eyes of local 
“constables. Buyers. are beckoned cau- 
tiously. inside local houses, tò do their 
‘bargaining behind closed doors. - 


The high cost of getting high 





Supply shortages explain the price l 
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problems tomorrow, the life of its plan- 
ners would still be complicated by the 
relentless growth in population. Now 
46m, it is increasing by .2.7%—or more 
than 1.2m people a year. In consequence, 
food imports are likely to keep rising, and 
they already provide half of Egypt’s food. 
More oil products will have to be diverted 
to domestic needs as the population in- 
creases even further. Under present poli- 
cies, the cost of subsidies will also rise, 
and so on and on. 


CAIRO 





Low-paid workers, such as newspaper 
printers and long-distance drivers, who 
used to rely on hashish to keep their 
spirits up during night shifts, have been 
hit hardest. Despite the difficulties, 
hashish remains popular with the work- 
ing class. The respectable middle class 
regards it as vulgar. ee 






Many have found a substitute in cheap 
pharmaceutical drugs. In Egypt, any- 
body can buy..any drug across the 
counter without a doctor's prescription. | 
Pharmacists in Cairo thank the high 
price of hashish for a 60% increase in 
their sales over the past year or so. The 
government, which spends $600m a year 
on drug subsidies, is pondering introduc-.- 
ing less permissive regulations. ; 











Cash on the Nile - 


Egypt spent E£1.5 billion ($2.1 billion) on 
direct food subsidies in fiscal 1983—near 
ly 15% of its total budget. Spending pei 
head, in constant “1975 terms, has im 
creased from E£1.80 in 1968 to E£20 ir 
1981. In:part, this rise‘reflects a switcl 
from the government keeping prices lov 
by forcing farmers to sell their crop: 
cheaply to direct subsidies of consume: 
prices, wħich show up in the budget. 

The International Food Policy Re 
search Institute (Ifpri) has tried to esti 
mate the effect of this growth in direc 
subsidies and the consequences of chang 
ing. them*. It reaches three mai 
conclusions: 
©The food subsidy programme ha 
sucked in food imports. Because. thi 
government wanted to guarantee food fo 
all and hold down the real price of food, 
had to increase supplies faster than’ t 
growth in domestic production.. Import 
of cereals and pulses were 20 kilogram 
per head in 1970; in 1980, they were 15 
kilograms. The cost of all imported fooi 
rose from E£6 per head in 1970 to E£4 
per head in 1980. Ifpri estimates that, 1 
subsidies were cut by 10% ‘in real terms 
food imports would fall only 4% becaus 
prices have been kept:so low that shori 
term demand has become insensitive t 
price changes. 

-Much of the burden has fallen’ o 
Egyptian industry. Although it, too, de 
pends heavily on imports, top priority hz 
been given to providing foreign exchang 
for food imports. The result, according t 
Ifpri, is that a 10% fall in foreign eJ 
change availability results in a fall of 4° 
in industrial output and a 6% drop i 
industrial investment. And, if the- price 
imported food: goes up by, say 10% 
output falls 1-2% and investment 2%. ( 
@ The food subsidy. programme: hast 
creased the budget deficit, and the diff 
culty of funding it. In 1981, spending a 
subsidies was equivalent to two. thirds « 
the total budget deficit. While: some 
the costs of the subsidy programme: há’ 
been met by borrowing abroad, much 

it has been financed by printing mone 
Ifpri calculates that, other things beii 
equal, a 10% rise-im spending on: foe 
subsidies would: cause a 5% rise in infl 
tion, a 2% risë in the current-accou 
deficit and a.3% fall in the value of ti 
Egyptian pound. ; 
@ The growth of direct food subsidies h 
harmed industry and public financi 
more than agricultural output. Subsidi 





*International Food policy Research Ins! t 
reports Nos 34, 40 and 42: > Bee 


Trade winds blow east again 


In 1981 and 1982, east-west trade was bogged by restricted credits and 
debt repayments. Last year, the west’s business with Russia and eastern 
_ Europe was more dynamic than its trade with the rest of the world. Why? 


_ Russia has been relatively unscathed by 
eastern Europe’s debt troubles, but the 
_ pattern of trade has changed dramatically 
forits sixeast European allies. Their trade 
rplus with western industrial countries 
(shorthand, but including Japan) of 
340m in 1982—their first surplus since 
the 1960s—grew. to around $800m last 
year. Savage import cuts (of 16% in 1981 
and'21% in. 1982). first put the eastern 
European. countriés back into surplus. 
Now their exports are picking up, too. 
Their trade surplus is large enough to 
A nterest. and other invisible pay- 
is; with abit to spare. So most east 
European countries can afford more im- 
still reducing their debt. 


rest from the east European 

+ 7% in volume—the first 

ase since 1979. This brought the six 

ily 1% more dollars, partly because the 
value of the dollar went up against the 
cies which denominate much of 
their exports. The west’s exports to the 
were still down (by 3% in volume), 
the drop was smaller than in the 

ious two years. And, says the Unit- 
ations’ Economic Commission for 

pe (ECE), volume began to grow 

the’ second quarter of 1983 


The west’s total trade with the Soviet 
block—worth some $78 billion in 1983-—— 
amounts to 3.4% of the total trade of the 
24 mainly industrial and capitalist coun- 
tries of the Organisation for Economic 
Co-operation and Development 
(OECD). America’s imports from Co- 
mecon rose by 20% in value in the first 
€ months of 1983, but its (mainly 
food) exports dropped by more than a 
third, Western Europe increased its ex- 
: by 2%, and imported 2% less. 
The other main reasons for the health- 


ier finances of the Soviet block are the 
hefty trade surpluses—estimated at $7 
billion-$8.5 billion last year—that the 
Comecon countries have run up with 
developing nations, and their lower in- 
terest payments. The Vienna Institute 
for Comparative Economic Studies 
(WIW) reckons that net interest pay- 
ments fell from $10.1 billion in 1981 to 
$7.1 billion in 1983, and that Comecon’s 
net hard-currency debt fell from its peak 
of $74.7 billion to $64.5 billion at end- 
1983 (partly because most of the curren- 
cies in which its debt is denomninated 
have fallen against the dollar). 

In consequence, lending money ‘to 
Comecon is looking more attractive to 
western bankers again. They happily 
financed two $150m Eurodollar loans to 
Hungary and Russia earlier this year, 
and East Germany is about to borrow 
$50m on the Euromarket. But Comecon 
countries have become cautious borrow- 
ers, SO Western exports to Comecon will 
depend on the east’s earning the hard 
currency with its own exports to pay for 
them. The WIIW thinks that exports to 
Comecon from OECD countries could 
grow by 3% in real terms this year, with 
imports rising by 6.5%. 

A striking development in trade with 
Russia in the first nine months of last 
year was the 40% rise in the volume of 
the west’s exports to it of machinery and 
equipment, largely because of deliveries 
for the trans-Siberian gas pipeline. As 


American food exports were lower, total 


exports from the west to Russia de- 
creased by 2% in dollar terms but in- 
creased by 3% in volume. 

Western imports from Russia also fell 
in value (by 4%) and rose in volume (by 
7%). The main reason was a 10% in- 
crease in the quantity of Russian oil 
deliveries, but at lower dollar prices; a 


lot of the extra came from re-exports of 
oil bought from Iran, Iraq and Libya. 
Russia’s net hard-currency debt is now 
only $7.9 billion. Soviet planners are 
reluctant to borrow more, so tra 
growth is likely to be strongly influenced 
by oil prices. 

Hit by drought last year, Bulgaria was 
the only east European country whose 
share of western imports failed to in- 
crease. But its imports from the west 
rose 5% in volume, resuming the ‘growth 
that was interrupted in 1982. Bulgaria is 
a conservative borrower, and has more 
than halved its dollar debt to $1.5 billio 
since 1979. : 

Eastern Europe’s other careful) 
rower is Czechoslovakia, «It ‘ac i 
modest increases in the volume ‘of 
its exports and imports. a 

East Germany’s debt, at $9.3 
large but manageable. Its expo 
west continued to grow strongly | 
in volume), while the volumi 
imports increased nearly 20° 
ing in 1981-82. Revived impor 
chinery and transport equipi 
mostly responsible. 

Western exporters had 
Hungary. Import restrictio 
duced temporarily. in Sept 
(but relaxed this wee 
the west declined 4%-in ve 
Hungarian exports to the i 
7% in volume, and the country mäna 
to reduce its debt by 9% to $6.2 billion. 

With its $25 billion debt, Poland is still 
in deep trouble, but its trade with the 
west last year was much improved. Its 
exports started to grow again-——by 9% in 
volume. 

In Rumania, imports from the west 
declined 26% in volume, while: Ruma- 
nian exports increased 5%. Thè gévern- 
ment wants the country’s debt reduced 
as quickly as possible. Last year, it cut it 
by $1.4 billion to $8 billion, thanks in 
part to a record hard-currency. trade 
surplus of $2.4 billion. 


Trade with tiannual % change) Eastern Europe Comecon’s hard currency debt: 


i Soviet Union - i 20 


ped market economies with: 


WESTERN SURPLUS 


Western 
imports 








1976 78 82 Best 





The Berber of Seville 


An Arab invasion of Spain is under way. 
This time the invaders are armed with 
cheque books, not swords. Direct invest- 
ment from Arab countries in Spain, 
ruled by. Moors for seven. centuries be- 
NS their expulsion from Andalusia in 
492, has risen from nothing eight years 
ago to nominally Pta6.5 billion ($45m) in 
1983-—but actually to much more. That 
$45m is a pittance compared with the 
` millions more coming in indirectly from 
Arab-owned companies in Luxembourg 
and Switzerland, mostly to buy hotels 
and banks. 

The symbol of the new conquest is a 
pristine mosque outside Marbella on the 
road to Algeciras—the first mosque to 
be built in Spain for 500 years. Around it 
cluster the palaces that members of the 
Saudi royal family and others have. built 
for themselves, and the hotels into which 
they have put their cash. 

Bankers estimate total Arab invest- 
ment in tourist developments around 
Marbella and neighbouring Puerto 


: have sucked in imports and kept domestic 
. prices low. But because the cost of the 
subsidies has been borne by all taxpayers 
rather than by farmers alone, Egypt’s 
direct subsidy programme has depressed 
rices less than a similar-sized regime of 
implicit price subsidies would have done. 
Subsidies also represent an increase in 
‘real consumer income, which boosts de- 

mand for food. 
It is true that agricultural investment 


Genentech 
Bugbears 


Genentech, the American biotechnology 
firm, has grown fast by getting other 
companies to develop drugs it discovered. 
-Now it plans to do the manufacturing and 
marketing. itself, the first biotechnology 
‘company to do so. 
—> The first of four new drugs it plans to 
aunch is. Protropin, a genetically-engi- 


ered human. growth hormone. It helps ` 


some people who would otherwise be 
“dwarfs grow to normal size. Along the 
way, Genentech is having to learn about 
‘another growth problem: how to turn 
froma tiny research outfit into a pilk 
maker. It is now recruiting marketing 
men and preparing to poach a chief 
executive from a pharmaceuticals 
company. 

Genentech will concentrate. on drugs 
that are likely to move quickly: over 
. Yegulatory hurdles, licensing: out those 
- that are costly to produce or difficult to 


Sell. By keeping for itself-drugs that can 


66 


Banus at around $600m. Marbella now 
has more deposit accounts per person 
than anywhere else in Spain. 

The Spaniards need the money as 
much to pay their oil bills as to create 
new wealth. (Spanish Arab. agriculture 
was once the most prosperous in the 
Mediterranean, introducing irrigation 
and such new crops as citrus fruits, rice 
and aubergines.) Today, Spain imports 

5% of its oil, mostly from Saudi Arabia 
and Kuwait. Last year, it ran a $3.9 


(in, eg, irrigation) fell as food subsidies 
increased—by an average of 1.4% for 
every 10% rise in subsidies during 1965- 
80. But this was outweighed by bigger 
subsidies on farm inputs like fertilisers. 
And the change from paying farmers next 
to nothing for their crops to direct subsi- 
dies more than halved farmers’ tax bur- 
den between 1975 and 1980 because more 
of the cost of keeping food prices low was 
borne by the budget. 


be easily sold to the small but lucrative 
hospitals market it should be able to keep 
its sales force at only 50 strong. 

In such ways, Genentech reckons it can 
make a nonsense of the assumption that it 


billion trade deficit with Arab countries: 

Spain is on. good terms with most Arab 
countries. It is the only member of the 
Organisation for Economic Co-opera- 
tion and Development never to have had 
diplomatic relations with Israel. Around 
2.5m Arabs visited Spain last year—16% 
of total foreign visitors. 

In 1975, Arab money set up the first 
bank in Spain in which foreigners owned 
a majority of the eapital—three years 
before other foreign banks were allowed 
into the country. ‘This was the Banco 
Arabe Espanol (Aresbank), owned 30% 
by Kuwaiti investors and 30% by the 
Libyan Arab Foreign Bank. 

Aresbank has expanded fast. After. 
buying a smail bank in Valencia ag 
setting up five investment companies for 
things like property and trade leasing, 
last month it bought a 5% stake in Banco 
Atlantico, the one robust bank in the”: 
Rumasa group of companies. The Arab 
Banking Corporation-—whose chairman, 
Mr Abdullah Saudi, is also chairman of 
Aresbank—bought 70% of Banco. A) 
lantico. Meanwhile, in Granada, anoth- 
er mosque is being built. 


costs up to $100m to bring a new dig tc 
` market. It needs to:.$100m is almost h 
the total Genentech raised when it we 
public in 1980. But its best tric 
prove to be the use of R&D limitec 
partnerships. These have meant that the 
risks and costs of drug development have 
been shouldered by wealthy private indi: 
viduals who write off the investment as.4 
tax loss. Genentech has earned $89m thi 
way. 

The company has built a $50m plant is 
‘San Francisco.ready for the launch o 
Protropin later this. year. After Protropis 
will come. two. new forms of interferon 
and an anti-blood-clotting agent now be: 
ing tested to try to reduce the length o 
heart attacks. Genentech has eight oth 
possible new drugs in its research’ | 
which it may license to sell overseas. 

Genentech has had it flops. Its firs 
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SECURITY 
FLEXIBILITY 
PERFORMANCE: 


| The Standard Chartered Offshore Money 
Market Fund offers investors all three. 
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If you're investing for growth, but need high Based in Jersey for optimum security 
security and the option of realising your holdings of investment, the Fund provides a rate of 
at short notice then the Standard Chartered return which is not normally available to private 
Offshore Money Market Fund offers a tailor- investors. No dividends are paid and interest 


made solution: earned is reflected in the capital value of shares 


~ which may be partially-realised to provide 
tax free income, depending on your tax status. 





Shares are denominated in Sterling, US 
Dollars, Deutschemarks, Swiss Francsor Yen 
— held either individually or in combination. 





If you are interested in finding out more 
about this exciting investment alternative, 
please complete and return the coupon for 
full details or contact your local branch of 


Standard Chartered Bank Group. 





This advertisement does not constitute an 
offer or invitation to invest in the Fund. 






rr. eee ee ee ee ee ee a a a aS 
‘To: Standard Chartered Fund Managers (C.L) Limited, 
I ro Box 122, Conway Street, St. Helier 36 , Jersey, Channel Islands. 


Please send me a copy of the Fund’s Prospectus and Application Form. 
I understand that investment may only be made on the basis of the terms 
į setout in those documents. 


| Standard % Chartered Xis 
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Light through glass. l 
In the Middle Ages they used it to tell stories. 
The message is still clear. 


38,000 EMPLOYEES, 46 MANUFACTURING PLANTS, AND 37 RESEARCH AND DEVELOPMENT CENTERS, IN BRAZ : 





Light a glass. 
Today ern Telecom uses it to transmit 


images, voices, and data simultaneously. 


j F 
In the Middle AgesyStained glass was a powerful communications device, a way of 
instructing a population that Wag'Mainly illiterate. The life of Christ, the deeds of 
the saints, and Hë adventures@f kings were all told vividly and wordlessly. 

‘Today, werall pougiigdight through glass to communicate. Were sending 
voices and data, digitally,e6ded in tiny pulses of light, through fiber optic cable. 

In SaskatehewaygNerthern Telecom is building the longest digital fiber optic 
networkgit the weFl@PWhen it's completed, it will offer a rural. population, scattered 
over 109000 sqtiake miles, facilities for transmitting voice, data, video, and 
facsifmles ofdoeiments and photographs. 


Northey Bfecom is both a major manufac- northern 
turer of fiberoptic products and a world leader teliccom 
in digitalfelecommunications technology. 


Wealready have thousands of digital switch- 
iIngssystems in service or on order, Serving the For more information on Northern Telecom 
equivalent of over 16 million teleph me lines— and its products contact: Northern Telecom 
4 R bee ry N! Tia (Asia) Ltd., 96 Somerset Road, Singapore 
far more than any other North American 0923. Tel. 7379133. telex RS23369 or 30 
manufacturer. A long time ago, we saw the light. Harbour Road, Hong Kong, Tel. 5-757222, 
telex 73338. 


STA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASIA. 








Your chances — better than ever 


to win Deutsch Marks 


@ Increase of prize money more than 37 million 
‘@ Increase of winning chances by 50.000 


@'‘A must to play 
3. Class 
July 84 Drawings 


4x 500.000 DM 


50.000 DM 









2. Class 


June 84 Drawings 


dx 250.000 DM 


Ax 40.000 OM 

áx 25.0000M 

44x 10.000DM 
72x 
240% 
2400x 
12000x 
18000x 





1. Class 
May/June 84 Draw. 


Ax 250.000 DM 


4x  25.000DM 

32x 10.000DM } 

48x 5.000 DM f 
240% 1,000 DM 
2400x 500 DM 
12000x 240 DM 
18000x 1200M 





ax 

4x 

4x 

ay 

§8x 
120x 
240x 
2400x 
12000x 
18000x 


32848 = 


23.420.000 0 










These are the figures. Where else are the chances this good? 
They are almost 1 in 2. Being a state lottery, the Sueddeutsche 
Klassenlotterie (South German State Lottery) can offer these 
extraordinary odds with large prize money. That is why its 
participants come from all corners of the globe. Join the 
group. Within each lottery, almost half the ticket numbers are 
drawn for prize money. 


Look at the facts: 


The lottery runs over a period of 26 weeks with each class 
covering 4 resp. 6 drawings. Besides the Jackpots, as shown 
above, the middle-class prizes ranging from DM 5,000 to 
DM 80,000 have increased by almost 40%. Of course not to 
mention the numerous amount of smaller prizes. 


The drawings are publicly held in Munich, West Germany, and 
are supervised by state auditors. The German government 
guarantees all prizes and is responsible for the orderly 
conduct of the lottery. 

Anonymity is guaranteed. If you win, no one but you will ever 
find out about your winnings; that is, unless you tell them. It’s 
as though you’d have a numbered account at a Swiss bank! 


How to participate: 


© Fillin the coupon below with the number of tickets desired 
and your complete mailing address. 


© PLEASE INCLUDE PAYMENT WITH YOUR ORDER. Pay- 
ment may also be made upon receipt of our invoice. Personal 


Pil join the lottery! 












For all classes of the Sueddeutsche Kiassenlotterie, 
Starting May 12, through November 3, 1984 


Please fill in number of tickets you want to order. 








DM or US$* or = €&* 










W/iticket 747.00 @ 29295 @ 


| | 1/2ticket 387.00 @ 151.80 è 
=| 1/4ticket 207.00 ® 81.20 @ 


Prices cover all 6 classes and include airmail postage and 
winning list charges. No additional charges. 


196.60 
101.85 








54.50 





*US $ and £ prices are subject to rate of exchange. 


i i a VALID ONLY WHERE LEGAL ` ; ; 
, Valid only where tinge. Met evatatie to rpakionts of Singapore 


4. Class 
Aug. 84 Drawings 


4x 500.000 DM 


Prize 
Schedule 


75. Lottery 
May 12, 1984 
to 
Nov. 3, 1984 


s 600.000 


ticket numbers 
in the game 


S650 


ticket number 
are drawn 


JACKPOT 
ilion P”. 
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6. Class 
Sep/Oct iNav. 84 Draw. 


1x 2.000.000 OM 





5. Class 
Sep. 84 Drawings 


4x 750,000DM 
4x 1900.000 DM 


4x 80.000DM 

Bx 60.000 DM 

8x 50.000 DM 

8x 40.000 DM 

8x 25000 DM 

BAr 10.000 DM 

168x 5.000 DM 

4B0x 2.500 DM 

2400x 1.500 DM 

18000x 720 DM 
18000x 





60.000 DM 
50.000 DM 
40.000 DM 
25.000 DM 
10.000 DM 
5.000 DM 
2.500 DM 
1.250 DM 
600 DM 
480 DM 


60.000 DM Ff 

50.000 DM $ 

40.000 DM § 
25.000 DM 
10.000 OM 
5.000 DM 
2.500 DM 
1.800 DM 
1.000 DM 
840 DM 


Over 225 Milli 


in prize mone 


Almost ever 
2. number ig 


a winner 
80,000 DM 


checks, travellers checks, bank transfers or cash sent (8 
your own risk) via registered mail can be accepted. Paymer 
must be made in DM, USS, £ Sterling, Swiss Francs or ar 
other currency convertible in West Germany. 


@ Within days you will receive ypur ticket, an invoice ¢ 
statement of account, and the official drawing schedule wit 
rules and regulations. 


© After each class, the official winning list together wit 
your ticket for the next class will be sent to you by airmail. 


@ if your ticket is drawn you will immediately be sent 
winning notification, since it is our business and obligatió 
to check all drawn numbers. 

@ You may determine how your winnings are paid ou 
Transfer will be made anywhere in the world within one wee, 
either by check or according to your instructions. Of cours), 
Jae pot winners may personally collect their prize money 
cash. 


@ if you are already one of our customers, your ticket f 
the next lottery will be mailed to you automatically. 


© You can be sure you'll receive rapid, honest, confident: 
service. If you like the odds, try your luck. Order today. 


Good luck! 
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D-6500 Mainz, 


E. Gehle W-Germany 
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anson sings a Gloria 


fed Humulin that it sold through Eli 
ty, has won only 5% of the world 
ulin market since its launch in late 
$2. Doctors are reluctant to prescribe it 
tause they are not convinced it has any 
benefits over cheaper, pig- 


hopes Protropin will be di- 
, because it will be competi- 
ed. Second, because of the 
the naturally-occurring hor- 
ime, which is extracted from human 
which may contain contaminating 


*rotropin’s patents are a worry. Only 





Bitter fruit 


British biotechnologists are proving 
me at making big advances in their 
a fet bad at turning them into 
rye Bs products. The govern- 
at has tried to change that by estab- 
ing biotechnology development com- 
_anies to exploit research ideas. Yet it 
ikas tied one hand behind the back of the 
ewest one, Agricultural Genetics. 
he company needs both hands free if 
be a winner in the market. Britain 
world leader in research into plant 
etics (eg, in breeding oe that are 
t to disease). But with big busi- 
more deeply entrenched than in any 
Mossin ky field, Britain’s 
inly) government-backed research 
stiff commerical competition 
om Japan, Europe and particularly 


, where Monsanto has estab- 
d itself as the ideas-to-market leader 
biotechnology 


Aaricia G Genetics was founded in 

, 1983, to turn the ideas of the British 
vernment's Agricultural Research 
puncil (now the Agricultural and Food 

arch Council) ~ og mes 
‘company got ,000 ($1.2m) in 
ital from the state-owned British 
echnology Group and from two private 
nture capital funds, Advent and one 
cked by the oil group, Ultramar. Since 
n payin been heard of it. 


















‘the company points to its new marketing 





80 of the 1,400 patents Genentech has 
applied for have been issued, and nearly 
all of them for method rather than on 
product. The company is already engaged 
in a patent fight with the Swiss firm 
Biogen over interferon. Such disputes 
could spread. Hence its rush to be first to 
market—particularly as Britain’s Celltech 
has just cloned a (possibly) better version 
of human growth hormone. 

Genentech is also diversifying. In the 
past two years, it has set up three joint 
ventures. The first, Genencor with Cor- 
ning Glass, is to make and market indus- 
trial enzymes used in cheesemaking or 
detergents. Genentech reckons the ven- 
ture will find a niche by using a new 
biotechnology technique, protein engi- 
neering, which can provide industry with 
“tailor-made” enzymes. Genentech’s two 
other partners are Hewlett-Packard, with 
which it is developing biotech instru- 
ments, and Baxter-Travenol, with which 
it has just started a diagnostics venture. 

Mr Robert Swanson, boss of Genen- 
tech, says he has always wanted to head a 
pharmaceuticals enterprise. But even 
with Protropin, Genentech will still only 
be a Jack among the drug giants. Mr 
Swanson dreams of annual sales of $1 
billion by 1990—probably enough to put 
Genentech among the top 40 drug firms 
in the world. Growth indeed. 















It was never likely that Agricultural 
Genetics would make a profit quickly. 
Many of its potentially lucrative projects 
are 5-10 years from development. But it 
has already been hampered by the gov- 
ernment crimping the sources of the 
ideas that it is meant to exploit. Both the 
British Technology Group and the Agri- 
cultural and Food Research Council are 
victims of planned public-spending cuts. 

Agricultural Genetics has few fans. 
Other agricultural companies dislike its 
closeness to the Agricultural and Food 
Research Council. Research scientists 
jibe at seeing their work exploited by a 
commercial enterprise without being re- 
warded for it. (In December, Agricultur- 
al Genetics’s sister company Celltech, 
which develops health-care research, 
lost its broad rights to the biotechnology 
research funded by the state-run Medical 
Research Council.) 

Agricultural Genetics plans a share 
placement soon to raise, at last, the 
£15m capital it wants. Half of that will 
come from the three original sharehold- 
ers. To encourage potential investors, 

















director poached from a Fisons-Boots 
joint venture and to the profits it is 
already making on its first product— 
bugs that help plants soak up growth- 
enhancing nitrogen. 









In small doses 


A score of small drugs firms has been 
swallowed by big companies in the past 
seven months, most of them in Europe. 
The majority have sold out because prof- 
its are harder to make now that she 
worldwide volume growth in drug sales 
has slowed to 3% a year. Long gone are 
the booming, little regulated days of the 
1960s, when Valium, Librium and other 
money-spinning pills were being launched 
on to the market. The rise in government 
spending on drugs has slowed, particular- 
ly in Italy and West Germany. Britain 
intends to emulate them. 

The market for pills is, though, still 
rated better than that for some other 
chemicals. The buyers of the small firms 
include ‘petrochemical giants that have 
lost money on bulk chemicals. Monsanto, 
which in 1980 took stakes in Swiss and 
American biotechnology firms, has rè- 
cently bought Continental Pharma, a Bel- 
gian firm that had sales of $40m in 1983. 
Monsanto has further quarry in sight. 

Sonesson, an engineering subsidiary of 
Sweden’s Volvo car group, is also diversi- 
fying into drugs. Since September, Sones- 
son has picked up Ferrosan and Leo 
Pharmaceutical, two Swedish companies, 
for a total of $70m. They now account for 
about a fifth of Sonesson’s turnover and 
together rank just below Pharmacia and 
Astra, two better-known Swedish drug 
firms. Sonesson recently purchased an 
8.4% stake (controlling 24% of the votes) 
for $43m in Gambro, another Swedish 
medical company. It plans further acqui- 
sitions outside Sweden. 

Big drug companies squeezed in their 
old markets are keen to expand else- 
where. In December, G. D. Searle, the 
American drugs giant, took over Endo- 
pharm, a small West German drugs firm, 
to help launch its new products on the 
West German market. West Germany 
remains attractive to drug makers despite 
its stringent drug approval standards. It is 
the world’s third largest drug market and 
until recently one of the most difficult for 
outsiders to penetrate. 

Italy is also still attractive to pill makers 
despite the government's desire to reduce 
its spending in drugs. The country has no 
large domestic multinational competing 
against foreign interlopers and the Italian 
government is at last promising patent 
protection on pills. Britain’s Beecham 
took an 84% stake in privately-owned 
Zambeletti in February for $60m. Glaxo, 
another British headquartered multina- 
tional, is already the biggest company in 
the Italian prescription-drugs markets, 
thanks to the success of Zantac, a new 
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buying Italchemi 


~~ anti-ulcer drug. It is 
local 


Pharma. for $12m° to increase 
production. 

SmithKline & Beckman is also expand- 
ing in Italy. It is negotiating to buy ISF 
Farmaceutici, a subsidiary of the diversi- 
fied ISF group with annual sales of $55m. 
And France’s Roussel-Uclat has acquired 
Scharper of Milan for $4.5m. 


walt Disney 


Someone wicked 
this way comes? 


NEW YORK 








Now that Mr Saul Steinberg has emerged 
as the buyer of 6% of Walt Disney 
Productions, both Hollywood and Wall 
Street are wondering for what coming 
attraction they are watching a trailer. Mr 
Steinberg has frightened America’s busi- 
ness establishment ever since, as a boy 
wonder, he tried in 1969 to acquire New 
York’s Chemical Bank. 

Three other (related?) facts have add- 
ed to the suspense. First, in February, Mr 
Roy Disney, the nephew of the late Walt 
Disney, purchased Disney shares after 
resigning a seat he had held on the 
company’s board for 17 years. Second, 
15m Disney shares were traded in March. 
Third, Disney’s management secured a 
$1.3 billion line of credit on March 28th. 

There is no shortage of possible candi- 
dates for the lead role in a takeover bid 
for Disney. They range from the boy who 
neyer gets the girl, American Express, 
which made a friendly offer Disney re- 
fused several years ago, to ageing matinée 
idol Coca Cola, which is looking to ex- 
pand its entertainment interest, to the 
black hat, Mr Rupert Murdoch, flush 
with cash after raiding Warner Communi- 
cations, to Mr Roy Disney himself. 

Any successful suitor has to cope with a 
company rule that a change of manage- 
ment needs the approval of 80% of the 
shareholders-—-about the stake controlled 
by the Disney family and management. 
With the Disney share price at around $10 
below the $75 a share probably needed to 
buy control, the stockmarket seems to be 
saying that this is too strong a defence for 
anybody to breach without the family’s 
and management’s support. 

Even at around $65, Disney shares are 
above the $45 they stood at in late 1983 
after three years of sliding profits (see 
chart). In the three months to December 
31, 1983, Disney’s sales increased 12% to 
$302.2m against a year earlier, but its net 
profit fell by 48% to $9m. Continuing 
losses by the Disney cable pay-TV chan- 
nel were mainly to blame. It is attracting 
less. than half the 15% market share 
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. Disney had hoped for. To stem its losses, © 


the channel has cut programme acquisi- ‘sem 


tions. and promotions, two items crucial to 
its long-term success. 

Nearly 90% of Disney’s 1983 operating 
profit came from its theme parks, Disney- 
lands in California and Tokyo, and Dis- 
ney World, which includes the Epcot 
centre, in Florida. The group may use 
some of its new line of credit for a 
proposed European Disneyland. Such 
theme parks may, though, be an idea 
whose time has gone. Attendances at 
Disney World have declined ever since its 
first year and were a further 8% down in 
the last three months of 1983. 

Disney’s traditional strength, its films, 
is only bumping along. Profitable films 
generaly come from its archives. Every 
eight years, Disney reissues old favourites 
such as the perennially profitable cartoon 
“Snow White and the Seven Dwarfs”. 
But it releases only seven new films a 
year, half a big studio’s output. So one 
flop or hit (such as “Splash”, the demure 
but, for the wholesome Disney, risqué 
fairy tale about a mermaid that goes 
shopping in Bloomingdales). can trans- 
form earnings. Disney has a dismal recent 
new release record, culminating with a 
$20m write off for “Something Wicked 
This Way Comes”. Prophetic? 


Mousetrap? 


Walt Disney 
Productions 


Revenue 


Net profit 


Bat'cast 
1983 


80 81 82 83 
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Tnvesteatious A 
antitrust law. Can: 
corporate giants more pe 
most other developed countri 
going to get much stricter. If the pro 
amendments pass into law: 
@ Parties to mergers involving sal 
assets over C$500m (US$400m) will 
to clear their deals with the comps 
policy bureau, The courts will be abl 
unscramble mergers or acquisitions wéi 
“significantly” diminish compe 
unless they look likely to provide 
ing benefits in efficiency. k 
@ Allegations of strong-arm tactics i 
market place, such as: predati 
will be handled: i 
courts “instead o i 
which requires more conclusive pro 
secure a conviction. 


be able to infer thee existence of coll 
agreements without conclusive p 
their existence. 
@ Maximum fines in antitrust case: 
be doubled to C$2m. 
The government hopes to 
through. parliament: before. 
later this year. If they become law 
new measures should improve Ottar 
success rate in antitrust actions.. 


takeovers to court in the past 
single, prohibition and one 
have the been the result. Earlier 
the authorities were forced to 
the prosecution of five uraniu sup) 
for alleged price-fixing. Two 0 
dants were crown corporations exe 
from existing antitrust legislation. 
new law will end the special sta 
these state-owned companies and tl 
banks as well. 
The bill’s provisions are much 
Severe than some proposed over. the 
decade and a-half. Canadia 
will-be:allowed to co-operat 
markets, for example—a mov 
boost sales abroad of chemicals a 
chinery, among other products: 
The most significant reason fon 
bill’s warm reception fro 
tangible.. The -governmi 





adition two years ago by agreeing to 
nsult three influential business groups 
1 the content of the new law. According 
Mr Grant Murray, who represented 
anadian manufacturers in the negotia- 
ms, “many of us feel that this can 
ovide a useful model for other legisla- 
ve issues”. If the Liberals are still in 
wer after the next election, that is. 


apanese-American trade 


sarnyard noises 


TOKYO 





merica is turning up the heat in its 
tding arguments with Japan. For more 
an a year, close personal and political 
s between President Reagan and Ja- 
ws prime minister, Mr Yasuhiro Naka- 
ne, have kept trade issues cool. Now 
merica is getting hot under the collar 
in over a whole string of issues. By 
so, it is exposing a deep division 
ide the Japanese government. 
On March 31st, the four-year agricul- 
al trade treaty between Japan and 
merica expired with no agreement on a 
cessor: Despite long and tortuous ne- 
‘ations, Japanese and American trade 
ficials cannot yet agree on a long-term 
ease in the quotas for imports of 
jaerican beef and oranges into Japan. 
ie two sides are separated by just 4,000 
nes of beef a year and 2,000 tonnes of 
nges. A seemingly small bite, but too 
sch to swallow. Mr Donald Nelson, 
jaerica’s deputy trade representative, 
eatened to impose sanctions; when Mr 
(kasone told Japan’s farm minister, Mr 
Mnjiro Yamamura, to go to Washington 
Bettle the issue, at first he refused. 
‘he farm lobby is powerful in Japan, 
is backed by a growing dislike of 
Bng in to America—which, it is felt, is 
ime minister’s policy. Japanese beef 
ction is about 340,000 tonnes a 
, roughly 70% of consumption, but at 
wardly high prices. Under the old trea- 
ap to 30,800 tonnes of American beef 
Md be imported each year, with the rest 
ihing from Australia. America long ago 
ered its sights from completely free 
ess to an increase in annual beef 
Bort quotas to about 40,000 tonnes and 
(range imports from the present 82,000 
es to around 94,000 tonnes. Mr Ya- 
wura, though, wants just 36,400 
Ekes of American beef and no more 
92,000 tonnes of oranges. 
is farming fuss has been aggravated 
lack of progress on a series of other 
mutes: 
‘omputer software. The ministry of 
national trade and industry (Miti) 
ts a new software copyright law that 
Md give it the right of compulsory 
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Beefing, in any language 


licensing of “vital” software sold in Ja- 
pan. American officials are making little 
headway in talking Miti out of its plan. 
@ Financial markets. America wants 
controls on the international use of the 
yen relaxed and access to Japanese mar- 
kets made easier for foreign banks and 
securities companies. Despite support for 
America from Mr Nakasone, Japan’s 
ministry of finance is stonewalling. 
@ Telecommunications. Japan’s post and 
telecommunications ministry has pro- 
posed limiting the foreign investment in 
the potentially lucrative computer-com- 
munications networks that will soon be 
allowed to run on public lines. This upsets 
IBM and America’s commerce depart- 
ment. Here, America looks like getting 
its way after a lengthy battle. On April 
4th, the ruling Liberal Democratic party 
decided to veto the postal ministry and 
allow free access. 

In America’s presidential election year, 
Japan will find America’s trade negotia- 
tors increasingly tough opponents. Wit- 


China’s energy 





ness the way they are holding up the 
increase in Japan’s shareholding in the 
World Bank. 

After some tricky negotiations, bank 
members agreed in February that Japan 
should become the second biggest share- 
holder. But the Americans are now refus- 
ing to ratify the change until Japan has 
made concessions on trade, even though 
the two issues are unrelated. Unless the 
dispute is settled at next week’s meeting 
of the bank’s development committee, it 
could produce one big casualty. The 
bank’s soft-loan agency, the International 
Development Association, might not 
have the financial backing it needs to 
carry on lending after the end of June. 

The United States is mixing toughness 
with a hint of compromise, though. Mr 
Bill Brock, the American trade represen- 
tative, suggested recently that Japanese 
carmakers’ “voluntary” restraints on €x- 
ports to America might not have to be 
renewed when the deal expires in March, 
1985. Even that is a retractable carrot. 





Grounded 


Power shortages are forcing Chinese fac- 
tories to close by rota, and cities as big as 
Canton to enforce blackouts late in the 
evening. The country has plenty of fuel in 
the ground and under the seabed. Its 
trouble is exploiting it. 

The country’s planners had hoped that 
foreign capital and technological exper- 
tise would help do it for them. They are 


HONGKONG, TOKYO, LONDON 


being disappointed. First, because the oil 
glut has made energy exploration less 
profitable. Second, because western busi- 
nessmen complain that China is a country 
that is always taking a new turning in 
economic policy. 

China’s energy ambitions are enor- 
mous. It wants to double both oil and coal 
production by 2000. A big chunk of the 


73 


irked for energy 

projects. Over the next decade, China 
hopes to attract about $10 -billion -of 
foreign ‘investment for its offshore oil 
effort, and another $13 billion from 
abroad to develop its huge:coalfields in its 
central provinces. 


. According to Chinese statistics, coal 


p duction, which provides 71% of Chi- 
na's nergy, rose 5% last year from 1982's 
levels to. 700m tons; oil production by 4% 
to 106m. tons; and electricity generated, 
7% to 349 billion kilowatt hours. 


Unslick oil 

In oil, China’s problem. is speeding. the 
development of offshore reserves. Pro- 
duction from the country’s onshore fields 
peaked in 1979. Production from offshore 
fields. was meant to start.as onshore oil 
fell off but it is not now expected to begin 
until at least 1988, As domestic demand 
rises, China may be forced to cut oil 
exports (largely to Japan and the Philip- 
pines), which now bring in about a fifth of 
its foreign exchange earnings. The World 
Bank has predicted that China might be a 
net oil importer by 1990. 

By December, 1983, 18 exploration 
and development contracts, involving 27 
foreign oil companies, had been signed to 
explore for oil under the Bohai Gulf in 
the north and the South China Sea in the 
south, But nobody has yet found offshore 
oil. Mobil has pulled out of China—after 
negotiating in vain. for a licence. (In 


Energy kingdom 


SOVIET UNION 


s 


"partnership with other sui 


spent $20m, mainly on seismic work.) 
France’s Total is considering following 
suit. 

China is trying to renew westerners’ 
enthusiasm by meeting old complaints. 
This week, it hinted that exploration 
licences granted in the second ‘licensing 
round, due late this year or early next, 
would be more: generous in. giving the. oil 
companies a bigger take of the production 
profits (although the 17.5% royalty 
would remain unchanged from the first 
round). 

In March. China signed a tax treaty 
with America to ease American oil còm- 
panies’ worries about double taxation. It 
has fleshed out its joint-venture law and 
also approved a patent law, to take effect 


in. April, 1985, to help remove western- 


ets’ worries over protecting the technol- 
ogy they bring to China. And, with the oil 
companies’ complaining about lack of 
infrastructure, it arranged a $77m loan 
from banks led by France’s Société Gén- 
érale to help pay for construction of an oil 
centre at Nanhai. 

China’s coal men have a head start in 
attracting foreign investment. About 25m 
tonnes of coal-mining capacity are al- 
ready being built in China with foreign 
finance. The biggest potential deal, Occi- 
dental Petroleum’s proposed $230m. m- 
vestment in the planned [Sm-tonne-a- 
year Pingshou coal mine im Shanxi 
province, is in trouble. Occidental still 
has a team of negotiators in China, but 
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creative statistics. 


“Throughout the 1970s and the early 
i s the Philippines had little difficulty 
borrowing dollars. Commercial banks 
'e open handed, and the IMF and the 
gave their imprimatur to Mr 
à 3 the legendarily honest fi- 
minister who is now also the prime 
e creditors convinced them- 
the Philippines, under Mr 
dance, needed only money 
shake off the corruption and 
that surrounded President 
lat happy delusion disap- 
October.when the Philip- 
unced.a moratorium on its 
e IMF was called in as bailiff 
















fooled for so long partly 
y wanted to believe what 
fficials ‘were telling them. 
year it was clear that Philip- 
al statistics. were not all they 
balance of payments deficit 
rst half..of 1983 was revised 
y $500m less than two 
it was first published. In 
, 1983, came the “discovery” 
ement of the country’s 
change reserves by $600m, 
than half the total at the time. 

several years, creative statisticians 



















on public- and private-sec- 
“debt. Fiddlesticks. Foreign 
was estimated last September to be 
llion. This week, the central bank 









ast month, it said it was $24.6 billion. 
ome say it could be as high as $29 
llion when other bits and pieces are 
ded in. The country’s statisticians have 
discovered between $360m and 
of foreign and domestic loan 
‘arantees. They were not included in 
sent estimates prepared for the IMF. 


läto be respected, not liked”, took on 
obert Rubin as president, a choice 
alar in some quarters. When Mr 
sman, Mr Rubin and two top trad- 
granted bigger- shares in the firm 
hen merchant bankers’ profit shar- 
the end of the. year was kept 
ed while leading traders were 
arge additional bonuses, simmer- 
‘ntmicnt turned into open revolt. 
nior partners -in charge. of the 













On the back of a Manila envelope 


MANILA 


Mi economists arrived in Manila this week to search for reliable figures 
Philippines’ economy and its externa! debt. They will need their 
toothcombs. The Philippines has fooled its creditors for years with 


@ In 1970 a law was passed designed to 
keep the country’s foreign borrowing 
within reasonable limits. It said that debt 
service payments should not exceed 20% 
of the average annual foreign exchange 
receipts of the previous three years. That 
was quietly modified to be based on the 
previous year’s receipts only, and then to 
include new loans as part of those re- 
ceipts. At first, only medium- and long- 
term loans were included; in time, vola- 
tile short-térm money also found its way 
into the calculations. 
@ To keep the country’s international 
reserves looking good, the central bank 
boosted its gross holdings of foreign 
currency by depositinig dollars with local 
commercial banks which the banks then 
redeposited at the central. bank. In ef- 
fect, this allowed some foreign reserves 
to be counted twice. The central bank 
‘was not obliged. to show the size or 
nature of its own borrowing and, by 
March, 1983, nearly 40% of its declared 
reserves of $2.43 billion was in the form 
of these swap transactions. - 

Anybody who looked closely inside 
the Philippines could have seen that all 
was not well. Foreign exchange was 











Mr Virata was the IMF's chum 


mergers and acquisitions, investment 
management and foreign departments 
left for pastures new. At an embattled 
January board meeting, the remaining 
directors appointed the committee to sell 
the firm. Its task became harder as Leh- 
man’s record-breaking. performance in 
1983 (pre-tax profits of $160m) turned 
into a struggle to break even. 

Lehman Brothers needs more capital 
to -keep-up with its rivals. It has:a capital 


FIN, 


clearly being wasted on prestige pro- 
jects. The government has taken over 
almost all of the 14 luxury hotels built at 
a cost of over $250m for the 1976 World” 
Bank/IMF annual meeting in Manila 
because of their owners’ inability to meet. 
their debt. repayments. After. five. years 
and $2 billion, a 626-megawatt nuclear | 
power station (the country’s first) re-` 
mains incomplete. As late as 1983, th 
president’s wife, Mrs Imelda Marcos, 
was still able to spend millions of dollars” 
on what the World Bank called “frivo- 
lous projects”. Her Manila international - 
film festival cost $20m; the “film palace” 
she built for it another $30m. pe 
In October, 1982, Wharton Econo- 
metrics, the American forecasting outfit, 
was saying that a restructuring ofthe] 
Philippines’ external debt would be uns 
avoidable unless exports picked up dra- 
matically in 1983, Inside the Philippine: 
Mr Jesus Estanislao of the Centre 
Research and. Communication (an Opus 
Dei foundation), the country’s only inde- 
pendent economic analyst, began 
cuse the government of citing economic 
figures that were “artfully adorned with- 
cosmetics”, wb 
Many of the statistical shenai 
were designed to meet the ter 
IMF stand-by credit si i 
1983. When the $500m 
lating the balance of payi 
was discovered, the IMF stopped 
and decided to take a closer look at 
figures. ; 
Why were the problems not plainer to 
the IMF much sooner? Possibly because. 
since December, 1980, it had had no 
representative of its own in Manila f - 
Instead it had sent Mr Kemal Siber, œ {> 
former secretary of the treasury in Tur» 
key, as a consultant to the central bank 
in Manila. The IMF paid Mr Siber’s 
salary but the central bank paid for his 
housing and expenses. 
IMF sources in Washington say. that 
this meant that Mr Siber (who had been 
the IMF's representative in Manila from 
1972 to 1974) was not in a position 
properly to “police the central bank” or 
to advise the IMF objectively. A mem- 
ber of the IMF's staff has since replaced. 
him in Manila as the IMF’s own repre- 
sentative. But while Mr Siber was in situ, 
the nature of his appointment meant that 
the IMF and the Philippines’ foreign 
bankers heard too much of what the 
central bank wanted them to hear. 




















































































base of only $250m, far less than Merrill 
Lynch’s $2 billion, Salomon Brothers’ 
$1.27 billion, Shearson/American Ex- 
press’s $1.06 billion or Goldman, Sachs’s 
$500m. Firms generally limit their volume 
of business to 15 times their capital. 
Should Lehman Brothers find a buyer 
(it turned down a proposal last year for a 
public offering), its directors will take 
home a bundle. Mr Glucksman stands to 
get $16m for his 4%. stake if the firmy is 


























$400m. Mr Peterson, who has- 


been sitting on the sidelines, would also. 
gain since his golden handshake includes 
an option to receive an additional payout 
should the firm be sold in the near future. 


London stockmarket 
‘Test run 


The London stockmarket will get its first 
whiff of negotiated commissions on April 
9th, when dealings in overseas securities 
are relaxed and gilts commissions drop. 
Abolishing fixed charges on certain trans- 
actions in overseas securities is a first 
cautious step towards dismantling them 
on all dealing; expected by the autumn of 
1985. The negotiated overseas securities 
business has to be done through new 
international dealerships which may trade 
only as principals, for the moment, and 
cannot deal in British stocks offshore. 

Half a dozen firms are setting up such 
dealerships: jobbers Akroyd & Smithers 
(eventually through a joint venture with 
brokers Rowe & Pitman but for the 
moment via a wholly-owned subsidiary), 
Grieveson Grant, Hoare Govett, Bisgood 
Bishop, Cazenove, and Williams de Broe 
Hill Chaplin. Another half dozen or so 
are on the brink. 

Nobody expects a big overnight switch 
of business to British firms in Britain. A 
number of the new companies will not 
have fixed up computers, phones and 
offices in time to trade on April 9th. 


Well connected 


For those in the City of London too 
absorbed in their own metamorphosis to 
browse through the seventh and latest 
edition of Crawford’s Directory of City 
Connections (the first edition to be pub- 
lished by The Economist), here is Craw- 
ford’s top of the pops—the 10 merchant 
banks, stockbrokers, auditors and solici- 
tors with most of the old-style business of 
serving British quoted companies. 

King: Cazenove sits loftily above all 
other brokers—and loftily apart from 


Who serves corporate Britain? 


Though commissions to big clients are 


likely to fall, they can never fall beyond. + 


the reach of determined foreign competi- 
tors like Merrill Lynch or Nomura Securi- 
ties. And British brokers with overseas 
branches have been dealing on foreign 


exchanges for their British customers at- 


internationally competitive rates. But the 
change will give British firms a chance to 
compete on equal terms with foreign 
rivals—and to get used gradually to nego- 
tiated commissions. 

With these and other changes, Lon- 
don’s capital markets are in danger of 
moving faster than the institutions which 
are supposed to regulate them. Cityfolk 
fear that if the discrepancy gets too glar- 
ing, the government may decide to put on 
some American-style statutory jackboots 
when it unveils in a year or so a new 
investor protection act. This week, the 
City Capital Markets Committee, a re- 
spected group of City heavyweights, ad- 
vised colleagues to get cracking as soon as 
possible on a credible, effective self- 
regulatory system. 

The committee’s paper is the first for- 
mal reaction of the financial community 
to Professor Gower’s government-spon- 
sored report on investor protection pub- 
lished in January. It is unlikely to conflict 
with the proposals for reform which the 
stock exchange itself is inwardly digesting 
at this moment. 

The Gower report called for the City’s 
constituent parts (brokers, merchant 
banks, etc) to police their own patches 
through self-regulatory agencies (SRAs) 


any of the new connections being made 
between. brokers and outside institu- 
tions. Two solicitors (Slaughter and 
May, and Linklaters & Paines) dominate 
their business, but British companies 
divide their favours more evenly among 
merchant banks and accountants. 

Since the previous edition of Craw- 
ford’s Directory appeared three years 
ago, there have been few big changes. 
The stockbroker Grieveson Grant has 
improved its position greatly by taking 


and industry department. 
accepts, broadly, ` Pro 
three-tiered. system. 
nuances, some predictable, some 
@ It wants fewer SRAs divided roug 
on functional lines; The committee c 
for four (as Gower did in an’ ear 
report): one for the stock exchange 
second for licensed ‘securities dealer: 
third for futures dealing, and a fourth 
money managers. A fifth, for bar 
might be necessary, plus. one or: 
others for, eg, foreign brokers. 
@ it wants to see less of the trade: 
industry department (by reducing its? 
istration demands on the financial cs 
munity, for example) and more 
Council for the Securities Indus 
or a reworked version of it. © 
The CSI, the City’s own 
overlord, could not as it is- 
constituted, regulate a sick ca 
mittee plumps for the creation 
investor protection panel within 
similar. to the (largely autonomou: 
over panel. This, in effect, would turn 
CSI proper into a sort ‘of non-ex 
chat show. pe ee ee ate 
Speed is of the essence, the commi 
says. It wants the CSI to start cranking 
the SRAs now so that the City can. 
the acceptable face of self-regulation 
the government when it gets dow?) 
legislation. i 


over most. of the - clients. 
defunct Carr Sebag, and themer 
banks N. M. ‘Rothschild and Morga 
Grenfell have . swapped places wit 
Kleinwort Benson and Schroders... 
Does. any individual company: use th, 
top firm in each of the four diffe 
fields? Yes, one: the Bath & Po 
Group, a digger of stones with i 
quarters. in the. eponymous spa, | 
Cazenove as its broker; Hill Sam 
its merchant bank; Peat, 
Mitchell as its auditor; and Slaughter: 
May as its solicitor (togeth ; 
local firm of Titley, Long & Co). 


Top 10 financial advisers 


Hill Samuel 


Source: Crawford's Directory of City Connections. Figures in brackets are for the end of 1980. 


Top 10 stockbrokers 
No of companies 


at end 1983 


Cazenove 

Rowe & Pitman 
Hoare Govett 
Grieveson Grant 
Laing & Cruickshank 
de Zoete & Bevan 

L. Messel 

W. Greenwell 
Capel-Cure Myers 
Panmure Gordon 


Top 10 auditors 
No of companies 
at end 1983 

Peat, Marwick, Mitchell 
Deloitte Haskins + Selis 
Price Waterhouse 
Ernst & Whinney 
Arthur Young McClelland Moores 
Coopers & Lybrand 
Touche Rass 
Thomson McLintock 
Spicer and Pegler 
Thornton Baker 








Swire Pacific Limited 
Consolidated results for the year ended 
31st December 1983 and 1983 final dividends 


Pacific Limited’s profits for 1983 increased by 39.4% to HK$837.2 million. 
‘ Results. Audited consolidated results for the year ended 31st December 1983 were: 
Year ended 31st December 
1983 1982 
' HK$m HKgm 
Tumover 10,119.6 955.2 
Operating profit . 1,174.5 
interest charges — net ; 
Net operating profit 
- Share of profits less losses’ of associated companies 
Protit before taxation 
Taxation: © 
Profit after taxation 
Minority interests 





B shares: interim © © 





Within the Swire Pacific Group | thay Pacific Airways Limited had a very successful year and achieved record profits 
from airline operations. The net profit of Hong Kong Aircraft Engineering Company Limited increased by 52.7%. Despite difficult 
trading conditions: in Hong Kong, Swire Properties Limited's net profit for 1983 of HK$330.4 million, stated after making a 
rovision of. HK$80.0 million against possible losses on completion in.1987 of a development property in Hong Kang, was: 4.6% 
gher than that for 1982. Increased profits were recorded from offshore services activities, although losses were incurred in 
shipping and dockyard activities. Overall operating profits of the industries division were higher than those of the previous year. 
The trading division also produced increased protits:in 1983. : : 


Final dividends: . The directors of Swiré Pacific Limited will recommend to sharehdiders at the Annual General Meeting on 25th 
May 1984.the payment of final dividends of 73.0¢ (1982: 52.0¢) per ‘A’ share and 14.6¢ (1982: 10.4¢) per ‘B' share payable on 8th 
Jui io shareholders onthe register. of members. on 27th April 1984; the share registers will be closed from 16th April 1984 to 
27th April 1984, both dates inclusive. l l 
8 final dividends will be satisfied by the issue of scrip to each class of shareholder, with the option being given to 
jarehoiders to elect to receive cash in.lieu of scrip in respect of part or all of such dividends. Full detaits of the scrip dividend 
cedures will be:set-out in a circulartetter which, together with the forms:of election for the payment of cash dividends; will be 
to:sharehoiders:on 4th. May 1984; 


Investment properties and net assets pershare, in accordance with the policy of Swire Properties Limited, the annual vaiuation 
: at open market value of the investment properties of the Swire Properties group was carried out at 31st December 1983 by 
professionally qualified executives of the group, following an independent valuation carried out at the end of the previous year. 
S a Consequence of the.1983 valuation, the valuation reserve within Swire Properties Limited has been reduced by HK$1, 160.2 
“million, of which HK$841.2 million: is attributable to Swire Pacific Limited, fepresenting a reduction of previous net increases in 
valuations. Taking into account both the retained earnings in 1983.and the reduction.in the valuation of investment pr eg Abed 
het asset values of the shares of Swire Pacific Limited at 31st December 1983 were HK$11.09 per'A’ share and HK$2.22 per 
share which compare respectively with HK$12.33 and HK$2.47 at 31st December. 1982. 


Prospects. There is good reason to expect that the strong operating results of Cathay Pacific Airways will be maintained 

during 1984: Within those sectors of the property market in Hong Kong in. which Swire Properties is involved, there is expected to 

. be-some. increase in demand, and continued.stability of prices. The offshore services division foresees a deterioration in 

lusiness conditions during the year, which will result insomewhat lower profits from that division than in 1983. The industries 
and trading divisions are expected to achieve satisfactory results in 1984. 


The Annual Report for 1983 will be sent to sHareholders on 4th May 1984. 
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1 The Swire Group 


Swire House; Hong Kong: 


Swire Pacific Limited 





Tata: India’s corporate magpie 


The Tata group is everywhere in 
India: its products range from 
lorries and steel to textiles and 
cosmetics. Even Air India, the 
national airline, is the state- 
owned progeny of Tata Airlines, 
formed after Mr J. R. D. Tata in 
1929 became the first Indian to 
hold a commercial pilot’s licence. 
Despite depredations, by nation- 
alisation, the Tata Group—over 
30 companies with sales of $3.53 
billion in 1982-83—remains as 
the biggest industrial house in the 
Indian private sector, Its. only 
rival is Birla (see box). 

Tata’s ambitions are interna- 
tional. It has hotels on several 
continents, and joint ventures in 
_ south-east Asia and the Gulf. It 
wants to grow bigger still: around 
$1.5 billion is to be invested in 
the next few years on two ferti- 
liser plants, an expansion and 
modernisation of its steel plant, a 
new lorry factory, and a new 
SO00MW power plant. It- is nib- 
_ bling at new technology: comput- 
"ers, biotechnology, and oilfield 
> services and equipment. 

The roots of this empire were 
planted in 1868 when Jamsetji N. 
Tata started a small textile trad- 
ing company with a capital of 
$2,100. He soon began making 
textiles, but he dreamed of mak- 
ing steel, which meant a quantum 
jump from the simplest to the 
most sophisticated industry of his 
time. His reasoning was simple. 
The expanding railways network 
needed vast quantities of steel: 
why not make that steel from 
local iron ore and with local coal? 

The site chosen for Tata Iron 
and Steel Co (Tisco) was in the 
middle of a jungle and building 
was not easy. Tigers ate two la- 


-bourers; a stampeding elephant- 
+ flattened workers’ 


huts; a she- 
bear gave birth to a cub under the 
table of the local railway superin- 
tendent. The chairman of the 
railway board, Sir Frederick Up- 
cott, sneered at the very idea that 
Tata could produce steel to Brit- 
ish specificiations, and undertook 
to eat every ounce produced, 
Tisco did what Sir Frederick 
said it couldn't. The steel plant 
started in 1912 and during the 
first world war supplied 1,500 
miles of rails to the British army 
in Mesopotamia—an amount 
that would have caused Sir Fred- 
erick acute indigestion had he 
had to keep his promise. 
BO. 


The steel plant made Tata the 
biggest group in the Indian pri- 
vate sector, a position it still oc- 
cupies, now with total assets of 
$2.4 billion (the government's es- 
timate—somewhat larger than 
the group's). However, it is small 
compared with the Indian public 
sector or foreign multinationals. 

The expansion programme will 


almost double its assets, but there | 


could be a long period of growing 
pains, The main reason for this is 
a lack of finance, Group profits 
before tax in 1982-83 were only 
$168m, down from $213m the 
previous year. The group tapped 
the international financial market 
for $50m for the first phase of its 
steel modernisation. The Inter- 
national Finance Corporation, a 
subsidiary of the World Bank, is 
interested in investing $60m in 
Tata's new fertiliser plant and has 
offered to help arrange addition- 
al finance from commercial 
banks. And a fair amount can be 
raised in the Indian capital mar- 
ket; a recent Tata debenture is- 


Tata the traditional 


Turnover f 
1982-63 total: $3-5bn 


meea BY Tata ron and Steel 28 


25 Tata Engineering 22 


9 Tata Electric 7 


§ Tata Oi Millis 3 


“2 Tata Chemicals 1 


9 Volas 677 
1 indian Hotels 3 
2 Tata Tea 8 = 
) OPI NEER m A Others 17 


Source: Company Report 


sue of $35m was almost three 
times oversubscribed. Govern- 
ment financial institutions, more- 
over, are expected to provide 
timely loans since all the big ex- 


pansion schemes are in, high pri- ` 


ority areas. The. government’s 
steel development fund will help 
Tata’s steel expansion. 

All the Tatas, from the founder 
to Mr J. R. D. Tata, who. at the 
age of 80 has run the group for 45 
years, have stressed quality, tech- 
nology and high ethical stan- 
dards, The group can boast an 
exceptional ability to absorb 


The leading contender 


The Birla group of companies briefly topped the league table of 


India’s private-sector companies in the late 1970s, According to. | 
government figures, it has since slipped to second, with assets. 


worth $2 billion in 1982 compared with Tata’s $2.4 billion. 


The Birla empire is split into autonomous groups run by -| 


different members of the Birla family. At last count there were 
more than 200 Birla companies, most them much. smaller.than 
companies in the Tata group. One reason for this. is that the 
Birlas have produced far more sons and grandsons than the 
Tatas (Mr J. R. D. Tata has no children). 


The Birla companies produce a much wider range of prod- 


ucts, including aluminium, cars, railway wagons, alloys, viscose, 


paper, fertilisers, textile machinery, sugar and jute. While the’ 


Tatas have failed in textiles, the Birla textile mills are among the 
biggest and best in the country, 


Regarded as more dynamic than the Tata group, Birla’s 
companies are very much family run; they have a reputation for- 


having the ability to keep politicians and bureaucrats happy-——a 
great help in getting licences and permits, although the recent 
liberalisation of industrial policies has reduced the importance 
of such skills. The Birlas motivate top executives by allowing 
them to become industrialists in their own right: the executives 
themselves remain within the Birla group, but their families 
manage new businesses set up with Birla’s financial help to 
supply ancillary equipment to the big Birla companies. 


Like the Tatas, the Birlas have gone multinational. They run... 
paper mills in east Africa and textile units in Indonesia. and . 


Thailand. They also have management contracts-to operate 
large mills making steel, paper and aluminium in Nigeria. 
Shaken by the nationalisation of units.in Ethiopia and the 
Philippines, the group has decided, that: management contracts 
canbe as remunerative as equity ventures-~and a lot less risky. 


technology and. i 
through research, 
complex equipment € 

In. purely. commerci 
emphasis on quality 

hurt the group, since 

ed Indian market easy pr 


. be made out of shoddy 


During. the British Ra 
the.early years of 
the group was 
cians as a patriotic 
iti 


he 1960s there wasa 
curbs on the growth o! 
dustrial groups like 


_ Birla, Government policy 
“for the: public sector to cap 


the ‘commanding heights o 
economy. New capacity in 
and power, two Tata special 


was reserved. for 1 


controls to keep 


ials. and 


as also, para 
wt 


“dy, a disadvantag 


bribe Ee itong 


y e comet ere 
longer any entity whi 


‘called the Tata group: 


In recent years, how 
has been a gradual 
government, Policy. 
group has been pe 





Tata Iron arid Steel Company (Tisco) is the group’s biggest 
-ompany with assets of $570m. It runs an integrated steel plant 
n tonnes annual capacity and has consistently boasted the 
a ency and capacity utilisation-of all steel plants in 

The company has just. completed the first phase of its 
ation programme at a cost of $240m. This has replaced 

rth furnaces with oxygen converters, introduced con- 

sting, and increased capacity by 200,000 tonnes. 

espite India’s steel glut, the company wants to spend another 


completing its modernisation programme and adding © 


mes of capacity. 

‘rms of sales rather than assets, the biggest company in 
pis Tata Engineering and Locomotive Company Ltd 
»). This produces 45,000 heavy lorries a year, as well as 
g equipment.. Road traffic is experiencing a recession in 
toc forcing the company to stagger plans for expan- 
intends to set up a new factory in northern India to 
) lorries a year, The company is a substantial 
tries, and in 1977 established a joint venture in 
Industries) for assembling lorries. This project is 

n the chill breeze of Japanese competition. 
ectric companies serve the industrial complex 
ese have justcomimissioned anew 500MW 
ggest in India, which brings the total generating 
the group to 1,129MW. Plans to add another 
could cost up to $500m. Much ofthe finance for 
‘© come from government financial institutions. 
al electrification projects in the Gulf are now 


éralised, and Indian government to hold more | 


ger a dirty word than 49% of the equity of a 
foreign’ venture, nor may it ex- 
port cash to acquire. this equity. 

h: The Indian company must export 
B ' machinery and technology in lieu 
(institutions, the of cash, the idea being that this 
a emphasis on may-create a bigger dividend flow 
‘iS again an asset. back to India. 

ewed opportunities Despite these curbs, Tata— 
vealed weaknesses. While like every large Indian business 
group—has still gone multina- 
; tional. Land laws and allied prob- 
ceded for simpler indus- lems prevented the Tata group 
d aid disparag- from starting an oil palm planta- 
Tata group would tion in India, so it went to Malay- 
excellent public-sector sia to set up the biggest integrat- 
Its textile companies ed:palm oil complex in,the world 
hind India’s best, (Unitata Berhad). In. Indonesia, 
m'has suffered the the group has a share in two 
textile mills. The group has two 
companies in Singapore—Tata 
Exelsi is in computer hardware 
‘and: software, while Tata Preci- 
- sion Industries has specialised in 
“tooling, for the electronics and 
“communications industries. In 
fr Eutope, Arnag-Tata of Holland 
provides computer software. In 
Saudi. Arabia, Tata is commis- 
sioning electrical works in Jeddah 
and:.Al-Khobar and has joined 
with Poliet of France to form 
„Saudi Concrete Prefab Industries 
to-cater to the building industry. 
y But the most rapid expansion 
abroad has been in hotels (it now 
operates 11 abroad on three con- 
tinents): it runs these on manage- 
nt contracts, so avoiding the 
ed to-find substantial funds for 

estinent: es 


making a significant contribution to group profits. 

Voltas. Ltd is a conglomerate company within a conglomerate 
group, handling 800 items ranging from pharmaceuticals and 
packaged foods to air-conditioning’ and electric switchgear. 
Voltas is a large trading company as well as a manufacturing 
one. Its profits have expanded almost tenfold:in the past five 


years, but it has no ambitious expansion plans. a 


Tata Oil Mills Company Ltd, one of the oldest companies of the 
group, makes soaps, detergents, toiletries and food products. If 
exports products to 30 countries, but government policies make 
it hard for it to expand its traditional lines, which are given low 
social priority. It is a’ partner in Unitata Berhad, a palm oil 
complex in Malaysia with a turnover of over $70m a year. 
Tata Tea Ltd, brags that it is 
the biggest single producer of 
tea in the world, with an out- 
put of 42m kilogrammes, a 
year. It was earlier part of a 
joint venture with James Fin 
lay, but the British, group has 


now divested its holdings’ in’ f 


Turnover the company. With tea prices 
meeen OS 1982-83: RI0= $1 rising, the company will be 
one of the most profitable in 
the group this year. It is a 
pioneer in making instant tea. 
Tata Chemicals Ltd'is one of 
the best managed companies 
. in the group. It runs a large 
chemical operation based.on 
- ; the solar evaporation of sea 
Terese oie stabs seas water in Gujarat. The princi- 
pal product is soda ash, and 
Tata-fron and Tata Eng. and the company has expanded 
Steel Company — Locomotive Co capacity to 500,000 tonnes a 
year despite the dumping of 
soda ash on the Indian:market 
by Bulgaria. It also produces 
caustic soda, soda bicarbonate 
and = agri-chemicals., Tata 
Chemicals has long wanted to 
get into fertilisers, and is plan- 
ning a phosphatic fertiliser 
complex at its Gujarat plant. 
Far more - ambitious’ is a 
$600m nitrogenous fertiliser 
plant it plans to.set up based 
4 ; _on offshore gas (a new subsid- 
Tata Electric, Voltas iary may be floated for this 
. purpose). 

~ Indian Hotels Ltd, established 
in 1902, is one of the oldest 
parts of the group. It is, 
though, only in the past de- 
cade that the division has 
achieved prominence. It now 

represents Tata to the world. 
Apart from’ running 14-ho- 
tels in India, the hotels. com- 
pany runs four in Washington, 
the Lexington Hotel in New 
York, the St James's. Hotel 
and Bailey’s Hotel in London, 
and others in Colombo, Mus- 
cat, Sana’a (north Yemen) 





and Male (the Maldives), 


There are plans to start an 

Indian fast-food’ chain’ in 

North Americathe first éx- 
973 Si 883 periment to combine curry 
Source Company Accgunty with speed. 
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‘most informative...refreshes our knowledge of world trade, the third world and tł 
developing countries... i 
Commercial Attache, Embassy of Indonesia 


The developing world is an area of great economic potential, presenting indUstialiss 
nations with a challenge they cannot afford to fail. But exporters and agencies need 
authoritative and up-to-date advice on where their expertise, goods and services are | 
required. They need a publication like Third World Development. 


Third World Developmentexamines the current trading situation between North ani 
South, identifying areas of potential growth. 


It’s authoritative — contributions from world leaders like Willie Brandt and co 
Kissinger, from authorities like J K Galbraith and Edward Heath, and from org: 
like the World Bank, International Finance Corporation and World Health Organisa 


It's comprehensive — 728 pages of expert studies on agriculture and food; business, 
finance and industrial development; communications, health and education.. and m 
more. Neat 


It's up-to-date — a new edition every year. 
in fact it’s specially designed to help you meet the challenge of tomorrow's world. 


THIRD WORLD DEVELOPMENT 
—the indispensable 
annual reference 


` TBL Book Service Ltd, 17-23 Nelson Way, Tuscam Trading Estate, Camberley, Surrey GU15 3EU, England. 





Send for your copy now! 


Please send me copy(ies) of THIRD WORLD 
DEVELOPMENT 0 946 02706 4(E) at £35 or US$50 each, 
“inclusive ‘of postage and packing (overseas surface post). 


l enclose a cheque for made payable to TBL Book 
Service Ltd. 


Send your order to TBL Book Service Ltd, 17-23 Nelson 
Way, Tuscam Trading Estate, Camberley, Surrey Groenor . 
GU15 3EU, England, E oe 





‘ountries to intro- 
or r pew cars by 1990 


; ing to ae so to 
rly as January, 1986. 
lead-free petrol: high- 
both? 
mental ministers 
rers; the oilindus- 


‘groups to sit down 
the costs involved 


on desks. The report 


ther: than prescrip- 


little economic sense to 
Stage move to lead-free 
first from 0.4 grams per litre 
18 g/l. That move has its seduc- 
Id require no change in the 
f octane ratings of petrol 
‘or.92-octane petrol; 75% 
6-octane-plus) and.so no 


in itself be expensive. It 
rope’s oil EE by 


it comes to lead-free 
o easy choices. Octane 
hange and the choice. 
es the lowest costs for 


BRUSSELS 


or 96 octanes and a 25:75 ratio of 92 and 
96 octanes. Several things have to = 
noted about the figures, None should b 
taken as gospel; they are estimates. The 
figures on carmakers’ costs and the fuel 
consumption of cars were calculated as- 
suming that vehicle performance in each 
case would match that of cars designed to 
run on today’s supplies of leaded petrol: 
eg, that lower transmission ratios or larg- 
er engine capacities would be used to 
compensate for performance losses as 
octane numbers, and so compression ra- 
tios ‘were reduced. 

It was also assumed that cars would be 
designed to meet only today’s relatively 
lenient standards on exhaust emissions of 
carbon monoxide, nitrogen oxide and 
hydrocarbons. In fact, emission standards 
arelikely to be tightened, as the commis- 
sion may well point out on April 15th. No 
allowance was made for any additional 
distribution costs in introducing unleaded 
petrol: eg, extra pumps and storage facili- 
ties at petrol stations. 

These costs would not be incurred 
overnight. Carmakers reckon they would 
need planning time varying from three to 
four years (for scenario D) to five to six 
years (for scenario A) to tool up for 
unleaded petrol. Once unleaded: petrol 
came in, it would take 10-15 years for the 
full costs of refinery changes and higher 
annual crude-oil bills to come through. 

So what should the commission and 
(later) individual EEC ministers make of 
the figuring? One point they will have to 
bear in mind is the awkward fact that, for 


Scenarios for lead-free petrol 


Today's 
petrol 


Lead content (g/l) 0.4 
Octane (RUN) 
% share 
investment (1983 $ billion) 
Carmakers ~ 
(% increase per car) ~ 
Refiners - 
Increased òil required 
(tons per 1,000 tons petrol) 
Impact'on motorists 
% reduction fuel economy 
increase annual fuel bill (1983 $. 


92/98 
25/75 


many years (until older cars disappegt 
from European roads), both unleaded 
and leaded petrol will have to be avail- 
able. The oil industry says that, while 
adding one low-octane grade 6f unleaded 


lion, RA. a second high-o octane grade: 
of unleaded petrol would boost their 
investments to $2.5-3.5 billion, 

ing two man of unleaded ‘pet 

also complicate life. for. petrol sta 

Nor would there be any way of kno 

for sure in what proportions. the. 
grades would have to be produced: co 
sumer demand would decide that. 

If the decision is to go for one grade of 
unleaded petrol, which should’ it be? 
Perhaps none ‘of those in the scenarios in 
the report the commissionis now study- | 
ing. In terms-of minimum: 
consumption——taking into account: b 
the fuel consumption of: veh 
energy consumption of 
optimum octane number 
according to oil-industry 

On today’s technology, moving 
single 94.5-octane unleaded petrol wor 
eventually push up Europe’s annual 
crude-oil requirements by about 44 tons 
per 1,000 tons of petrol, or some 3.6m 
tons a year. Assuming more fuel-efficient 
car-engine technology, those figures | 
could be shaved significantly. So-called 
fast- and lean-burn cars (see following 
note) are being designed—-and could be 
made to run on a 94.5-octane lead- free 
petrol. 

Whatever the commission decides to 
recommend, it will be up to individual 
EEC governments to endorse; or not. At 
present, thé betting is that all member 
countries will go along with, say, a 1990. 
deadline for the introduction of lead-free 
petrol for new cars. The West Germans 
are unlikely to insist on 1986 (so long as: 


Tomorrow's choices 
A B Cc D 
0 0 0 0 
92 94 96 92/96: . 
100 100 100 25/75 


64 43 23 

(1.0) (67) (35) 
15-22 24-32  28-48- 

56.8 44.8 53.0 


44-7 2-4 a1 
a Soe 21: ary 


23 
(35) © 

2.2-3.8 
448 





y are permitted to go a 
British will probably be relieved not to be 
held to such an early date: Until recently, 
both the Italians and the French were 
against having to go all the way to lead- 
free petrol at.all. But the Italians have 
now come round (talks between the gov- 
ernment and industry began last week) 
ånd the French are unlikely to wish to be 
isdlated in opposition. 

Ridding new cars of lead, however, will 
not'get EEC governments off the envi- 
ronmental hook. A move to lead-free 
petrol will actually cause emissions of 
some undesirable substances (aromatic 
hydrocarbons) to rise. 


Exhaust emissions 


More argument 


Catalytic converters were first fitted to 
American cars to reduce harmful exhaust 
emissions. Then lead was phased out of 
American petrol because the stuff poi- 
soned the catalysts. Now that Europe is 
moving to tighten up exhaust emissions 
and (to keep people from being poisoned) 
to phase lead out of petrol, makers of 
catalytic converters should be in clover. 
Right? Not necessarily. Some European 
motor men are backing a different solu- 
tion to emissions: “lean-burn” engines. 

The engine lobby.makes three points. 
First, catalytic converters are expensive. 
West Germany's Volkswagen reckons fit- 
ting converters will add about DM1,500 
($580) to the price of a car and, unless the 
rest of Europe makes them mandatory, 
will put its cheaper models at a big 
disadvantage. Second, under typical Eu- 
ropean driving conditions, the devices 
may not work well. Third, lean-burn 
engines can meet “reasonable” emission 
standards while giving drivers better fuel 
economy and performance. 

Backers of catalytic converters say that 
the devices. can be made to work in 
European conditions with relatively little 
sacrifice of performance or fuel economy. 
More to the point, not only are lean-burn 
“engines still some years away, they also 
have inherent limitations when it comes 
to reducing.exhaust pollutants. Regula- 
>> tors must face facts. If they want really 

substantial reductions:in emissions they 
~ will have to plump for converters. 

So what are=the facts? Begin with 
exhaust emissions. The three exercising 
regulatory authorities are carbon monox- 
ide (CO), hydrocarbons (HCs) and nitro- 
gen oxides (NOx). Cars burn a mixture of 
air and fuel. The first two pollutants are 
produced by incomplete combustion of 
the fuel itself; the third is produced by the 
way nitrogen and oxygen in the air react 
at high temperatures in a car's engine. 


Carbon monoxide is a straight poison, 
„bad for you at high concentrations, and 


certain hydrocarbons (aromatics) are im- 
plicated in causing cancers. But the main 
reason hydrocarbons and nitrogen oxides 
are under attack is that they are involved 
in forming ozone and acid rain. Hence the 
determination of West Germany, Sweden 
and Switzerland to press ahead with more 
stringent controls on car exhausts—with 
or without the co-operation of other Eu- 
ropean countries. 

Except in (stricter) California, current 
American emission standards, set in 
terms of grams per mile, are 3.4 for CO, 
0.41 for HCs and 1.0 for NOx. European 
standards are set in terms of grams emit- 
ted in a standard test and vary according 
to the size of car; broadly, they are twice 
as permissive. The EEC is considering 
proposals to approximate the current 
American standards by the end of the 
decade. The West Germans want to en- 
force similar standards by January 1986. 

Carmakers in both America and Japan 
have plumped for catalytic converters, 
and Australia will follow suit in 1985. The 
converters, fitted to the exhaust pipe, 
contain precious metals (usually platinum 
and rhodium) which can turn 70-95% of 
the pollutants into water, carbon dioxide, 
nitrogen and oxygen-—all normal constit- 
uents of air. 

There is no doubt that the converters 
can do an impressive clean-up job. The 
arguments are about their efficiency and 
reliability. There were problems in 
America, not least cheating. Many mo- 
torists deliberately poisoned (or other- 
wise disabled) the devices. Often they 
simply could not resist the temptation of 
funnelling into their tanks the cheaper 
leaded fuel. America’s regulatory au- 
thorities insist that cheating is now far less 
common. It has never been quite so big a 
headache in Japan, where over 95% of all 
petrol is unleaded and taxing policy has 
made it cheaper than leaded petrol. 

The human factor aside, converters 
operate only within certain technical con- 
straints. One is temperature. The tem- 
perature of the exhaust gases must reach 
a minimum (“‘light-off”) value before the 
converters begin to work at all; at the 
other end of the scale, very hot gases can 
disable them. In a typical American driv- 
ing cycle, there is an initial burst of 
acceleration (ensuring quick light-off) 
and speed limits that (in theory) assure 
that exhaust gases rarely get horribly hot. 
Conditions in Europe tend to be very 
different: characterised by slow accelera- 
tions, low average speeds in urban areas 
and high speeds on motorways. So will 
converters either not light-off or burn up? 

Not the latest ones, insists Britain's 
Johnson Matthey, the world leader ‘in 
catalytic converter technology. It says 
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proved steadily ‘since 1970 0 
counts as well. The earliest: conve 
handled only CO and HCs (NO 
dealt with by recycling exhaust gases 
to the engine); they were adequate 
meet the American emissions standa 
in force until 1975. They could: not m 
the 1975 standards without imposing 
stantial penalties in terms of fuel eco 


Fuel and emission mixes 
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my and smooth driving. So they ga 
to dual converters... Ee 

These consisted of an oxidation ca 
to control CO and HC emissions a. 
separate reduction ‘catalyst. to 
NOx emissions. The oxidation 
needs. a relatively high proportion 
to fuel, a “lean” mixture; the: re 
catalyst requires a lower ratio, 
mixture. To juggle the ratios, yo 
feedback carburettor, an oxyge 
and an air pump to provid ; 
the oxidation catalyst. 

Now, the dual converter 
to the single-box, three 
veloped by Johnson Matthey. Us 
oxygen sensor in a closed loo 
electronic fuel-injection system, 
convert over 90% of all three poll 
There is an important proviso, ho 
The thing will work only if the 
mixture is finely tuned and, by- 
standards, relatively rich: it: must 
to what is: known as the stoichio 
ratio, 14.7 parts air to-one part fue 

That is no way to achiev 
my, say certain carmaker. 
European. subsidi e 
fuel-efficient. engir 





ethics of animal testing 


ism of scientific experiments 

is has reached such a pitch 

me scientists believe they must 
aluate the-tésts—or risk others 
iIa new book*, Dr 

an of Tufts School of Vet- 
‘ine.in Boston, Massachu- 

s the scientific and ethical 

He focuses on two ques- 

many animal experiments 

do the animals endure 


the scale of testing are scanty. 

est statistics come from Britain. 

show that the.use of animals for 

timentation grew sharply in the ear- 
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talk, Research into the 


‘stem of various animals has shown 
h similarities and differences to those 
‘mediating pain in humans. 

other unpleasant emotions? 

cause the brains of most animals lack 
ze frontal lobes, some scientists have 
d that animals must be relative- 

e to anxiety and -depression. 
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as Valium have been found in animals as 
primitive as bony fish. 

Dr Rowan concludes that, whatever 
the uncertainties about the degree of 
suffering in animals, scientists cannot 
proceed without regard to the unpleas- 
ant effects their work might bring. Many 
scientists agree: Indeed, in Sweden, vari- 
ous research techniques have been classi- 
fied according to the degree of pain 
thought to be caused to animals. 

Animal welfare campaigners have 
concentrated their attack on four toxicol- 
ogy tests which can cause serious discom- 
fort to the animals involved, and whose 
scientific validity has also been ques- 
tioned: the LDsg which determines the 
dosage of a drug that will kill half of the 
animals to which it is administered; the 
Draize test, which measures the poten- 
tial irritancy of cosmetic products (usual- 
ly by inserting them into rabbits’ eyes); 
and carcinogen and teratogenicity tests, 
which measure a substance’s ability to 
cause cancer or foetal abnormalities 
respectively. 

All sorts of problems can muddy the 
results of such tests. The animals used 
may react differently from humans to the 
substances (and/or doses) being tested. 
For instance, rabbits’ eyes may be more 
susceptible to alkali burns because the 


What animals are used for 


United States’ estimated annual total: 
71-3m animals 
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Toxicology 20% ~mm] 
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Other 6% 


tion of air—-and keep it well mixed with 
the fuel—you can get more efficient com- 
bustion while minimising the risk that the 
explosion driving the piston will die out 
prematurely (causing a weak misfire). 

Cars are appearing that use the so- 
called fast-burn cylinder the geometry of 
which (specially shaped inlet ports, a 
narrow combustion chamber and a broad 
piston) increases turbulence and hence 
the mixing of the air and fuel. The Ford 
Sierra E-max, launched last month, runs 
on a air-to-fuel ratio of 18:1. The goal is 
cars that can achieve good performance 
on ratios as high as 22:1. 

“Lean-burn” engines have another fea- 
ture. They burn cooler. That has an 
advantage. An engine running at lower 
temperatures produces fewer nitrogen 
oxides—though -somewhat than 


cornea are thinner than in humans. The 
conditions under which any one test is 
run may differ. For example, diet can 
influence an animal’s reaction to a chem- 
ical. The time food is withdrawn from 
mice can cause a fourfold change in the 
LDs value for a substance known as 
methohexitone sodium. A recent study 
on the accuracy of carcinogenicity testing - 
tried 19 known human carcinogens on 
two species of animals; only 36.8% of’ 
the animals had tumours after long-term » 
feeding with the substances. 

In the light of all this, Dr Rowan 
believes that the numbers of animals 
used and their suffering can be reduced, 
without risking human safety. His sug- 
gestions include: 

@ loosening up the LDgo test. Only a, 
rough guide is really needed of a drug’s 
toxicity. Instead of 60-100 animals per 
drug (as now required by America’s 
Food and Drug Administration), Dr 
Rowan reckons six to 10 would do. Such 
a change in the rules could cut the 
demand for laboratory animals by 2m to 
4m per year in the United States alone. 
@ making the Draize test bearable. Al- 
though there is as yet no feasible alterna- 
tive to the Draize test, its use could be 
confined to substances whose properties 
as irritants are unknown. Also, the doses 
placed in rabbits’ eyes could be reduced 
or the animals given an anaesthetic (eg, 
tetracaine) which does not interfere sig- 
nificantly with irritancy sores. 

@ alternatives for carcinogen testing, 
More use could be made of tests that 
employ bacteria or animal cells in lab 
dishes to spot potential cancer-causing 
agents. Such screening would reduce the 
number of substances that had to go on 
to be tested in animals. Dr Rowan also 
thinks that more work should be done on 
the possibility that lab-dish alternatives 
may offer as good a model for human 
reactions as animals do. 

"Of Mice, Models & Men. a critical evaluation of 
animal research, by Andrew N. Rowan (State 
University of New York Press, Albany). 


American standards now allow. With to- 
day’s engineering, it also has a disadvan+ 
tage. At air-to-fuel ratios about 18:1,. 
hydrocarbon emissions begin to rise 
again. The reason? No engine is 100% 
efficient in burning fuel. Hydrocarbons 
that escape incineration in the initial 
stages of the cylinder cycle (when the air-. 
fuel mixture enters the cylinder and is 
ignited) tend to hide away in crevices 
around the inlet and exhaust valves and, 
because the operating temperature of the 
cylinder is relatively low, are not. burned 
up in the later stages of the cycle. The 
answer to that is fault-free surfaces and 
joints, devoid of hiding places. 

Some European carmakers reckon the 
problems of handling still leaner air-fuel 
mixes can be solved. They also point out 
that, if (but only if) regulatory authorities 





are willing to live with slightly more 


permissive limits on NOx emissions than 
the current American ones, lean-burn 
cars could be fitted-with simple oxidation 
catalysts to deal with the (temporary?) 
problem of higher emissions of HCs. But 
regulators may not be prepared to wait 
for lean-burn production models, or to 
«compromise on NOx emissions. | 
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Superconducting chips 


Japan moves in 


TOKYO 


Where is chip technology based on super- 
conducting Josephson junctions going? 
Not very far in the west, IBM was the first 
to bet that Josephson junctions and the 
so-called squid devices linking them to- 
gether might form the guts of tomorrow’s 
superfast computers. Last year, it called 
the bet off. Many other western high- -tech 
companies followed its lead. Rightly? 
The Japanese think not. 

Two basic factors govern the speed at 
which a computer can work. One is how 
fast its switches can flip on and off. The 
other is how far apart they are, and so 
how long it takes an electrical signal to get 
from one to another. Being relatively 
power-hungry, ordinary circuit elements 
u give off considerable heat. Crowd too 
many too close together and you risk 
melting your computer. 

Switches based on Josephson junctions 
are not only fast, they use so little power 
that a computer using several million 
would produce only a few watts of heat. 
The reason is that they exploit a curious 
phenomenon. When cooled to tempera- 
tures close to absolute zero—minus 
273°C—certain materials (though, oddly 
enough, not copper) become supercon- 
ductors: an electric current flows through 
them without meeting any resistance. 

But therein lies one rub. Keeping cir- 
cuits at temperatures close to absolute 
zero is no fun. Moreover, the junctions 
are fragile and difficult to tool into work- 
ing devices. IBM decided that the busi- 
ness of trying to overcome these draw- 
backs was taking too long, and that 
improvements in conventional silicon and 
gallium-arsenide chips were eroding the 
potential payoffs. 

The Japanese.evidently think that their 
wizardry at adapting technology and tool- 
ing it into production lines can handle 
problems that daunt the Americans. They 
have been making a series of incremental 
but significant advances which,.some ex- 
perts think, are about to put them in the 
world lead as regards useful devices. 

Predictably, at the forefront of Japan’s 
effort are researchers at its domestic 
telephone: company, NTT. They. have 


ech working ona special type of J ph 
son switch aimed at solving a probl 
bedevilling fibre- -optie communications. 
The problem lies in the devices coupling 
the fibres to electronic gear, translating 
light signals into electrical ones (and vice 
versa). The conventional devices do not 
work well at the wavelengths that best 
suit the fibres and using them involves 
cumbersome extra signal boosting down 
the fibres. NTT’s new switch operates on 
wavelengths of light ranging from one to 
10 microns, which are much better 
matched to the needs of the fibres. 

A team at Miti’s own Electrotechnical 
Laboratory reckons it has already gone 
beyond the last IBM achievement on 
Josephson-junction memory chips. It has 
built a 3,000-cell memory based on a 
niobium-nitride alloy; IBM used lead. 
The researchers claim that their chip is 
more reliable (less prone to unpredictable 
upset currents) and so should make, the 
technology more appealing. 

Hitachi, which has stuck to lead-based 
Josephson devices, is working on gate- 
array chips. These are general-purpose 
chips lacking only a final metal film of 
interconnections to customise them for a 
particular application. Hitachi's array has 
only 24 gates—small beer by the stan- 
dards of conventional silicon chips (which 
can manage 10,000). But the company’s 
scientists think the technology could be 
pushed to 100 gates even now, and per- 
haps to 3,000 in two years’ time. For 
critical parts of supercomputers, like cen- 
tral processing units and outlying memo- 
ries which have to handle partially- 
formed results of calculations in quick 
succession, such ‘chips could be cost- 
effective. 

Japanese universities are also hard at 
work on Josephson’ junctions. Tokyo 
University is investigating how very small 
junctions behave, and whether | tricks 
from conventional silicon technology can 
be applied to them. Hokkaido University 
is tackling the biggest irritant of all: the 
massive refrigeration needed to achieve 
superconductivity. Its scientists have de- 
veloped a squid device that works at 
temperatures 17°C above absolute zero 
which, they reckon, is a big improvement 
on the usual 4-5°C above. That is of 
interest outside the field of computers. 
The Hokkaido squid promises to be espe- 
cially suitable for applications involving 
the measurement of tiny changes in mag- 
netic fields: eg, for instruments used to 
detect changes in the beat of a patient's 
heart or those used by geologists to map 
potential sources of minerals. 

Perhaps the most grandiose of Japan’s 
current projects in superconductivity is its 
plan to store electricity in the form: of a 
constantly circulating current of some 
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Flu vaccines 


Now in nose drop 


Though still experimental, a new inf 
za vaccine that is administered 
jab but in nose drops (one in each | 
looks promising. It seems not on 
protect an individual at least as w 
current vaccines do: but also te 
likelihood that he will pass 
viruses to others. 
The new vaccine has been 
by Dr John Maassab at the 
Michigan and by scientists at 
Institute of Allergy and. In 
eases (a part of Ameri la 
tutes of Health). Unlike tr 
vaccines, which are based on viruses 
have been killed, it. uses ones ' 
although modified, are still alive, 
You might think that wi 
nose-drop vaccine a public 
after all, there i is alway a 


will remain not only very much 


‘virulent. In fact, tests on volun pi 


throats, N 13% of those i 

vaccine, did—and they 4 

only for a day and shed 1; ; 
The drops appear to bë safe a 

tolerated by adults and children, al 

about one in 10 of the people imi 

with. them to date have de 

transient mild fever, sore throat 

ache. And they seém.even m 

than killed-virus vaccines. In 

Rochester-Maryland study 

81 people aged 18-35 were give 

drops, conventional ‘flu jabs or : 

vaecine—and, one month la 

to “flu viruses. Two pe 

given conventional ja 

none of the 16-given nose. ‘drops 
Before the new- vaccine car 
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cope with new strains i 
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ut and come again 


ain’ $. PA Council stage-managed the 
ication « of its new 10-year plan much 
Saab last upheaval in 1981, when 
its organisations woke up to find their 
funding tap disconnected. A week of 
ring rumour, cheerfully fostered by 
hcil staff, brought six camera crews 
a couple of hundred newsmen to 105 
adilly expecting to hear the death 
ence pronounced on the Hayward 
ery, the Royal Court Theatre, the 
_ Philharmonic Orchestra and a 

of other candidates for the chop. 
ent, none of these clients lost its 
Council life-support; but none of 
got much assurance about its long- 
future, either. They could all be 
5 in the proposed transfer of £54m of 
Souncil’s future resources towards 
6m bill tor the first stage of its new 















sal. get out in “The Glory of the 

“athe quaintly-named document 
vas approved and amended, para- 
by paragraph, at an eight-hour 
ig of the full Council. It carries the 
able stamp of the duo now in 
. the chairman, Sir William Rees- 
‘and Mr Luke Rittner, his nominee 
cretary-general; but much of the 
drafting fell to Mr Rittner’s depu- 
- Richard Pulford, a survivor of the 
’s old guard. It is the fruit of 
dented, if hasty, consultation 
e Council’s “clients”, local au- 
id all the Council’s own depart- 
advisory panels. The strategy 
sted unanimously by the Council 
ion, though only after severe lobby- 
Mhich resulted in the Council, includ- 
Í chairman, weakening his original, 
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more radical proposals. 

The thrust of the new policy is towards 
devolved, regional development of the 
arts in 13 areas, covering the major popu- 
lation centres, where matching local sup- 
port will be sought in an attempt to raise 
the level of provision nearer to that of 
metropolitan London. Another aim, not 
fully spelt out, but worth watching as the 
policy develops, is the readjustment of 
the balance of funding between art forms: 
opera, at £19 a seat, receives 10 times the 
subsidy of drama in the regions. 

Though the strategy is supposed to run 
for 10 years, the detailed implications are 
shown for only the two years starting in 
April, 1985. Over this period, the Council 
will put £2.2m of its reallocated £6m into 
development funding for the 12 regional 
arts associations, whose total grant for the 
current year is just over £11m. This is new 
money, as is the £450,000 extra promised 
for dance in 1985-86. In other areas, 
much of the development cash will come 
from a shifting of existing money: music, 
for instance, is to receive £700,000 next 
year, much of it to pay for an orchestra 
for the east of England; but it forfeits 
£711,500 in current grants—the main los- 
ers being the London orchestras, the 
Wigmore Hall and the existing Eastern 
Orchestral Association. 

Drama gets £2m for its first-phase de- 
velopment, with one of the few expendi- 
ture estimates beyond 1987 promising a 
further £5m to bring the rest of the chosen 
regional centres up to dramatic par. 
About £1.4m of the first amount will 
come from cuts in existing drama grants, 
most of which would have gone to stock- 
broker-belt theatres. They can be expect- 
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ed to survive in the main—Guildford, for . 


instance, which, in any event, gets only 
18% of its revenue from the Council, has 
just announced a good set of figures. 
More hardship—and inevitably more 
controversy—will come from the with- 
drawal of some relatively small, but prob- 
ably crucial, sums from a number of left- 
wing touring companies, 
them Mr John McGrath's trailblazing 
7:84 (England), which includes Mr Neil 
Kinnock among its directors. 

Art has a net gain and education dou- 
bles its small allocation, but the already 
modest budgets for arts training and liter- 
ature have been slashed on the dubious 
grounds that the Council is the wrong 
source of support. Much of the rest of the 
proposed new funding is made up. from 
£1.1m saved by phasing out the “housing 
the arts” programme of new building, 
plus another £1m from expected annual 
increases in the government's contribu- 
tion. This leaves a shortfall, according to 
the report, of about £500,000, to be met, 
it is hoped, by a government act of 
recognition that the Council is doing a 
good job. 

The next 12 months will see intensive 
lobbying, both from organisations threat- 
ened with cuts and from those that stand 
to get a slice of the new action. The 
Council will have a new finance director 
and will doubtless see some new faces on 
its advisory panels—a system likely to 
come under internal scrutiny in the next 
stage of the development plan, a serious 
study of how the Council works. The 
present £4m administrative cost remains 
unaltered, but with the Council's list of 
directly funded revenue clients reducing 
by a third in 1985-86, there may be calls 
for some of this, too, to be devolved. 

And what of the regions themselves? 
The chosen instruments for devolution 
are the 12 regional arts associations (the 
RAAs), each looking after an average 
3m-4m inhabitants and at present, typi- 
cally, getting about £1m-1.5m, 80% of it 
from the Council. RAA personnel reflect 
the Council’s own selection of “the great 
and the good", many of them giving 
voluntary service, although obviously 
RAA members will sometimes be less 
great and not quite as good as their 
national counterparts. Some RAAs have 
had their difficulties: one collapsed, oth- 
ers have been drastically restructured, 
one recently lost its new director after a 
month in office, Their administrative 
costs vary considerably. 

The Council itself will continue to by- 
pass the RAAs in paying directly for 
major regional enterprises such as the big 
theatres and galleries. Perhaps the great- 
est imponderable is the future source of 
the sums (nearly £30m in 1983-84) allocat- 
ed to the arts directly by the Greater 
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World Labour Report 
Volume 1 


This study analyses the consequences of post 
World War II international economic develop- 
ment in the 150-member countries of the 
organisation not in terms of the wealth of 
nations but of the wealth and social status of 
individuals. In preparing it a mass of informa- 
tion has been sifted and analysed in order to 
produce an objective survey of social and 
labour questions in which the salient facts and 
most perceptive commentaries are presented 
in clear, concise language. This volume cov- 
ers in particular; the employment problem; 
incomes and wages; trends and problems; 
social security in the higly industrialised 
countries; the impact of information technol- 
ogy on employment, working conditions and 
industrial relations. A statistical annex pre- 
sents international data on the structure of the 
economically active population, income distri- 
bution in selected countries and the cost of 
social security. There are some 50 statistical 
tables and 10 graphs and almost every chap- 
ter contains specially displayed summaries 
and notes. 

ISBN 92-2-103604-9 SF45; £12.85; 
US$25.65 
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FROM THE 
JAPAN: NANJO-O 
NOH COMPANY 


One of the world's most fascinating 
and treasured forms of theatre 





London Council and the six other big-city 
authorities—all of them due for abolition 
just as the first phase of the Council's plan 
comes to fruition. 

The report and the exercise which 
preceded it must be welcome evidence (to 
all but those whose grant is in danger) of 
the Arts Council’s refusal to drift with the 
tide. Like any business that restricts itself 
to a single product or market, an artistic 
enterprise that relies on a single major 
source of funding lays itself open to 
external social or political change. If the 
Arts Council can stimulate the growth of 
alternative funding parallel to its own 
grants, be it from the public or private 
purses, it may be making its biggest 
contribution to the future flowering of the 
arts in England. 


Swedish theatre 
Bergman is back 


STOCKHOLM 


All, it seems, is forgiven: Ingmar Berg- 
man is back at the Swedish National 
Theatre in Stockholm, with a much- 
praised version of “King Lear”, the first 
work he has directed for the stage in 
Sweden since 1975, when he went into 
voluntary exile after his dramatic on- 
stage arrest for alleged tax offences, all of 
which were later dropped or disproved. 
Since the premiere in mid-March, the 
Ingmar Bergman “Lear” has played to 
capacity houses. 

The cast includes many of the stars of 
“Fanny and Alexander”, which Mr Berg- 
man has said will be his last film. Promi- 
nent among them is Jarl Kulle, who 
played Carl Edward in the film and now 
makes a magnificent Lear. The play suits 
Ingmar Bergman's gloomy artistic tem- 
perament and he makes the most of it, 
partly by adding some controversial mod- 
ern symbolism to what is otherwise a 
conventional “Lear’’. When the tempest 





A monarch restored 


howls, the audience hears the roa 
modern aircraft (B52s?) instead of 
wind machine and there is a bizarre 
twist, presumably intended to symbol 
nuclear holocaust. : 

As the closing words are spoken, * 
oldest hath borne most: we that 
young/shall never see so much nor liy 
long” (inverted into a question in the 
Swedish translation for this product 
a servant holds out Lear’s crown, v 
has been lying at the front of the : 
since he gave away his kingdom to t 
eril and Regan in the first act, to the 
survivors of Shakespeare’s bloody fz 
drama, Albany and Edgar. They pro 
ly draw their swords and start to figh 
possession, but almost immediately t 
is an enormous explosion, all the 
collapse and the theatre is blacked ou 

The contemporary gloss apart, the 
duction runs true to Shakespeare. 
single set consists of a semi-circular 
of deep red panels. Within this “wo 
O”, almost the entire cast of over 
stage all the time. 

The curtain is already up when 
audience arrives and a cast of couri 
tumblers and vagabonds sing and d 
and tumble. The play itself begins ' 
Lear and his daughters stride for 
from the crowd to the front of the s 
Each new scene grows out of the 
stantly shifting mosaic of the ca 
extras. It is highly effective, and pro! 
only a director of Ingmar Bergr 
assurance could bring it off so well. 

All the leading parts are well pl 
but Cordelia (Lena Olin) is unus 
convincing, playing the part not 
young and beautiful innocent who 
not quite realise what she is saying, # 
a rather stern and determined youngi 
with an uncompromising addiction t 
ing the truth. 

Ingmar Bergman, who ran the Swi 
National Theatre from 1962-66 
rected regularly until 1975, wi 
memorable productions of S 
and Ibsen to his credit, has said he 
to be back again next year to direct 
play. To Swedish theatre-goers, whe 
felt the cold since he went, it is quill 
old times. 


Italian television 


To dub or 
not to dub? 





At the beginning of every academ, 
in Italy, parents are to be seen biv 
ing outside schools for days and ni 
end. They want to be among t 
through the door on registration 


THE ECONOMIST P 
SEREA ES T 


ing will be admitted to an 

few years ago, one boy. 

iitted suicide because the Eng- 

was full-and he had to study 

d.: (The education ministry 

| be another generation, 

ere will be enough Eng- 

ince it cannot afford to 

‘severance to the present 
ther languages.) 


es because, they say, the 
with the Allies specified 
the past six weeks, 
-state broad- 

as been bring- 

nto millions 

quired the BBC 
uctions, and the 

; Just been completed 
ght”. They are shown, 
(with some of the trans- 
$ two most recent Nobel 
vatore Quasimodo and 
the Rai’s “or- 

1, normally the least 

usly, and perfectly 
original sound track 
ican be heard on the 
amme, By damping or 
sound on television sets, 
ar, for example, John of 
ne spoken by Sir John 
glish, as it was meant to be 


nt a few years ago, says that 

of encouraging letters and 

have been received, “some of 

by entire classes of students, 

from housewives”. The Rai’s 
illy consists of abuse. 


rmuli ed with Shakespeare. 
“Casablanca” for starters? 


European. firms trying to 
goods in Japan seem to heed 
: Huge though the Japanese 

from: afar, tales of failure 


and frustration’ far outnumber success 
stories among foreign firms in Japan. 
When apparently sophisticated western 
marketing and advertising techniques 
flounder, talk tends to turn to conspira- 
cies and the infamous and mysterious 
“non-tariff barriers”. 

The author of this book, Mr George 
Fields, is a salesman of market know- 
ledge. As head of a top market-research 
company in Tokyo, he has lent a sympa- 
thetic ear to many a western moan. He 
describes himself as an “insider”, and in a 
sense he is: half Japanese, Mr Fields was 
born in Japan and even:lived there during 
the second world war. But really he.is an 
in-betweener, sandwiched between west- 
ern clients and the Japanese. Not quite a 
member of either east or west, his task is 
to explain each to the other. 

He is critical of both. The.stereotypical 
westerner arrives equipped with western 
assumptions and techniques and, wisely, 
seeks out Japanese advice (from col- 
leagues, agencies and distributors) about 
how to apply them. Japanese advertising 
looks amateur, distribution is shambolic 
and surely .a professional approach. will 
work wonders? “Japan is. different”, 
comes the response, and is followed by an 
unconstructive silence when asked: why? 
or how? Irritated, the westerner leaps to 
the opposite view, determined to prove 
that what was a winner in North Dakota 
will wow em in Nagoya, too. 

Acaricature of course, but one that will 
be painfully familiar to many western 
businessmen in Tokyo. The best ap- 
proach is a compromise: Japan is similar 
tothe west in many ways, but the marke- 
teer’s skill lies in spotting the differences. 
As Mr Fields says, it is not sufficient to 
say that, because a product has not yet 
sold in Japan, it never will. Japanese 
supposedly hated eating fast food in the 
streets, yet McDonalds is now Japan’s 
biggest restaurant chain. 

The challenge is to spot which Japanese 
clichés to confront, which to accept. As 
distribution in Japan normally involves a 
product hurdling past several layers of 
wholesalers before arriving at the final 
outlet, and as long-term supply relation- 
ships are taken (understandably).more 
seriously than are foreign fly-by-nights, 
why try to circumvent the..system by 
setting up a direct sales force? Innovation 
in advertising probably is worth trying, 
especially if it strikes-a Japanese chord— 
take the Coca-Cola campaign that found 
the right Japanese words to convey re- 
freshment and effervescence, or the Le- 
vis campaign that turned James Dean 
into an unlikely Japanese hero. But try at 
your peril to make the Japanese use soap 
in the bath or cake mixes ina rice cooker. 

This is an intensely personal book (the 
commonest word, uncomfortably .at-first, 
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i The Economia 
3) Intelligence Unit 


Just published: EIU Special Report No 163 


PUTTING VIDEO 
TO WORK 


A New Medium: A New 
Industry 

With the user strongly in mind this 
report explains in detail what canbe , 
done with video in the work piace, in 
corporate communications, training, 
marketing and education; what is now, 
or soon will be, technically possible: 
the services. available; the programs to 
buy; the hardware range. 


The EIU Ltd, 27 St James's Place, London SWIA INT Reg Wo'S83Q72° 
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TO Please send: Putting Video to Work. A new medium: ae 


new industry. Price £75 or USST5O. *Airmail postage exta 


outside Europe £2 (US$4). i 
C] Full detaits of the current range of EIU publications’ 
C] tenctose payment of S/US$ 


Address .... 


To: The Economist Intelligence Unit Ltd izy. 
2? St James's Place 137 Avenue Louise, Bolte § 
London SWA INT, UK 81050 Brussels, Belgium 
Tel: 01-493 6711. Tx. 266353 Tel: 02-638 29:30, Tx: 64805 
10 Rockefeller Plaza, 12h Foor Friedrichstrasse 34 


New York, NY 10020, USA 6000 Frankfurt art Main: 
Tel: (212) 541 5730. Tx: 148393 W, Germany. Tef: 0611-72814 


tee ae ee ee E 


| 
| 
| 


G Te: (2127544 5730. Te: 148393 





The Economist 
Intelligence Unit 
Just published: EIU Special Report No162 


Financial Modelling 


With a Microcomputer 
SOFTWARE CHOICE AND HARDWARE 
SELECTION 


Part Í of this report discusses the criteria to be 
considered when selecting microcomputer 
hardware and software for running a financial 
modelling exercise. Part il outlines various 
modelling routines and gives a number of worked 
examples of different types of model. The report is 
written forthe informed but non-specialist reader. 

. There is a glossary of technical terms anda useful 

«listing of diferent software and hardware 

: packages, with an assessment of their main 
characteristics. 


The EIU Ltd, 27 St James's Place. London SWIA INT Reg No'56a972 


oÙ Please send: FINANCIAL MODELLING WITH A. MICROCOM- 


PUTER: SOFTWARE CHOICE AND- HARDWARE 
SELECTION, Price £45 or USS90. Airmail postage 
extra outside Europe £2 (USS4) 


E Full details of the current range of EIU publications 
© Tenctose payment of £/USS. 


147 Avenue Louise, Boite § 
51030 Brigsele, Belgium 

TEE 02-5362930. Tx: 64805 

Friedrichstrasse 34 

6000 Franidurt.am Main 

W Germi 


London SWIA INT, UK 
Tek: 01-493 6714.Tx 266383 ° 


10'Rocketellier Plaza, 12th Floor 
New York, NY 10020, USA 
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full of illustrative anecdotes 
plucked from the author's hard learning 
of how to do business in Japan. It is 
engagingly humble (he admits his errors) 
and, compared with the stacks of books 
purporting to reveal the essence of Japa- 
nese society, disarmingly modest. 

On the way, it produces sociology more 
readable and plausible than do many 
sqcidlogists: market-research is blessedly 
short of academic pretensions, but strong 


in statistica, „ower. The development of 
the whisky market in Japan (now the 
number three tipple, after beer and sake) 
shows social snobbery at its strongest. 
While tariffs were high, British scotches 
enjoyed a premium, exclusive image, but 
when the tariff was lowered, importers 
made the mistake of trying to compete on 
price with Japanese brands, This lost their 
snob value, while canny Japanese mak- 
ers, led by Suntory, produced high-quali- 





L. Ron Hubbard’s science fiction 
Relic of the golden age 


The author of Battlefield Earth (Quad- 
rant Books, £8.95) intrigues more than 
the book. Mr L. Ron Hubbard invented 
the cult called Scientology, upon which 
was founded a hugely successful church, 
which at the last count claimed 200,000 
adherents in Britain and millions else- 
where. He, however, is no longer associ- 
ated with the Church of Scientology and 
has long been in Howard Hughes-like 
seclusion. 

Before turning his hand to religion, he 
wrote 101 science-fiction novels. By his 
own admission, he was one of the great 
writers of the golden age of space ro- 
mance and was recruited to the trade by 
John W. Campbell Jr, the editor of 
Astounding Science Fiction, Campbell is 
generally acknowledged as the founding 
father and chief inspiration of this golden 
age, which Mr Hubbard dates roughly 
from his own introduction to the genre 
(1938) to about the time he quit it, in 
1950. (Kingsley Amis, the pioneer of 
science-fiction criticism, dates it from 
1949 to 1962, which puts Mr Hubbard 
beyond the pale.) He returns now with 
this massive tome and invites compari- 
son with the best. 

He lists the writers of his golden age 
on the dedication page—84 in all, not 
including himself, but mentioning, 





among others, Poul Anderson, Isaac 
Asimov, Ray Bradbury, Aldous Huxley, 
George Orwell and John Wyndham. 
Does he belong in this company? Two of 
his dedicatees, A. E. van Vogt and 
Robert Heinlein, think he does. Regret- 
tably, though, “Battlefield Earth” is an 
unsubtle saga, atrociously written, windy 
and out of control. 

The hero, Jonnie Goodboy Tyler, be- 
gins his adventures as an illiterate hunter 
in the foothills of the Rocky Mountains. 
Spy drones patrol the skies, but none of 
his tribe knows their significance. It is 
the year 3000 and the earth has for a 
millennium been held by an alien race, 
the Psychlos, who are interested only in 
its mineral wealth, The gas they breathe 
explodes on contact with even traces of 
uranium and, for this reason, they keep 
clear of the mountains, where the last 
remaining 35,000 humans skulk in fear. 

The Psychlos are large, furry psycho- 
paths, who control, by means of technol- 
ogies stolen from other races, all 16 
known universes. The key to their su- 
premacy lies in their knowledge of tele- 
portation, their conditioned ferocity and 
their command of a coded mathematics, 
founded awkwardly on the base 11, 
which gives even Jonnie a severe head- 
ache when he comes to grips with it. 

Jonnie is captured by Terl; the chief 
Psychlo villain, who wishes to train hu- 
mans to mine where Psychlos cannot go, 
but becomes so rapidly the master of 
their technology that he is able to wipe 
them out by page 596, leaving him with 
only a further 223 pages to deal with the 
several other interstellar predatory races 
who now take an interest in this bemused 
planet. Jonnie is assisted in his conquests 
by Chinese, by the remnants of the Red 
Army, by Tibetan lamas and most nota- 
bly by Scottish highlanders, whom L. 
Ron Hubbard has drawn apparently 
from a viewing of some old movie ver- 
sion of “Rob Roy”. 

Some human villains also appear in 
the form of the Brigantes. These are 
inhabitants of the Congo, millennial de- 
scendants of mercenaries sent to topple 
the Zaire government, given to cannibal- 
ism and vile sexual practices and still 
awaiting rescue by the United Nations. 
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ty a high pe an 
snobbed the sarah ~ Unlike Zz 
importers, Suntory now has a brand to 
every rung on the social ladder. 
Mr Fields’s conclusion is that the m 
keteer should not try to confront bé 
Japanese values—like the distribut 
system, or the purity of rice. The sn 
naturally, is that basic values can 
divined only from changeable ones 
hindsight, and trial and error. 


anh 





This is one of the author's jokes, others. 
being derived from his views on politics 
and economics. Science fiction, says he, 
ought to include such sciences as sociolo- 
gy and economics. There is even a pon- 
derous joke about Keynes, of whom Mr 


Hubbard does not approve. 

What is missing is the most element 
shred of characterisation. The good guy 
are all selfless and courageous and 
bad guys uniformly sadistic. The plo 
clanks along like a giant, lumberin; 
engine and Mr Hubbard is most at hon 
(tiresomely so}—in laboured descri 
of mechanical processes. ae o 
secretive man was an engineer be 
was an author. He writes like one. 

Of his own history he lets slip a little i 
his introduction, which is of value. In 
he makes large claims for the writers 
that golden age of his. During and af 
the war, he knew “the boys who built: 
bomb, who were beginning to get t 
feel of rockets”. The golden age, 
writes, “gathered enough public intere: 
and readership to help push man int 
space”. 

“Battlefield Earth”, on the oth 
hand, is unlikely to persuade the Unite 
States government to invest more hea 
ly in space travel. The Psychlos, it seen 
first came here in response to that prot 
Nasa sent out, giving other crea 
directions how to get here should the 
wish to pay earthlings a visit. That is 
Hubbard's best joke. It ae vòlò 
nately, on page three. 


























Learn to translate scientific and technical Japa- - 

nese in seven weeks at the School of Oriental 

and African Studies, University of London in | 
summer 1984. 


This well established course in Japanese translation has been held at the 
Centre for Japanese Studies in the: University of Sheffield for the past 15 « 
years. It is now to be available in London for the first time. 


The course runs from 11 June to 27 July 1984. It is non-residential andthe 
course fee is £850. 
hei to: Lt Col P. A. Whitaker, Assistant Organiser, Extramural 


Division, Schoo! of Oriental and African Studies, Malet Street, London : 
Ve WCTE ZHP. Telephone: 01-537 2348, extension £ 590/583. 


’ 


Let BET ADVISERS, MANAGERS, BANKERS, 


7 24490 La Roche Chalais. France PUBLIC SERVANTS, POLITICIANS 


LEARN TO 3 Are you ar peiisieg 4s ly. concerned interested 
Bin in any of these subjects? 
Peon Ramet pe Gana 

NATURAL How the T ofthe British Economy Actually Works, or 


ducation 
IMMERSION f if so, please consider nese BIRKBECK Spring/Summer Advanced Short oe 
Live and learn ks Professor Richard Portes, ‘Sovereign. 
with French participants Dr Ron Smith, ' ‘Macro-econometri¢ i j 
for 7 intensive days teh Evaluation and Use”: i 
in the Dordogne : “Professor Robin n Marris, “The Eco! eanomics of Higher Educaton, 
Tet: 010 33.53 914428 : in the UK and Internationally’ 


R ive in bond For information telephone 01- 5808622, ext ext 495 
Pigtail or write to BASE Office, Economies Department, Birkbeck College, 7 Gresse St, 


London 
Business 
School 


> >ORTUNITIES FOR DOCTORAL RESEARCH 


in Financial Economics 
Business Strategy and Policy 
“The Economics of Industry 
Marketing 
The Organisational and Social Aspects of Accounting 
Strategic Decision Making 
People and Organisation 
Work and Employment 
International Business 
Public Sector Management 
are available for suitably qualified doctoral students to work on these and other areas of 
esearch at the School. Some financial support will be available for outstanding applicants. 


; udents now-on the Doctoral Programme came with first degrees in such subjects as economics, 
ing, psychology and mathematics; some have MBA degrees or research experience in other fields: 
ave management experience in private or public sector organisations. 


ould be directed to: Professor Anthony Hopwood, Director of the Doctoral Programme, 
London Business £ School. 
ssex Place, Regent's Park, London NW1 4SA. 
elephone: 01-262 5050 | 


















CONFERENCE 
INTERPRETATION 

| | Gourse directed by Prof. P. Longley, 8 
-| October 1984-18 March 1985 in Chi- 
nese - Arabic - Japanese - Turkish - 
Greek - Danish - English - EEC languages 
in beautiful Tudor mansion: The Cam- 
bridge Centre for Languages, Sawston 
Hall, Cambridge 0223 835099. 



























Available to certain professional y atar Fina e 
demically qualified applicants, Low cost, $ ; -™ f = 
J senior level qualification, For details write ; 
to . 
. Centre for Financial Assistance to African: Count es 
Foundation established. by CARIPLO 


Milan = italy 








The Registrar 
» City Executive College Ltd 
a Management Centre, 79A Broadway 
«v Peterborough PET 4A 
United Kingdom 





in co-operation wath. o * 
the ITALIAN MINISTRY: OF FOREIGN AFFAIRS © 


WEBSTER UNIVERSITY announces the 1984/85 edit 
IN EUROPE 






MASTER IN BANKING & FINANCE 
FOR DEVELOPMENT 


Purpose: to prepare a selected group of graduate 
developing countries to Het the financial pi 












Accredited by the North Central Association of Colleges and Schools, 
Evening and Daytime Classes. 


MA Degrees in Management, Marketing, International Relations, 
Human Resources Development: Economics and 
Finance, Computer Data Management, and Energy 
Economics. 


BA Degrees in, International Studies, Management, and Com- 
puter Studies. 













economic ministries, 





Duration: 12 months full-time, starting sep e ni 








xt 8- week term starts May 28 


| NETHERLANDS SWITZERLAND AUSTRIA 


Schubertring 14 
1010 Vienna 


Tel. (0222) 521136 


Working language: English 





Venue: Finafrica Centre in Milan 






For an application form and further information on admission | proce 
scholarships; programme structure please. fontack 











15, route de Collex 
1293 Bellevue, Geneva 


Tel. (022) 74 2452 


Boommarkt 1 
2311 EA Leiden 


Tel. (071) 144341 
















the Master Secretariat 
FINAFRICA 
Via San Vigilio 10-20142 MILAN ITALY - Tel. (0392) 8135341- Telex 313223 FII 










London 
Business 
School 


FINANCIAL SEMINAR FOR SENIOR 
(NON FINANCIAL) MANAGERS 


A one week course for managers who need to know more about accounting 
and finance. 

As managers move into more senior positions an increasing proportion of 
the information which they use is expressed in financial terms. They need 
to understand this information. 

This intensive programme for senior managers considers questions such 
as: 

What information can be obtained from financial statements? 

How can financial analysis be used to improve business performance? 
What happens to reported results when financial statements are adjusted 
to reflect inflation? 

How can the profitability of a division or product activity be calculated? 

Is it better to buy or lease new plant? 

How much should be paid for a potential acquisition? 


STUDENTSHIP 


ESRC POSTGRADI 
STUDENTSHIPS 1984 


STUDENT COMPETITION | 


STUDENTSHIPS FOR ADVANCED COURSES AND 
SEARCH TRAINING IN THE SOCIAL SCIENCES : 
Application forms (form SSC1) are available from social 
departments of universities and polytechnics. 

Closing date for applications is 1 May 1984. os 
Some awards are also allocated. to departments through 
Committee Awards Scheme for advanced courses and inked 
collaborative research training: Nominations twESRC, on 
departments holding these awards, are required by 1 une 1 
Candidates för awards through either of the above schemes 
meet the eligibility requirements specified in section 2 
Handbook (see below). 

Details of both Studentship schemes are given in the E! 
Studentship Handbook and Suppiement held by Uni 
and Polytechnic Careers Advisory Services, Lib 
Social Science departments or are available from the 
















Fee: £950. Goskiowaeh. 2-16 Novembar: 1984. Postgraduate Training Division, ESRC 
Further information and brochure available from: 1 Temple Avenue, tondan ECAY 0BD 
Sara Banister : Tel: (01) 353 $252 

Financial Seminar for Senior Managers 

London Business Schoo! 
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APPOINTMENTS 


The King’s School, 
Worcester 


“Required for September 1984 a wall- 


qualified graduate to teach Sixth Form 


„Economics; ability to teach subsidiary 
“Geography in the Lower School and to 


help with games and. other out-of- 


school activities an advantage. For fur- 
ther details, write to the Headmaster's 


Secretary, The King's School, Worces- 
ter WR1 2LH, enclosing a stamped, 
addressed envelope. 


The University of 
Manchester 


LECTURER IN 
AGRICULTURAL ECONOMICS 


Applications are invited for the above 
post. Candidates should possess a 
postgraduate degree, preferably <a 
PhD, in agricultural economics or eco- 
nomics, and have a strong grounding in 
quantitative methods and. economic 
theory. They should also have research 
experience and interests relevant to 
applied agricultural economics. While 

the Department is 
strengthening its teaching capacities in 


one of the following areas, agricultural | 


development economics, international 
trade or marketing, the strongest candi- 
date will be selected. Initial salary with- 
in the range £7,190-£8,530 per annum. 
Application forms (returnable by April 


' 27) and further particulars from the 


Registrar, the University, Manchester 
M13 9PL. Quote ref 67/84/E. 


TREASURY 
OFFICER 


international Organisation located in 
Rome (Italy) is seeking qualified appli- 
cants for Treasury Officer position. 


He will repart directly to the Treasurer 
and assist in. preparing cash flow 
projections, collecting contributions 
irom Member Nations, investing funds 
in-excess of.immediate requirements, 
developing procedures, policies gov- 
„erning treasury’s activities. 


Candidates should have. University 
Degree in. Business Administration or 
Finance. or Economics, good knowl- 


| edge of banking operations in regard 


interested in | 


RECTOR 


Applications are invited for the vacant post-of Rector,” 
the Principal of an institution directly descended from ° 
the original Polytechnic and now a broadly-based and 
diversified organisation at the forefront of académic, 
professional and continuing education and research, 
with emphasis on serving the needs. of industry and... 
commerce. Academic attainments and wide interests...» 
are important but the successful candidate must also... 
show evidence of successful management i 
experience and a capacity for imaginative leadership.` 


The salary is £29,550 per annum inclusive of London | 
Allowance (under review with effect from 1 April 
1984). For further particulars write to the Personnel 
Officer, PCL, 309 Regent Street, London WTR BAL. 


Applications should be submitted- to the Chairman of. 


the Court of Governors by 30 April 1984. 


Invites recent graduates with PhD or equivalent, or those conti 
graduating by mid-1984, to apply for the following post doctoral vacancies 


No Field of Research 
1, 


Duty Station: 
Agricultural Economics: with special reference Ibadan, Nigeria 
to village cropping and small ruminant production 
systems in the humid zone. 

Crop Agronomy: the'role of legumes in con- 
junction with cerial crops in improving teed value 

of crop residues, nutrients return, soil structure and 
cereal grain yields i 
Forage Agronomy: the establishment and use of Addis Ababa, 
forage legumes in intensive small scale farming Ethiopia 
systems, Alternatively, herbagé seed production 
and processing. 

Crop and Forage Agronomy: the introduction of 
a variety of food crops and forage crops into a 
hitherto pastoral production system in a semi-arid 
area. This post involves much field work. 
Systems Analysis: the application of both simple Addis Ababa, 
and sophisticated techniques to the economic Ethiopia 
analysis of live stock-systems in mixed farming, 

agro-pastoral and pastoral regions. 


Zonkwa, near: 
Kaduna, Nigetia 


Addis Ababa, 
Ethiopia 


Candidates must be fluent in English; knowledge of French would be an 
advantage. Preference will be given to those with an African nationality 
although others are not excluded. Post-doctoral fellowship are initially for 
one year and include return air travel and air freight allowance for fellows, 
basic salary of US$20,500, tax free at the duty station for expatriate 
appointees, accommodation, medical insurance and local allowances, 
depending on the duty station, at ILCA rates. 


Candidates should send full curriculum vitae including titles of publications 
and theses with names of three referees, to; 


to money markets, capital markets. 
foreign exchange markets, full com- 
mand of English plus knowledge of 
Arabic, or Spanish, practical knowl- 
edge of and on-hand experience: with 
micro computer and related software, 


Salary and total remuneration, which 
will be net of tax, arid other terms of 
employment will be fully consistent 
with the level of responsibility of the 
position and. with the qualifications 
and experience presented by the suc- 
cessful candidate. initial contract is for 
two years. 


Send applications in first instance, 

to Box 3369, The Economist News- 
r Ltd, 25 St James's Street, 

London SW1A 1HG, England. 


duagecourses also 
5 for free catalogue 


The Personnel Officer 
ILCA 

PO Box 5689 

ADDIS ABABA 
Ethiopia 


preferably by 15 May 1984 





“| The University of 
“Manchester 
ee Vanuatu 
DEVELOPMENT ECONOMICS 


University af Wal Appiications are invited for a perma- 
POETE beh and nent lectureship in the field of develop- 


'E CONOMICS ment economics. The initial salary is p ” 0 7’ 
i £ : expected to be within the range £7,190- : e 
E T Economii. 
« gmicro/managerial level might be possible for a candidate f 


~ LECTURER nes Seep eres dualiticatione and Ox: Up to £17,827 per annua 


perience. Superannuation. It is possi- 
é ble that the Department will have more 
Salary: £7,190 to £14,125 than one vacancy in this field or will be 
_ per annum seeking to appoint to an additional 
__| Requests (quoting Ref B42) for | | temporary post in the same area. Fur- r : im m z 
| details and application form to ther particulars and application forms experience of manpower piles and laboui $ 
Staffing: Office, UWIST, PO (returnable by April 30th) from the Reg- economics. Candidates should holda BSc in. 
‘Box 68, Cardiff CF1 3XA. istrar, The University, Manchester M13 Economics and preferably have a knowledge’ of 
Closing Date: 4 May 1984 9PL. Quote ref 85/84/E, manpower ee ina rises country. 


perannum SE to approv ede experi nce,a an 
includes a tax-free supplement paid from) h 
funds. Applicants should be citizens ofthe UK 


UNIVERSITY OF OXFORD Contracti is for two years, married gatua: 


Benefits include 25% gratuity on basic salary, 
passages, generous paid leave, children’s visit pas: 


New Blood Un iversity and education allowances, appointment grant 


euppement advance. There is‘no income tax at 


Lectureship in [1 in Vanuatu a 
P u blic Econ om i cs For further details and application form ring Paul 


Tannett on 01-222 7730 Ext. 3626 or write quoting 
reference YR1N/202/TE to: 





Applications are invited for a new blood University 
Lecturership in Public Economics tenable from 1 Octo- 
ber 1984. It is intended that the appointment should be 
held in conjunction with a college fellowship. 


Further particulars of the post and of the relevant Crown Agents 


college appointment may be obtained from the Admini- RO 
strative Secretary, Social Studies Faculty Centre, The Crown Agents for Oversea Government: 
George Street, Oxford OX1 2RL. (Tel: 0865 724747) to & Administrations, Overseas Recruitment Division, 


whom applications (10 typed copies or one from .  4Millbank, London swie 3JD. 
overseas applicants) should be sent by 7 May 1984. ; 


PUBLICATION 


UNIVERSITY OF OXFORD TOP JOBS WORLDW D 
For the past 11 years the EXECUTIVE EMPLOYMEN 


Readership in has. helped executives find top’ international positions, Mail ; 


beginning of every week, it contains advertisements for over | 
management positions reproduced verbatim from: Joa fi 


Economic History and US ‘publications and direct sources. 


Subscription rates: 
Elsewhere (ainnail 

The electors. intend to proceed to an election to the 

Readership in Economic History which is currently vacant. iPr tp4 ele ae ee Dept J24, PO 
The stipend of the reader will be on- the scale which is at : 
present £13,515 to £16,925 per annum. It is intended that the 
appointment should be held in conjunction with a college 
fellowship. : 

f Diners Chub £ Visa J Access [I 

Applications (12 copies, or one from overseas), naming 

three referees but without testimonials, should be received 

not later than 4 June 1984 by the Registrar, University 

Offices, Wellington Square, Oxford OX1 2JD, from whom ADDRESS | 

further particulars may be obtained... 





ONAL PROPERTY 


Sv TZERLAND 


J TUDIO, APARTMENT or CHALET in one of these + 
sumi er and winter-skis resorts, or on the Lake Geneva: 


ERBIER, VILLARS, JURA, MONTREUX, etc. 
000.- 80% credit at 612% year on 20 years. 


REVAC S.A. 
52, tue de Montbrillant CH-1202 GENEVE 
‘Tél: (022) 341540 Telex 22030 


"SWITZERLAND 


EV and MOUNTAIN RESORTS—BUY DIRECT 


! GENEVA. Also available in: famous mountain: resorts: 
BIER, LES DIABLERETS; LEYSIN, CHATEAU D’OEX near GSTAAD. Chalets 
i Hgners. 


nlite interest. 
lon-Repos 24, 1005 Lausanne, Switzerland 
Heh oe eto 2 25185 MELIS CH 
VISIT PR PROPERTIES- ~NO OBLIGATION 


SEAD MBA 
European Institute 


of Business Administration 
Fontainebleau 


announces 


scholarships 


available to British citizens 
with a university degree 
re uivalent a qualification. 


_ This ten month programme 
tts either September or January. 
0 participants from 30 countries. . 


Louis uate wi scholarships 





|_Erwin Schneider 





Readers are recommended to take 
the appropriate protessionai advice 
before entering into any binding 
commitment. 


SPAIN'S best climate; Tarragona. For 
sale, new architect-built secure villa, six 
rooms, big garden, trees, views, 
£30,000. Tel: 0622 861082 (England). 


NEAR MONTREUX 

|. Foreigners can buy: Lots of 8008q m from 
SFr48.000, LUXURY CHALETS from 
SFr220,000, VILLAS from SFr325,000, 
APARTMENTS from about SFr100,000. 
Morigas ges 70% at 6)% interest, Ask: H. 
SEBOL SA, Tour-Grise 6, CH-1007 
Lausanne. Tel: 21/25 26 11. 


SUNNY 


SWITZERLAND 
LAKE LUGANO 


Lakeside apartments in the middie of a 
beautiful park with swimming pool, own 
landing stages. First quality equipment , 
tke fireplaces, large terraces, built-in 
kitchens, eto. 

Prices from SF453,900. 

60% mortgages with leading Swiss 
banks at tow interest rates. 

Please ask for our colour leaflets. 


EMERALO HOME LTD 

Via G. Cattori 3 

CH-6900 Lugano-Paradiso 

Tel; Switzerland (91) 54.29,13/14 


BUSINESS & PERSONAL” 


CHARLES VAN WOERKOM. Old Mad- 
rid friend, wishes contact. Anybody 
knowing whereabouts please phone 
London 01-354 1330. 


FURNISHED LETTINGS SW London, 
Surrey, Berkshire. Contact MAYS, Ox- 
shott (037 284) 3811. Telex 8955112. 


A well established Swiss company 
offers assistance in implementation of 


projects in Nigeria. In addition, will 


also handle exports to Nigeria. Has 
several associate companies involved 


| in Industries, Construction, ‘Trading, 


Consultancy and General Services. 


4 Write with your full requirements to: 


Chipper 25-139095, Publicitas in- 
ternational, Kirschgartenstr 14 CH- 


| 4010 Basel, 


COMPUTER SERVICE 
FOR PROFESSIONAL PEOPLE 


rts and Surveys require tables and}. | 
phen tal an teh meats ead Oak 


A Computer Consultant will process you 
through his 


work ee pant. 
outs suitable for inclusion in your document. 
Results usually available on same day. ` 
He will visit if you prefer. 

01-682 4422 


EMIGRATION TO THE UK 


Permanent resident status is available for 
businessmen who aré willing to work and 
invest in the UK 
We provide a complete service for such 
clients. 
Please contact: P 
$. N. David, BA, Barrister 
DAVID GARRICK Lim! 
39 Queen Anne Street, London WIM SFA 
Tel: London 486 8142 
Telex: 6954162 


SPAIN £7,990 new freehold- iwo- 
bedroomed bungalows/villas at. Torre- 
vieja-Alicante. Many. on the beach, with ~ 
seaview, pools, gardens, golf, bars, 
etc. 300 days’ sunshine a year. 
TENERIFE-—-£39,000 luxury two- and 
three-bedroomed villas with garde 
and 200sq m garden area. Superb 
coastline. Freehold. VILLAS, ESPAÑO- 
LAS, Juniper House, Longparish, nr 
Andover, Hants, England SP11.6PQ, 
Tel: Longparish (026472) 424, 


1,163-ACRE - 


: Vanua Levu, 


Following alongside the Wainu 

for 24 miles, the Wainunu Estate bi 
lands fertile for citrus, cocoa ‘an 
creased copra yield. Well locatéd on 
main road to Savusavu, new tourist 
and residential centre, Prime position 
for possible development, Brochure E- 
657486. F$350,000 


Previews inc. 


“SINCE 1934 THE FIRST NAME IN FINE REAL ESTATES: 


735 Bishop St, Ste 303 
» Honolulu; 196813. 
(808) 523-1 188 : 
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Now isthe Time 
to invest in- 
Commodities 


The International Commodity 
Account offers overseas 
investors a confidential TAX- 

_ FREE investment in GOLD, 
CURRENCIES and the SOFT 
COMMODITIES. Minimum 
investment £2,500 with a 
unique LIMITED LIABILITY 
guarantee. Joynsons are 
Members of every UK 
Commodity Exchange. 





I To: G, W. Joynson & Co Limited, 

i (E414) 14 Trinity Square, 
London ECIN 4ES. 

$ Tel: 61-480 6921. 


i Please send me details of the 
| International Commodiry 
I Account. 
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ANCESTORS. TRACED .. by: Burk 
‘Peerage. The top people's expels. 
NOW at your service. Contact Lord: 
Teviot, Burkes Peerage Research Lid.) i 
Dept 18A, T Hay Hill, London WIX f: 
7LF. Tel: 01-409 1583 or PO Box 618, 
Washington, DC, 20044 USA. : i 


Plant or animal BIOTECH. Market or 
research advice—write BIOACT, 123 
Edgeway Rad, Oxford OX3.0HF, UK. 


EXECUTIVE 
SEARCH 
New York 
A European search company spe- 
cialising,, in the financial sector 
wishes to appoint a British, Europe- 
an or American partner to the New 


York: office. A successful back- 
gropnd in executive. search is. 


AUTHORS WANTED BY 
NEW YORK PUBLISHER 


Leading book publisher seeks manu- 
scripts of all types: fiction, non-fiction. 
poetry, scholarly and juvenie works, 


The American gentleman who travelled 
etc. New authors welcomed, For com- 


essential. 


Box 3364, The Economist, or teie- 
.phone London 836 8729 or 734 0275. 


Your own representation 
in Dusseldorf City 


West Germany 


Ideal set up for tho 


OPEICE + SERVICE-CENT 


plete information, send for free booklet 
5-92, Vantage Press, 516W, 34 St, 


New York 10001. 


BRITISH HRD EXPERT 


specialising expatriate recruitment, organisa- 
tion development, management development. 
Good track record West, Central, Southam 
Africa, francophone and anglophone, also 
Sudan, Malaysia, PNG. 


Languages-—English, French, Malay. 


MA (Oxon) Dip Ad Ed (London), FBIM, MIPM, 
etc. Absolutely mobile. 


Write Box 3368, The Economist. 


HANDWRITING 
INTERPRETATION 


CONSULTANCY 
GRAPHOLOGISTS 
Confidential analyses under- 
taken for all purposes, 22 Win- 


August 26, 1983 on the Franz-Schubert, 


Express Train trom Vienna to Zurich, 
please contact the musician from Bos- 
ton re the chamber music recital to be 
scheduled in Boston. 


a need ae a on projects worldwid 
an American tomipany-and have 
4,000 Multinational American: 
126,000 companies in 133: count 





free information aiid a confidential 

write to i 

INTERNATIONAL CAREER Col SULTAN 
Ti 


8-1160 Bnixeltes; Bel 


Reply Box No 46, The Economist, 
10 Rockeferter Plaza 
New York, NY 10020 


For BBC World Service 
Enthusiasts — 


the LINIPLEX F1 high 
fidelity shortwave receiver: 


No distortion during 
fading with unique | 
Tracking Phase Locked 
Demodulator ; 

* Pre-set to the BBC 

* Very simple to operate ` 

* Solid high quality design 
True SSB reception of 
AM broadcasts 


INTERIM-BUROS GMBH chilsea Crescent, Hurst Park, 
t East Molesey, Surre KT89ST, 
cd England. Tel: 01-979 7678 


Used by the British Forces _ 
Broadcasting Service. 


Agents in USA & Australia. 


Direct export facilities to 
many countries. 


quarterly income 
(minimum £300 c 


The Philippines, Malaysia, Japan, 
Hong Kong, Indonesia, Taiwan, Thailand, 
` Singapore, Jamaica and Mexico 


JUST TEN OF THE COUNTRIES WHERE YOU 
CAN ENJOY THE WORLD’S GREATEST PIZZA. 


Write for details to 
Phase Track Ltd., 
132 Queens Road, 
Reading, RG14DG 
United Kingdom 
Tel: 0734 $3933 
Telex; 848888 
Licensing opportunities available in Europe for well 

financed service oa 


| Pizza 


FARLOR 


Tiaa 


“Financial instruments Portfolio (simulated) Jan.. 


i For Licensing information, contact: Investments in commodities are subject to market fluet 


Mr R. M. Frederickson, Managing Director 


SHAKEY’S INTERNATIONAL, LTD 


2000 Thanksgiving Tower 
Dallas, Texas 75201, USA 
Telephone: 214/880-7854 

Telex: 730381 Answer back: GWS DAL 


Territorial Development only. 
_ Individual unit purchases not available 
A Subsidiary of Hunt international Resources Corp. 


traded oysters would like tohel povon 
in commodity, currency, gold: andi Nterest ‘at 
futures. (Minimum investment $ 25,000). 


Write or phone TODAY to Dept BT 214, Trans World Commodities tte, Adm 
tion Office, Avenue Lloyd Georga 6, Box6, 1060 Brussels, 
Tel: 02/640.35.85. Telex 22981 .trans b: In the UK call 04-628 296 
NAME? ou. 
ADDRESS: oona 
VEL COMO oe uns ole 
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NOMIC AND FINANCIAL INDICATORS 1 


JEMAND AND JOBS West Germany's industrial production was un- 

Jary..But because it had fallen steeply in February, 1983, the 12-month 

8.4%, the largest rise in western Europe. Australian industry is 

| was up 1% in January, with a rise of 14.1% since January, 1983. 

try had an even bigger rise in January, of 2.1%; but the 12-monthly 

ed to 14.6%, after 18.1% in December. Japan's jobless rate was un- 
at 2.7%; so was Britain's in March, at 12.6%. 
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THE ECONOMIST COMMODITY PRICE 
INDEX Cash prices of lead on the LME 
have risen 25% in two months, reaching 

a two-year high of £349 a tonne this pe 
week, At the beginning of the year. the~ | 
market was in surplus by 100,000 tonnes; 
after net exports of 50,000 tonnes” to 
communist countries in 1983. But. de- 
mand is picking up, particularly for high- 
grade lead used in car batteries, and — 
LME stocks have fallen 40% from record 
levels last September, to 132,400: 
tonnes. In recent months alot of lead has 
been: shipped to the United. States be- 
cause the American producer price. has 
been far enough above London’s price. 


8:1 (1) + 9.2 +3,7(12} 
nil) + 1.4 +1.4(12)  — 6.6 
pot 6.3 +3.3(12)  - 2.0 

16.8 (2) + 5.0 +6.2(12) +16.8 


+4.0 (1) _ 
+4.2 (2) 
¥11,9(1) 


1.2 (1 09 
12.6 (3) 127 
7.8 (2) 10.4 








iES Inflation picked up in Japan, with the 12-monthly rise in 
going from 1.8% in January to 2.9% in February, its highest level 
elgium is finding it hard to. slow its inflation rate any further: 
‘ere up 7.1% in the year to March, the same as in February. 
holesale prices rose 2.6% in the year to February, from 2.3% to 

age rates in Dutch manufacturing were unchanged. 
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“of Sweden's Social 
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“grew by 1.9% 

ause the volume 

% while imports 

- Thisimprovement 

6% devaluation of the 
ctober, 1982—and the 
edge has since been 
by wage controls. The 

q fallen to 3.2% but 
still above the OECD aver- 
1984 the OECD expects gdp 
o tise tọ 2.6%, but further 
mied by Sweden's pub- 

he fiscal deficit reached 

ast year and would be 





Consumer prices 
annual % 


+41 
+5.8 


+17.2 
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44304 TP 
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$ per barrel 28.35 28.45 -07 +10 
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t where otherwise stated. "Not seas: adj. Average of latest 3 months 
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FOCUS: TRADE AND GROWTH 

Poor countries without oll were hit 
“ hard by the-oil shock of 1979-80 and 
‘then by the dear-money recession 
that followed in the rich world. If some 


Matheson moving its brass pbs to Bermuda. on Tote 
arise of 18.6% so far this year. E 
Stock price indices 


were tempted to disengage from 
we international pressures, the evi- 
nce suggests they would have been 
crazy to try. The fastest-growing coun- 
tries in 1980-83 were generally those 
most open to the world economy—ie, 
with the highest ratio of exports to gdp. 
Their greater experience of exporting 
“helped them to pay for dearer gil and 
higher interest rates by boosting ex- 
ports. Others who had followed more 
autarkic policies—eg, Brazil, Ghana— 
had to rely more on cutting imports 
and hence growth. The main excep- 
tions were the Ivory Coast, hit by poor 
crops of cocoa and coffee as well as 
lower prices; and India, which grew 
quite fast despite its autarky, partly 
because of emigrants’ remittances 
and good harvests. 


859.2 901.4 












































Australia’s M3 measure of the money supply confirmed bankers fe 
why three-month interbank rates there have already risen five poir 


Money supply interest rates % p.a. (Tuesday, except bonds: 
% rise on year ago Money market Commercial banks Bond yields 
rive Broad} Overnight 3 months Prime 


Australia A +15.1 (2) 1400 t 60 

ium + 5.7 + 58 

+ 77 2 

France 477 + Tn ee 1269 1 
WGermany + 5.2 + 3.9 (2) 
Holland +10.1 +10,6(12) s5 E 
haly +15.7 17.25 17.50 
verage annual Japan + 0.6 6,31 6.31 
Hailes 6.25 10.95 


Sweden na 

a3 -p 

% changa, 1880- Switzerland + 1.2 3.00 3.81 
488 894. 


UK +10.5 

USA +85 10.50 10.10 ' 9. i F 
Other key rates in London 3 mth Treasury Bills 8.4%, 7-day interbank 8.7%, clearing 
Eurodollar rates. (Libor): 3 mths 10.9%, 6 mths 11.1%. 

4 M2 except Australia, Canada, Switzerland, U.S.A., W. Germany M3, dapan MES CDe IK 3 


woted available on request. Sources: Chase Manhattan, Chase Banque de Commerce (Be 
i Handelsbanken, ANZ bank, Credit Suisse First Boston q : 
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TRADE, EXCHANGE RATES AND RESERVES America had a visible trade deficit of $10. 1 billion in. FOAN, W 
produced a surplus of $3.1 billion and West Germany of $1.7 billion. Japan's current-account surplus in the 12 months t 
totalled $23.1 billion, treble what it was a year earlier. Yet the markets kept the yen stable and pushed up the dolla 

ed value by 0.8% this week. 
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$bn 


current- 
account 
balance 
latest 12 $bn 
months — latesti2 mths 
+.04 = 5.3 (2). 

~ 20 0.3 (9) 
+12.8 + 1.4(12) 

- 49 -4312 
+16.4 + 3.2 (2) 
+39 +4,0 (9) 

= 7 ~ 11.9) 
+33.2 +23,1 (2). 
+16 ~_2.2 (9) 
237 + 3.012). 2.16 Prem 7.02 
~ 03 +35 (2) 0.70 Prem 1.94 
-79.3 ~40,8(12) — ~ 
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“We need the most advanced minicomputer system available. 


i 
| 


This means high speed and really top notch service and 


long-term support. Is there any company that can give us 


all we need?” 


Gould CONCEPT/32™ mini- 
computers provide perfor- 
mance and sophisticated ca- 
pabilities available in no other 
minicomputer. Examples: up 
to 10-million instructions per 
second, 16 megabytes of ad- 
dressability, advanced UNIX* 
(Berkley with System V en- 
hancements), Ada®, MPX™ 
real-time operating system, 
field-upgradable micropro- 
cessor systems, and a com- 
patible family of distributed 
workstation products. 


“UNIX is a trademark of AT&T's Bell Laboratories. 


The only true super-minicom- 
puters come from Gould. 


The CONCEPT/32 is another 
example of Gould's dedica- 
tion to innovation and quality 
in the minicomputer market. 
Through its interrelated 
technologies and products, 
Gould also serves the test and 
measurement, factory auto- 
mation, medical instrumenta- 
tion, defense, semiconductor 
and materials markets. 


“Gould.” ms 


For more information on the 
CONCEPT/32 and our 
company, write: Gould Inc., 
Dept. C, 10 Gould Center, 
Rolling Meadows, IL 60008. 


=" GOULD 
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agë 11, Coal stocks and 
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‘| Go to warin London, page 51. 


-Pro Contra 
‘in Nicaragua, page 19. 


Sikh against Sikh 
‘The guns of Punjab turn 
awards, page 21. 


x-Serendip 
“Tamil trouble again in Sri 
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High-tech to Russia 
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Soviet oil price in 


as % of word F 
market ee am 
ein transferable roubles ~22 
dan Ist, each year 
E 





nE 
B41 


Backyard for Russia 
Another superpower with 
troubles in its part of Europe, 
page 13. 
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Reagan goes to China, page 


44. His cast of thousands, 


same page: Howe and 
Hongkong, page 22, 


Pope's right hook 

The real meaning of the 
Vatican shake-up, page 35. 
Audience in South Korea, page 
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Unnecessary slide to 
repression, page 14: The four 
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page’50. The Observer's 
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Japan didn’t strike 
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West Germans.may, for a 35+: 
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International: Zero scores in Nicaragua: Brazil; Ch 
Peru and Bolivia; india; Britain arid China, Karnpuche: 
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59 Business this week a. 
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‘Argentina 


“SIR—-I agree that the emergency 
aid offered by Brazil, Colombia, 
Mexico and the United States 
(April 7th) is not a substitute for 
the macroeconomic reforms that 
Argentina needs. However, this 
episode has clearly demonstrated 
¿that Latin America needs an in- 
ternational reserve fund as pro- 
posed by President Betancur. 

- Empirical studies suggest that 
collective reserves are more sta- 
bie than reserves held by individ- 
ual countries. Countries can gain 
‘by joining an international re- 
serve fund in terms of liquidity, 
profitability and access to inter- 
< national capital markets. 

Andean Pact countries (Boliv- 
Colombia, Ecuador, Peru, 
enezuela) decided in 1975 to set 
‘up: a reserve fund. It now has 
more: than-$500m in. assets, en- 


adjustment process by offering a 


fund could be a complementary 
source of Bauicty and it should 
be supported by the North, espe- 
cially by the United States. To a 
certain extent, the recent emer- 
gency operation designed for Ar- 
ntina can be seen as such a 
nd set up onan ad-hoc basis. 
Dieco Pizano 
Economic adviser 
to the President 
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SOFTWARE CHOICE AND HARDWARE SELECTION 
Part Of this report discusses the 
criteria to be considered when 
selecting microcomputer hardware 
and software for running a financial 
modelling exercise. pers outlines 
various modelling routines and gives a 
number of worked examples of 
different types of model. The report is 
“written for the informed but non- 
specialist reader. There is a glossary 

} of technical terms and a useful listing 

‘Of different software and hardware 

packages, with an assessment of their 

‘main characteristics. 

(ash rameters 
The Economist Intelligence Unit Lid {X1) 
27 Stdames’s Place 137 Avenue Louise, Bte 5 
London SWIA INT 8-1050 Brussels 
‘UK. Tet: 04-4936711 Belgium. Tet: (02) 538 29 30 
10 Rockwlelier Plaza Friedrichstrasse 34 
New York, NY 10020 6000 Franidurt am Main 1 

F USA. Tel: 2125415730 WGermany. Tel: 0611-728141 

























































The Philippines 


SIR—Your editorial (March 24th) 
on the Philippines’ upcoming 
election misses the message of 
the boycott campaign. The mes- 
sage is that the Filipino people 
have had enough of President 
Ferdinand Marcos. The excess of 
his regime dawned slowly on 
many Filipinos (including my- 
self). The Aquino assassination 
removed our political blinkers. 

Mrs Marcos’s assertion that 
she is not interested in the succes- 
sion only means that she is mov- 
ing from front-stage to back- 
Stage. The present Marcos 
concessions are only part of a 
political game. In the words of 
Benigno Aquino before an 
American congressional subcom- 
mittee in June, 1983, Mr Marcos 
is a very calculating man who 
“would rather persuade before 
he bribes, bribe before he threat- 
ens, threaten before he arrests, 
arrest before he kills”. 

The boycott is still a peaceful 
route to force Mr Marcos’s resig- 
nation. If it fails, Filipinos will 
think of other non-violent ways. 
The aftermath of the boycott is 
hot a strengthening of the com- 
munist forces, as you allege. The 
psychological make-up of Filipi- 
nos is not ready for that 
alternative. 


Toronto PRISCILA E. KALEVAR 





Africa’s empty belly 
SIR--Mr Stephen Morris (Let- 
ters, March 3rd), referring to the 
development of African agricul- 
ture, wrote that “Good use 
would not constitute copying 
western models, based on the 
ascendancy and dominance of ag- 
ribusiness”’. He is wrong. 

The western model of agricul- 
ture is not all agribusiness (which, 
like the goddess Athena, sprang 
out fully armed). It had a long 
history and those concerned. with 
the development of African agri- 
culture would do well to study it. 

At the risk of over-simplifying, 
its development began in En- 
gland, although it was inspired by 
Dutch agriculture. It consisted of 
the introduction of root crops and 
wild Dutch clover, and the four- 
course Norfolk rotation around 
them. This produced an increase 
in fodder production, more milk, 
meat and manure, higher soil 
fertility, higher yields, improved 
breeds of farm animals and a 


heavy use of animal manures and 
composts. For African agricul- 
ture the way forward should be 
based on the same guidelines. 
Improving and. maintaining soil 
fertility, which would lead to 
abundance. 


Beer-Sheeva, Israel Y. Orev 
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International banking 


SIR--The Medici were far from 
the first money lenders, nor the 
first Florentines, to discover the 
perils of putting faith in princes 
(Banking Survey, March 24th). 
Jules Toutain records that 
when Pompey arrived in the east 
he learned of a total debt of 
Asian cities of some eight million 
pounds of silver, owed mostly to 
Roman bankers. The case of the 
Medici is better known because, 
probably due to the French con- 
quest of Florence at the time of 
its demise in 1494, its. records 
were preserved intact. 
Washington, 
DC Marc B. GoopMan 


SIR—AlIl of the marketing lan- 
guage in your survey obscures the 
simple fact known to every sec- 
ond-generation banker from his 
dad—that you have to-match li- 
abilities with assets, and keep a 
beady eye on costs. Whether you 
borrow or lend, you have to 
know whom to trust, and whom 
not. British and Swiss bankers 
are probably the best in the 
world, because they are very low 
on complicated computerised 
planning and very’ high on 
psychology. 

It is perhaps to be hoped that, 
after a generation or so in the 
City, the brilliant graduates. of 
Wharton and all those shops will 
have learnt that a long lunch and 
a few ports is an excellent way to 
get to know your customer, How 
he eats is a better guide to wheth- 
er he'll pay than all. of those 
graphs and charts. 


Nice Davin Pass 





Vat and the EEC’ 


SIR—Mr Hay (Letters, April 7th) 
reasons that the increase in tax 
revenues resulting from a widen- 
ing of the scope of Vat will mean 
that a further £43m, rising in 1986 
to £65m, will be paid by Britain 
to the EEC. He has incorrectly 
assumed that there is a direct link 
between, on the one hand, the 





maintenance of soil fertility by 





` ther a change in the scope nor the 







In fact, Vat-related payment: 
to the community are calculatee 
by reference. to a standard range 
of goods and services, which doei 
not necessarily coincide with thé 
actual range taxed by a memben 
state.: Vat-based payments to the 
community are determined as the 
percentage. (currently limited te 
1%) of turnover of this standare 
range and not-a percentage of the 
actual tax collected. Thus, nei- 


















































rate of tax applied will affect the 
British contribution. 

GEORGE Scorr 
London |; EEC Commission; 


European population — 
SIR—In analysing the conse- 
quences of the birth decline in 
Europe (March 31st) you assume: 
a high demand for labour in the 
future. This will not be the case. 
With industry becoming: 1 
capital-intensive, any retur.. ._ 
higher fertility will only generate 
more unemployment. 

Reading RoGER H. Brown 





Voting in Portugal 
SiR—There is a fact which makes 
most voters in Beja, and other 
places within the area in'Portugal 
in which ‘land was nationalised 
after the 1974 revolution, differ- 
ent from voters elsewhere in Eu- 
rope (March 31st). 

Agricultural work in this area 
is distributed by the Communist- 
controlled trade unions,:To find 


“work. a labourer has to be a 


member of one of these unions, 
which carries as a bonus affili- 
ation with the Communist party 
(an illegal situation, since the 
Portuguese constitution specifi- 
cally lays down freedom of asso- 
ciation). Membership in the 


ty implies an auton 
Communist vote, as well as atten- 
dance at all demonstrations 


staged by the Communists ‘no 
matter where they take place. 
Cascais, 


Portugal CARLOS DE MESQUITA 





Easter comfort 


SIR—Mr Allison wrote (Letters, 
April 7th), “...in a world 
where there are destitute people, 
those who are rich (ie, practically 
all the readers of your newspa- 
per) are damned”. 

Your readers will be relieved 
to hear that at Easter God said: 
“One crucifixion is enough. My 
son's death will release all people 
from their sins”. l 
Copenhagen. 





Brian TAYLOR 
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inoffice systems 


Perhaps the name we have in mind 
is yours. 


In which case we want to persuade you that, with your 
wealth of expertise in the office systems environment and 
_ our ambitious business plans, there’s almost no limit on what 
we could achieve together, 


Atthe moment, you'll probably be working for a large 
_ User ona major implementation, where your knowledge of 
“the late: concepts and developments in office systems will 
__make you the key individual on the project. Most of your 
~ 15 years experience will have been with users rather than 
- manufacturers; most conferences and seminars on office 
-= systems will have featured you asa principal speaker. 


+- Your role with us would be that of a consultant, 
~~ advising ICL customers ona viable strategy for implementing 
_. future office systems. You'll also strongly influence our own 
". approach to the design of future systems, and you'll continue 
= toinfluence and impress conference audiences worldwide 
through the kind of speaking engagements that have helped 
to establish your name. 


In material terms, we are prepared to discuss the salary 
which is necessary to attract someone like yourself plus, of 
course, many attractive benefits. 


If you don’t want to miss such an outstanding opportunity 
“May we suggest you talk to our Marketing Manager, Pat Kielty 
on Slough 31111, extension 129, or write to him at ICL, 
Computer House, 292-298 High Street, Slough SL1 4NA. 


Y 


We should be talking to each other 
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x Commonwealth Secretariat 


J 


‘ASSISTANT DIRECTOR 
MANAGEMENT 
DEVELOPMENT 

PROGRAMME 


HUMAN RESOURCE 
DEVELOPMENT GROUP 


Applications are invited for the post of Assistant Director 
«in the Management Development Programme which is an 
egral. and important part of the Secretariat’s Human 
ource Development Group. The Group is designed to 
jeve an integrated and multi-disciplinary response to the 
eeds of Commonwealth Governments in the broad area of 
kill development. The main function of the Management 
evelopment Programme is to assist member Governments 
n developing the quality and effectiveness of public service 
agers and systems. . 

The Assistant Director will be expected to play a leading 
ole in helping member Governments improve senior man- 
gement training programmes, make more effective use of 
uman resources and provide assistance to small states in 
ractical management training taking into account the special 
roblems of such administrations. He will be involved in 
dentifying general goals and. planning and implementing 
pecific management development projects for the pro- 
amme; undertaking short-term technical assistance assign- 
nts; organising co-operative projects in response to the 
eeds of Governments and promoting the exchange of 
relevant information between countries and institutions. 


Applicants who should be citizens of Commonwealth 
untries, should have good academic qualifications and 
actical experience, judgment and creativity to develop 
novative programmes of a high professional standard, 
ubstantial experience at a senior level in government or 
arastatal management, including training in staff develop- 
ment; and practical involvement in the management prob- 
lems of developing countries.. 


_ The appointment is normally for an initial period of three 
years. Salary in the range of £18,276-£20,604 (gross) per 
num plus, for a British appointee, 123% of salary as 
enhancement allowance and, for an overseas appointee, 
=xpatriation and other allowances, 
Applications giving full details of qualifications and experi- 
ence together with the names of three referees should be sent 
by 22 May 1984 to: 























































The Director 
Administration Division 
Commonwealth Secretariat 
Marlborough House, Pall Mail, London SW1Y SHX 
; Telephone: 01-839 3411 
























The Council of the North West Regional 
Management Centre invites applications from experi- 
enced managers from industry, commerce-or the public 
sector, and teachers of management, for the post of 


DIRECTOR OF THE 
N.W.R.M.C. 


Salary will be paid in accordance with the Burnham 
scales for Further Education Head of Department Grade 
Vor Vi 

Grade V £15390 to £17091 

Grade VI £16632 to £18327 (award pending) 


The Council will consider awarding the title 
Professor to a suitably qualified successful candidate. 


Details of the.post are available by application to 
The Administrator, 
North West Regional Management Centre, Woodlands, 
Southport Road, Chorley, Lancashire, PR7 1QR. 
Tel. (02572) 66942 
Closing date for receipt of completed applications: 
4 weeks from the date of appeararice of this advertisement, 
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COORDINATOR 


for the Research Programme 
on the Competitiveness 
of British Industry 


Applications are invited for the post of Research Coordinator to the 
forthcoming Economic and Social Research Council programme on the 
Competitiveness of British industry. The ESRC Industry and Employmen 
Committee is commissioning a substantial multidisciplinary programme 
on competitiveness, to focus initially on firm level studies of managers 
and the process of management. 

The Research Coordinator will advise on the assessment. of outline 
research bids, and work on the development. of full proposals, the 
monitoring of research in progress, and the dissemination of research 
findings. The Coordinator will-have a major part to play in ensuring the 
involvement of industry in the individual research projects. The person 
appointed will be responsible to the Committee for the overall coordina- 
tion of the programme. 

Applicants should be at senior lecturer or professorial level with a 
relevant research background and, preferably, significant industrial 
experience. The appointment is expected to-be up to.60% time over three 
years and the salary is negotiable. 

For further detalis contact Dr A. P. C. Bruce, ESRC, 1 Temple 
Avenue, London EC4Y 0BD. Tel:.01-353 5252. Please quote 
reference: CB/E. Closing date for applications Monday, t4 
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-The‘somewhere’ for anyone 


who's ‘something in the city. | 








Marlyn Lodge is a brand 

ew complex of luxury 1 

bedroom flats and studio. 
apartments, perfectly located 


system. In fact, we've 

included everything right 

down to the solid brass door 
furniture and coved ceilings. 


work i in the 

City and 
: : sachs | i want the” 
-distance oi ‘ rn ETA, ; perfect, 
the Tower nee ce pied-d- 
of London’ fp, : terre, either 
for yourself 
or your 
company, 
km soak TO 

























~: Developed to the very Doug Soden on 
“highest standards by Wimpey — 01-481 1782. 
Homes, these prestigious Prices from £44,950, 
[i apartments are equipped with -Marlyn Lodge, 
every modern convenience, 80/92 Mansell Street, 
including carpeting London El. 


_ throughout, fully fitted 
kitchen, gas central heating, 
double glazing, fitted 
wardrobes and an entryphone 









London Hotel Apartments 


Short & long term exclusive accommodation 


Berkeley Mansions Estates Ltd 


_ Forget your worries and the lack 
of privacy of hotel life 


Rates that are 50/60% cheaper than equivalent 
London hotel rates. .. 


All self-catering apartments in the Mayfair 
-, and W1 areas with fully equipped kitchens 
Included in the rates—A unique service 


Free airport collection to- yotir apartment, 

“Colour TV and video, plus a large video cassette library. 
Daily maid service 7 days a weekuncluded intent, ~ 

Laundry and valet service. 

Babysitting-and Nursing service. 

Self catering, fully fitted kitchen or preperation of meals if required. 

‘Security, boxes. 

| Complete secretarial service. 

Telex facilities and direct dial telephones. 

Answering and message service. 

. Travel and theatre bookings arranged. 

Extra bed and cot facilities available on request. 

Medical assistance. 
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AdLengitiries and brochures to; 
Berkeley Mansiony Estates: Ltd. 64 Seymour St, London W1. 


Telex: 21180 HOTLONG. Tel: 01-258 3641 01-724 1746. 


















































for transient and 
“dential occupancy, 
centre. of New Yor! 
museum, gallery ani 
auction world. Conve 
nient to bus and. shor 
“ping. Three 
restaurants. eo 
Madison Avenue at oth St: 


_ New York, N. Y.1002 

Telephone: (212) 744-1600 

able: THE CARLYLE, New Yi 
Int. Tees, 6 
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Economist 








The Economisti in Microform y 


` A matchless record of fact and opinion essential for 
research in the economic and political history of the 
last 140 years. 


Perr rrrrrrrr rrr Teer re ree eee Tee eee erosta ee ee ee ee 
For further information about The Economist in. microform cuse this coupon: 













Your name 













Your addregs 


Send to: University Microfilms. International, 30-32 Mortimer Stree 
London WIN 7RA, England. Tel: 01-631 5030 
or 300 North Zeeb Road, Ann Arbor, M1 48106, USA. Tek šiai 4700- 
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Tead Off ce, 


The university with wings. Since tts first flight 25 years ag ago 


this month, 52,000 pilots have earned their wings in Northrops T38 
Talon supersonic trainer. Pilots for the U.S. Air Force, Navy, 
NATO, and other nations worldwide. With its remarkable safety record, 
the T-38 will continue training pilots into the next century. 
Northrop Corporation, 1800 Century Park East, Los Angeles, California 90067 USA 


NORTHROP 


Making advanced technology work 


© 1944 Northrop Corpo 
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Economist 


The long, cold summer 


Is Mrs Thatcher likely to win her second battle to close 
uneconomic mines in Britain? As a full miners’ strike 
moved a stage closer this Easter weekend, the answer is 
still yes, but a hesitant one. 
After five years in government, this is the biggest 
strial challenge Britain's prime minister has faced. 
+n she appointed Mr Ian MacGregor to be coal 
board chairman a year ago, it was with a mandate to 
close pits and cut the board’s subsidy. Despite the 
miners’ union’s successes in 1972, 1974 and 1981 its new 
president Mr Scargill has thrice been defeated on a 
Ballot of his members who did not want to strike. This 
time, with the threatened closure of 20 pits, the 
government hoped he would be defeated again. 
Government action was therefore confined to organ- 
ising enough police to get miners to work where they 
wanted to work. Everybody, including Mr MacGregor, 
was discouraged from using the new laws against 
secondary action for fear of politicising the dispute. 
Ministers were told to say nothing. All was predicated 
on enough miners either drifting back to work, or 
forcing Mr Scargill to have a strike ballot—and lose it. 


Still the most potent industrial force? 
This has not happened. Thousands of policemen drawn 
from all over the country have kept some 40 pits in 
duction—and kept coal moving from those pits to 
power stations. But all they have proved is that 
prosperous Nottinghamshire is unwilling to strike in 
favour of pits elsewhere. Mr Scargill has most of the rest 
of the industry out and is busy bending union rules to 
bring out the lot. Although poll evidence suggests he 
might win a ballot, he would rather have the pits on 
strike without risking it. Either way, he has thus far 
outsmarted board, government and a biased popular 
press. Ballot or no ballot, Britain seems unlikely to see 
much coal mined after this month. 

Coal strikes have a traumatic effect on the British 
body politic. Mrs Thatcher gazed into the abyss twice as 
a member of Mr Edward Heath’s government in 1972 
and 1974, and once herself in February, 1981, when 23 
pits were on the block. In each instance a supposedly 
firm strategy fell apart under threat of pressure from Mr 
Scargill’s flying pickets. This is why Mrs Thatcher has 
closed only 90 pits through the whole recession, while 
the last Labour government closed 300 in times of 
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comparative prosperity. That is why coal, this year, is to 
receive over a billion pounds of public money. 

True, coal stocks are estimated at six months’ supply 
at power stations. The government is in no mood to 
surrender. The Labour leader, Mr Neil Kinnock, is now 
struggling on the miners’ hook, unable to get off it. If — 
the Trades Union Congress wants to back Mr Scargill’s _ 
strike through the summer, ministers say “then so be 
it”. But miners’ strikes usually start with such brave 
words. About 75% of Britain’s electricity is generated 
from coal. The steel industry depends on it. So do 
hundreds of smaller manufacturers and institutions. Mr 
Scargill means to show that, using pickets or votes or 
both, the miners are still the most potent industrial 
force in Britain. His network of militants, supported by 
activists from outside the pits, are already taunting 
employers to take out injunctions against them. Al- 
ready he has been given promises of support from the 
train drivers, the transport workers and others. 

Things will now get worse before they get better. 
Unless something dramatic occurs in the next fortnight, _ 
there will be noticeable industrial disruption during the 
summer, rising industrial (and policing) costs and a 
general mood of anarchy, which will contrast with the 
present optimism about impending economic recovery. _ 
If past experience is a guide, Tory-voting industrialists 
will start squealing for peace, the polls will swing away — 
from Mrs Thatcher. It will be a considerable test of the _ 
cabinet’s nerve. 

There will be two further tests. A full strike with 
secondary action will goad a number of coal users into 
taking out injunctions, not just against miners but — 
against other trade unions which interfere with their 
business. This will embroil police in arrests and bailiffs — 
in seizures to enforce court orders. Like troops driving 
coal trains, it may relieve feelings, but an attempted 
bankrupting of the whole union movement will be more 
likely to spread than squelch the strike. E 

The other test poses Mrs Thatcher with her real 
choice. Already the TUC has offered Mr Scargill its 
collective embrace. Thus do the trade union barons ~ 
declare their interest in a strike, so as to manipulate the 
eventual settlement. In the 1982 rail strike, they offered _ 
themselves as honest brokers—enforcing a settlement 
on the train drivers by threatening withdrawal of 
collective support. Already the engineers’ moderate _ 
ng 
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der, Mr’ : 
or compromise. His voice will become louder as the 
summer progresses. The cabinet will face intensé politi- 
cal and industrial pressure to accede to mediation. 
_ Mediation of this kind would be a second-best 
outcome to a straight defeat of Mr Scargill, which 
hould first. be tried. The snag, however, is that, if 
mediation does become necessary, the longer it is 
delayed the more costly it will be politically to accept 
even a modest compromise—say, a temporary delay in 
the closure programme. In the railmen’s case, even the 
‘unions’ beloved Lord McCarthy eventually found in 
avour of the employers and it was the TUC who forced 
he strikers back to work. It is not the ideal way to 
resolve an industrial dispute but, when confrontation 
has become implacable, it is one. 
_. If Mrs Thatcher means to avoid such mediation and 








The high-tech trail 


oul 


ne of the most welcome things about the computer 
evolution that began 15 years ago is its habit of 
mining centralised authority and controls. But the 
abit is hard to kick. The same innovations that are 
tarting to perk up western economies are also trans- 
orming war-fighting abilities all over the world, includ- 
ig Russia’s. The new technologies of war are proving 
o easier to confine than their peaceful cousins. 

_. This is what lies behind the ill-tempered debate 
between the United States and western Europe, and 
within America itself, over what to do about high- 
hnology exports to the Soviet Union. Europeans are 
tempted to think of this new dispute as another version 
of the fight that broke out in 1982 between them and the 
eagan administration over contracts to supply the 
berian gas pipeline. There are some familiar ele- 
Ments—especially the persistent American view that 
America has the right to continue controlling American 
products and technology even after they have passed 
Into the possession of foreigners. But there is a basic 
difference between the pipeline dispute and the more 
recent high-tech squabble. In 1982 there was a disagree- 
ment between America and western Europe about the 
right aims of trade policy towards Russia. This time the 
urpose—to keep militarily useful things out of Russian 
hands—is not in dispute. But how to do it? 


Separating civil sheep from military goats 
Modern armies march on electronics. Guns, bombs and 
aircraft are becoming less important than the computers 
that direct them, the communications equipment that 
lets commanders keep a rein on battlefield action, and 
the signalling devices that reveal’an enemy’s position 
hile hiding one’s own. Russia, which has not shown 
itself adept at inventing such things, is making every 
effort to try to buy or steal them from the west. 
V2 eget a ; 








pt ‘go for a full > ctory she must ensure, in d 


America and Europe face a long prospect of imperfect choices over trade that 
rovide Russia with new technologies of war 









she can rely on her cabinet and her party to weather 
real war when the present phoney one is done: to fa 
down a full strike on an issue where economics an 
changing society are on her side, smokestack unior 
muscle on the other. Miners on strike in Britain ha’ 
not been worsted since the war. But that is the measure. 
of the gamble Mrs Thatcher took when she appointed 
Mr MacGregor to the coal board. She and he have so 
far failed to get a ballot opposing a strike. She and he 
must now gamble on eventual enfeebling of TUC 
support and a divided union wageless for maybe six. 
months leading to a trickle back. to work. It would be a 
messy, painful triumph, one that would require cool 
heads through a long, cold summer. Messy or not, it is 
essential for Britain’s economic future that Mrs Thatch- 
er and Mr MacGregor do win. 



























































The trouble is that the new military technology is 
being driven by, and often cannot be distinguishe 
from, the new civilian technology. The silo-busting 
accuracy of Russia’s nuclear missiles comes from preci- 
sion grinders that the Soviet Union freely bought in the» 
west during the 1970s when it had not occurred to 
westerners that they might be useful for grinding ball 
bearings to go in a missile-guidance system. At the 
other extreme, America is now requiring export li- 
cences for heart monitors, because the defence depart- 
ment believes that some of the chips they contain could 
be used for missile guidance. The list of such dilemmas 
will inevitably lengthen. 

The overlap of civilian and military uses is bringing 
two quite proper objectives into a headlong crash, One 
is that the west should do all that it can to avoid armine. 
Russia. The other is that the freer trade is, the better 
everybody-——particularly trade in the newest techn 
ogies, which greatly increase productivity wherever 
they are installed. There are several losers when a 
French hospital buys a second-best heart monitor 
because the American one has been held back by a 
tangle of export-control red tape. 

When the American congress comes back from its 
Easter recess, it will probably hammer out a new 
version of the Export Administration Act, which ex- 
pired six months ago and has been kept alive by 
emergency extensions since. Some time in the next few 
months the western allies. in Cocom, the informal 
committee where they work out their joint policy on 
military exports, should at last agree on a new list-of 
banned high-tech exports to replace the yellowed 
version drawn up 10 years ago. But the way in which the 
new rules are administered will matter.as much as the 
rules themselves. a E ag NRG 
The American defence department, wh 

















een growing at the expense of the 

minded commerce department, seems to be aiming for 
the broadest possible coverage of high-tech export 
‘restraints. It has argued in Cocom for including widely 
available personal computers on the forbidden list; at 
home it is trying to tighten up on the publication of 
‘some kinds of technical information in scientific jour- 
‘nals and conferences. These'efforts annoy Europe. 

There is no doubt that the seepage of militarily useful 
western technology to the Soviet Union is a danger. 















ntion on the main sources of the leakage, and on 
echnologies that could do its security the worst 
. Enforcement, especially counter-espionage, 
to be a principal goal. The CIA director, Mr 
illiam Casey, has estimated that, of the west’s mili- 
tary high technology in Russia’s hands, 70% was stolen. 
= Concentrating on only the most dangerous technol- 
ogies is harder to swallow, but may be necessary. The 


Dearer Russian oil, restive Russian allies 


e Americans are not the only superpower that has 
roblems with its smaller European allies. President 
Chernenko of Russia is about to face a potentially rowdy 
summitmeeting of Comecon, the Soviet block’s econom- 
ic grouping. The summit, in June, will be Comecon’s first 
“since 1971. Brezhnev suggested a meeting in 1981, but 
_ bickering over the agenda kept putting it off; then Yuri 
~ Andropov’s kidneys added another delay. Now prepara- 
tions for the Soviet world’s next five-year plan (1986-90) 
permit no further dawdling. 
It will be a stiff test for Mr Chernenko. Comecon’s 
problems are rooted deep in the system of central 
planning, which reduces trade to a cumbersome process 
of bilateral (and highly. politicised) bargaining. The 
=eoblems have now come to a head because of the rising 
oo 3t-of Soviet energy deliveries, particularly oil. The 
east European countries, except for Rumania, rely on 
_ Russia for four barrels in five of their imports of oil. For 
-the first time in more than 10 years, they are having to 
pay more than the world price, in transferable roubles, 
for this Soviet oil. That is an accident of Comecon’s 
pricing formula, based on a five-year moving average of 
world prices; but it shows that Russia’s generosity is 
diminishing as its economic problems grow. 
In the past, Russia has been willing to pay a high 
price to keep the east Europeans quiet. The cost to 
: Russia of selling its energy and raw materials cheaply to 
eastern Europe rather than expensively to the west has 
been estimated at $80 billion between 1971 and 1980. 
But now Soviet oil production has virtually peaked, and 
-getting more of it out of the ground means costly 
- investment in inhospitable areas of Siberia. Oil deliver- 
ies to eastern Europe were cut by 10% in 1982, and last 
October the Soviet prime minister, Mr Nikolai Tik- 
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at is all the more reason for the west to concentrate _ 
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“honov, demanded more and better exports from ea 














military uses—American ‘army units in the field 
using some commonly available ones now. But a 
attempt to control a product that can be bought b 
anybody at a thousand different places is doomed. Thi 
horse is out of the stable door. The possible consol 
is that the software which feeds computers, and is 
more important, may be easier to keep in the stable. 
The west faces a long prospect of imperfect choices 
over high-tech trade with Russia. That ts unfortunat 
but it should not be discouraging. It is in the west’s 
power to stop many, though not all, of the west 
innovations that the Soviet army would. like. fro 
getting through to it. The west can accomplish this 
without doing real damage to the industries that are 
giving western economies one of their greatest produ 
tivity boosts. It is an uncomfortable compromi 
with the blurring of distinctions between civilian an 
military techniques it is the best line that can be drawn 
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ern Europe in return for Soviet raw materials. 

A more inward-looking Comecon, with more ¢ 
European investment in Soviet raw-material project 
Russia’s answer to lean times. According to its ¢ 
planner, Mr Baibakov, there should be an end 
“unjustified imports from capitalist countries”, and 
more inter-communist co-operation in energy, elec 
tronics and agriculture. Russia also wants its allies te 
share more of its aid burden, including the $5.5 billion 
year that goes to Comecon’s non-European membe 
Cuba, Vietnam and Mongolia. 


Not so dictatable to i 
The east European countries have other ideas. Each 1 
growing clearer that it has an interest to defend 
Hungary, Bulgaria and Rumania demand higher price: 
for the food they export. Poland says its crisis-shattere 
economy deserves special treatment. Czechoslovaki 
and East Germany want to see an expanded Rus 
market for their manufactures, but disagree on ho 
Rumania, now anxious for a share of “soft-currency. 
Soviet energy, wants the Soviet market to absorb the 
goods it cannot sell in the west. Even ultra-loya 
Bulgaria says Russia must guarantee “exact amounts 
of oil and other raw materials in return for joint 
investments from eastern Europe. 

Surely mighty Russia can dictate its terms to Com 
con? Not necessarily. Almost all the east European 
countries need to sell more to the west in order to pay 
off their debts to it, and then to buy more western 
technology. In their different ways, some of them are 
already testing the limits of Russia’s power to tell th 
what to do. Hungary is quietly extending the scope of its. 
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economic reforms. East Germany is conducting a 
curious flirtation with West Germany, Czechoslovakia 
and East Germany have been showing uneasiness about 
the deployment of new Russian missiles on their soil. 
Poland is an unexploded bomb. All these countries can 
play on big brother’s fear of disruption in the family. 
Russia’s call to look eastward comes at a time when 
much of its part of Europe would rather turn its gaze in 
a different direction. Mr Chernenko has already ruled 





out one possible solution to Comecon’s problems, a 
radical economic reform in Russia itself. The other 
extreme—extending Soviet-style planning to the whole 
block under a supranational authority, as Khrushchev 
proposed in 1962—is a recipe for reinforcing Soviet 
dictatorship. The smaller members reject it, and are 
preparing for battle in June. For a man who has 
difficulty in raising his hand for a salute, Mr Chernenkc 
will find it painful to bang the table. 





Self-inflicted wound 


Under Mr Mugabe, Zimbabwe has shot itself 


Mr Robert Mugabe’s government has inflicted a need- 
less calamity upon Zimbabwe’s citizens, and upon its 
reputation. The prime minister and his party have had, 
ever since independence exactly four years ago, a 
parliamentary majority amply large enough to rein in 
the opposition without going outside the law. The path 
they have chosen is that of lawless force, tipping 
steadily down the slope to outright massacre. 

People have been killed in Matabeleland in their 
hundreds—maybe thousands—not even because they 
opposed the government, but because the leaders of 
their tribe opposed it. Whole districts, in the middle of 
the fiercest drought this century, have been reduced to 
near-starvation because the authorities feared that food 
supplies would find their way to “dissidents”. Zimba- 
bwe—see our survey after page 50—began its existence 
with the most advanced society, and the most diversi- 
fied economy, in all black Africa. Now it risks being 
dismissed as just another African mess. 

At independence the Mugabe government set itself 
two correct objectives and one arguable one: to disarm 
the people after 15 years of civil war; to strengthen the 
economy, skewed by as many years of phoney autarky; 
and, the arguable point, to unify the political leadership 
behind Mr Mugabe and his Zanu (PF) party. But it 
pursued these objectives by means that probably make 





the first and third objectives, at least, unattainable. The 
missing ingredient was respect for the rule of law 
Without it people have neither laid down their guns noi 
accepted the primacy of Zanu. 

Repression -at first sight seemed a short cut 
political ends. If a legally constituted court threw ow 
the case against a soldier or airman accused of sabotage 
they rearrested him, South African style, on a detentior 
order. This was done both to whites and to blacks 
former officers of the two out of three rival civil-wa) 
armies not controlled by Mr Mugabe’s former faction 
Then they progressed by similar methods to the repres 
sion of the chief black opposition party, which has it: 
main base in the country’s Ndebele tribe. Soon they 
were regarding the whole of that tribe as enemies, anc 
by so treating them making them just that. 

Of course a decade in prison, and half a dozen mor 
years as an exile on the run, are not the ideal trainin; 
for a constitutional head of government. Mr Mugabe i: 
a product of his country’s bloody recent history. But hi: 
democratic majority is sure: he truly does not need tc 
behave any more as a persecuted victim. He could us 
his unrivalled power, if he wished, within the law, t 
reconcile, not re-divide, his country’s people. If he doe 
not, that is an end to the high hopes in which Zimbab™ 
was born four years ago. 





Taut little island 


Sri Lanka won't get peace by prayer or accident. It needs presidential guts 


Paradise cannot sustain a second descent into hell. Sri 
Lanka, the original Serendipity, incinerated its good 
name and a good part of its tourist revenues last July in 
a communal firestorm. Today the same government 
which stood by when Sinhalese mobs took knives and 
torches to their Tamil neighbours is once again allowing 
passions to rise. It has been lucky so far that the 
excesses of Tamil terrorists and of army counter- 
14 





terrorists have been confined to the Tamil enclave i 
the north of the island. But it will take more thai 
serendipity to stop the conflict spreading to the rest o 
Sri Lanka and even across the Palk strait to India. 

The one person who can stop this happening is Sr 
Lanka’s president. But these days the venerable Mr J 
R. Jayewardene looks less like the solution than part o 
the problem. At 76, he should be as secure as | 
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|Our agricultural interes 
— areylelding more 


every year 


Agriculture now accounts for more 
than a third of Booker McConnell’s 
«assets compared with 3% in 1979 and 

shows a return of over 25%. 
We have expanded our interests in agri- 
culture, food distribution and health 
“products. The emphasis is on investing in 


| those areas of our greatest expertise and: 


_ profitability. We have increased the interest 
| in Ibec of New York, the company con- 
-trolling our agricultural interests, from 45% 
~ to 80%, have purchased Bishop's Group, 
with 61 retail food outlets in England, and 


|. Radiance, a US health products business. 


We have now disinvested from spirits, 
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_ the popular (Sinhalese chauvinist) will. 
He had a chance to heal communal wounds by doing 
-a deal with the non-secessionist, non-violent wing of the 
Tamil movement. A draft agreement was worked out 
last winter with the help of an envoy from India who 
promised to bring the Tamils along. The price of peace 
was remarkably low: strengthening and consolidating 
the district development councils, which would give the 
Tamils something of the local autonomy they seek. But 
under pressure from extremists in his own party and the 
Buddhist clergy, the president reneged, leaving the 
moderate Tamils humiliated. The initiative then passed 
o the men of violence on both sides. 


army, which responds to terrorist attacks by mowing 
down Tamil civilians and burning shops and homes. 
And he has talked tauntingly and dangerously about an 


fter a string of scandals in its $4-billion-a-year insur- 
nce market, Lloyd’s of London is starting to persuade 
he world that it is rooting out its crooks. But Lloyd's 
300d name will be restored only when other would-be 
fillains are deterred by the knowledge that fraud leads 
prison. At the moment, they look at Britain’s legal 
ystem and laugh. 7 
_ Self-regulation at Lloyd’s will work only if it rests on. 
| disciplinary procedure which is open, fair and effec- 
ive. Under legislation passed two years ago, Lloyd’s 
ow has a quasi-judicial system, including an appeals 
bunal, which is unimpeachable and (bravo) has 
undertaken to publish the charges, evidence and verdict 
here the defendant is found guilty. But Lloyd’s is not a 
urt of law. It is a club that can charge its members 
nly with the equivalent of wearing hobnailed boots-on 
he squash courts—such offences as actions prejudicial 
) the good name of Lloyd’s, and discreditable, dishon- 
urable or disgraceful conduct. It cannot follow up any 
ima facie evidence of criminal activities which its 
Nquiries may produce. 
Investigations of financial chicanery become a mess 
en they involve several statutory and non-statutory 
bodies (eg, Lloyd’s itself, the department of trade, the 
fraud squad and the inland revenue). These agencies 
ually co-operate a bit; they also trip over one another. 
Each has a different notion of success—Lloyd’s wants 
to throw out the bad apples and the taxman wants to tax 
pe peaches (preferably without litigation). But noth- 
g short of a forged document seems to induce the 
‘aud squad to pursue'a case. 
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The president has made little effort to rein in the. 


Cleaning up Lloyd’s 


3r ain’s legal system against fraud will have to be strengthened 


recent weeks: he has impos 
terrorists moving between Sri Lat 









































Sri Lanka. She too needs a peaceful way out. 

The best thing that could come out of talks between 
Sri Lanka and India would be an unwritten agreement 
whereby India offers quiet help in preventing Tamils. 
from ferrying arms and men across the strait from Tamil. 
Nadu, and Sri Lanka stops its. anti-Indian harangues © 
and resumes its attempt to conciliate its sensible Tamils. ` 
Terrorism sometimes needs counter-terror, but never 
that alone. 





As a result, many fraud cases never reach the courts. 
In those that do, verdicts are often inconsistent. Juries Be 
convict or acquit at whim, because jurymen are out of - 
their depths. Most frauds, particularly in insurance, are 
hideously complicated, and made so by their perpetra- 
tors. Many judges are baffled by the evidence—let 
alone a dozen random jurymen. The director of public 
prosecutions applies what is known as “the 51% - 
Tule”’—he will not bring a prosecution unless there is a 
better-than-evens chance of a conviction. 


Two teeth ea = 
Here are two suggestions to allow the judicial system 
get to grips with fraud. First, give one body responsibil- 
ity for allocating areas of investigation to the gumshoes 
of different agencies and then for co-ordinating their 
findings. That may involve setting up a new statutory 
agency or Creating a special investigations branch within 
an existing agency—preferably within the department 
of trade. 
Second, parliament and the legal authorities should 
consider giving anybody accused of fraud the right to 
waive trial by jury in favour of a commercial court judge 
sitting with, say, two lay assessors (or advisers). For a 
Lloyd's insurance fraud, they could include a compe- 
tent Lloyd’s panel auditor (if one could be found) andi: 
an honest underwriter. Which option would the accused 
usually prefer? Canada’s legal system provides such a 
choice and the evidence there is that many defendants: 
are prepared to put their fate in the hands of a couple of 
experts rather than 12.innocents... Ste eee 































Although 1983 was a difficult year globally, Arab Asian Bank in pursuing the policy clearl 
_ defined in last year’s statement, has achieved a consistent level of profitability, substantially 
: e Pert sits funds, and a gearing ratio of 7.6 times—~one of the best amongst: 
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LIABILITIES l 
(US$ million) 7 a (US$ million) 
Cash & Deposits with - "Deposits from Banks & 

Banks & Financial a oe Customers : 379.160 
Institutions E 158.383; z EJ ; Bankers’ Acceptances 66.598 
Bonds & Investments 46.759 > Liabilities under A oe + 

| Loans & Advances (net a Repurchase Agreements ` 33.259 
of provisions) 384:548 © FRN'’s & CD's” 45.000 
Interest & Other Assets 13.826 Interest & Other Sit 
Fixed Assets 1.328 « Liabilities 10.598 
Customers’ Liabilities - Share Capital & 
under L/C’s & Reserves 70.229 
Guarantees 131.562 07 ‘ Bank’s Liabilities under 

E L/C’s & Guarantees 131.562 
736.406 736.406 
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Our bi market 
is 30000 feet up. 


Herald-26= Tribune 








Because its printed in Paris, London, ever, is 30,000 feet up. The paper sells more 
Zurich, Hong Kong, Singapore and The copies to 58 international airlines than it 
Hague, the International Herald Tribune does in any one country down below. 
has achieved a truly global circulation These airlines buy the Trib because 
pattern, unique for an international news- __ they know it is “must” reading for well- 
paper. Its readership is broadly distributed, travelled executives. And advertisers know 
including business and government leaders _ that the International Herald Tribune 
in 164 countries around the world. reaches their best customers and prospects, 
The Trib's single biggest market, how- athome, in the office - and even on the road. 
Heraldozz. Erib 
er Ocad CN une 
FOUND, SIX MORNINGS A WEEK, ON THE AIRCRAFT OF THESE RESPECTED AIRLINES: AERO MEXICO, AIR AFRIQUE, AIR ALGERIE, AIR CANADA, AIR DJIBOUTI, AIR FLORIDA, AIR 
FRANCE, AIR INDIA, AIR INTER, AIRLANKA, AIR MICRONESIA, AIR ZAIRE, ALITALIA, AUSTRIAN AIRLINES, BALAIR, BANGLADESH AIRLINES, BRITISH AIRWAYS, CAPITOL AIRWAYS, CATHAY 
PACIFIC, CA.A.C, CROSSAIR, CYPRUS AIRWAYS, DELTA, EGYPT AIR, EL AL, ETHIOPIAN AIRLINES, FINNAIR, GARUDA, IBERIA, JAPAN AIRLINES, KLM., KOREAN AIRLINES, LUFTHANSA, 
MALAYSIAN AIRLINES, MIDDLE EAST AIRLINES, NORTHWEST ORIENT, OLYMPIC AIRWAYS, PAN AM, PHILIPPINE AIRLINES, PLA., QANTAS, ROYAL AIR MAROC, ROYAL BRUNEI AIRLINES, 


ROYAL JORDANIAN AIRLINES, SABENA, S.AS,, SAUDI AIRLINES, SINGAPORE AIRLINES, SOUTH AFRICAN AIRWAYS, SWISSAIR, TAP, THAI INTERNATIONAL, TWA, U.T.A. VARIG, VIASA, 
WESTERN, ZAMBIAN AIRLINES 


a a 








Will Pastora have the last laugh? 





Zero scores 


FROM A SPECIAL CORRESPONDENT 


Nicaragua’s anti-Sandinist guerrillas have 
for the first time seized a town, San Juan 
del Norte. This small fishing port of some 
5,000 inhabitants, 170 miles south-east of 
Managua on the Caribbean coast, is a 
long way from the more thickly populated 
west of the country. Nevertheless, its 
apture on April 15th dealt a sharp blow 
~to the country’s ruling Sandinists, who at 
first denied it had fallen, and then on 
Tuesday claimed they had launched a 
strong counter-attack to retake it. 

The guerrilla attack is the third in a 
year: two earlier raids on the town, in 
June and December, failed. The offen- 
sive, by some 500 insurgents of the Revo- 
lutionary Democratic Alliance (Arde), 
was led by a former Sandinist hero, Mr 
Eden Pastora, “Commander Zero”. On 
April 15th, Mr Pastora—who with his 
greying beard looks increasingly like a 
small Fidel Castro—claimed that the stra- 
tegic significance of the attack was in 
securing a beachhead at the mouth of the 
San Juan river. 

Mr Pastora said that he would seek to 
consolidate his position and set up a 
provisional government “within 90 days”. 
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SAN JUAN DEL NORTE 


He claimed he had taken two other small 
towns, Jaloa and Cangrajero. An Arde 
pilot airlifting military supplies in a 
Hughes helicopter said the town of Puer- 
to Castillo farther up the- Nicaraguan 
coast was the next target. 

For the moment, however, the rebels 
were preparing for a Sandinist counter- 
attack. In Managua, the Sandinist de- 
fence minister, Mr Humberto Ortega, 
played down the loss of the town; but his 
brother, Daniel, who leads the Sandinist 
junta, said his forces would retake it. On 
April 16th, the rebels claimed that San- 
dinist boats were attacking them from the 
sea, and the next day the Sandinists 
started claiming success. 

This correspondent entered San Juan 
after a nine-hour boat trip along the river. 
It is a burnt-out ghost of a place, with no 
present inhabitants apart from the hun- 
dreds of Arde guerrillas and 40 Sandinist 
prisoners, A stench of corpses pervaded 
the steamy atmosphere, and at least one 
charred body lay unburied among the 
remains of wooden houses. The rebels 
found only some 80 Sandinist militiamen 
and reservists in the town; all the civilians 


had been evacuated in February. 

Eyewitnesses said San Juan was taken 
after four days of fighting. The guerrilla 
force attacked from the land. Up to 30 
Sandinists were killed, many in ambushes 
outside the town; nine insurgents died in 
the fighting. The small number of Sandin- 
ists defending the town and their appar- 
ent reluctance to counter-attack immedi- 
ately may be a consequence of the 
military pressure the Sandinists are facing 
in the north of the country. 

The change of fortune for Mr Pastora, 
whose previous military performance had 
been dismal, comes after an increase in 
backing for his movement from the CIA. 
Over the past two months the rebels have 
received a big infusion of weapons and 
support as well as instructions on how to 
conduct their operations. “They have 
been under considerable pressure to im- 
prove their performance or the money 
would stop,” one diplomat said. Most of 
the military arsenal comes from Hondu- 
ras, El Salvador and Panama. 

A rebel DC-3 aircraft carrying arms 
crashed mysteriously in northern Costa 
Rica three weeks ago. It was thought to 
have come from El Salvador, and to have 
refuelled in Costa Rica. Your correspon- 
dent visited the site of the crash and 
found the bodies of the seven victims, 
burnt to avoid identification; they are 
thought to have been three Salvadoreans, 
one American and three Nicaraguans. 
Civil aviation authorities in the Panama- 
nian town of David say that Arde planes 
regularly stock up with military cargo 
there, “by prior arrangement with the 
Americans”. Much of the equipment be- 
ing loaded on to a helicopter at Delta, on 
the Costa Rican-Nicaraguan border, ap- 
peared to be brand-new. Some of the 
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rebels were armed with Soviet AK-47 
rifles; others sported Belgian and Ameri- 
can weapons. 

Both the southern- and the northern- 
based rebels are now making an impact 
on the Sandinists. In the north, according 
to official reports, recent fighting against 
Honduran-based guerrillas belonging to 
the Nicaraguan Democratic Force has 
caused hundreds of casualties. Skirmishes 
in an increasingly large area of the coun- 
try keep Sandinist troops on the move. 

A political merger between the two 
groups of rebels seems as far away as 
ever: Mr Pastora repeated in San Juan 
that he would not consider this unless all 
members of ex-President Somoza’s Na- 
tional Guards were removed from the 
northern: rebel group. But there is in- 
creasing evidence of military co-opera- 
tion. Many of the aircraft and boats are 
apparently used by both groups, and 
attacks from the north and south seem to 
be co-ordinated. 

The Sandinists have always considered 
the northern group of rebels, who are said 
to number some 9,000, as the bigger 
military threat, and have large numbers 
of troops tied down there. Mr Pastora’s 
Costa Rican-based group was treated as a 
joke. No longer. His 5,000 guerrillas now 
claim,” rather expansively, to control 
6,000 square kilometres. Mr Pastora said 
there was heavy fighting over much of 
southern Nicaragua, including Nueva 
Guinea, Chontales and the Caribbean 
province of Zelaya, notably in Bluefields. 
Some of the operations in this area, he 
Says, are carried out by English-speaking 
Miskito Indians. 

Economic damage caused both directly 
and indirectly by the rebels is growing. 
Up to half of this year’s coffee crop has 
not been harvested because of a labour 
shortage caused by guerrilla action. So far 
the mining of Nicaragua’s ports, now 
suspended, has not brought the country 
to its knees, though any action that 
stopped the flow of oil into the country 
might well achieve that effect. 

Mr Pastora has suggested that a provi- 
sional government may be set up in 
“liberated” territory in the near future, 
led by Mr Alfonso Robelo, a disillusioned 
former member of the Sandinist ruling 
junta. Such a government is likely to take 
shape only when, and if, the port of El 
Bluff and the nearby town of Bluefields 
are captured. 

Mr Robelo, on a swing around Europe 
this week, said he hoped that military 
pressure would bring political concessions 
from the Sandinists. He is pressing the 
Sandinist regime to agree to terms which 
will ensure that the election due in No- 
vember is a genuinely free one. Among 
his organisation's objectives are an agree- 
ment that the rebels may take part in the 
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election; that the Sandinists should disen- 
gage their own party from the state appa- 
ratus; that civil liberties should be fully 
re-established; and that there should be 
“Latin American supervision” of the 
election, The likeliest set of supervisors 
would be the Contadora group of coun- 
tries, which has been attempting to medi- 
ate between the Sandinist government 
and its adversaries. 

If the Sandinists make no concessions, 
says Mr Robelo, Arde will feel free to 
carry its fight forward. The next stage 
would be for the two Arde forces on 
Nicaragua's heavily forested east coast to 
unite. The force led by Mr Pastora would 
advance northwards while a second force, 
mainly of Miskito Indians led by Mr 
Brooklyn Rivera, advanced southwards 
with the aim of capturing El Bluff and 
Bluefields. They would then begin to 
move westwards towards the more popu- 
lated part of the country. A tightening of 
the military screw, Mr Robelo hopes, will 
persuade the Sandinists to permit truly 
free elections. 


Brazil 


Let us do it 
ourselves 


FROM OUR BRAZIL CORRESPONDENT 





Huge demonstrations have shaken the 
efforts of Brazil's military government to 
ensure that the next president is chosen, 
as the last five were, indirectly by a 
loaded electoral college. Nearly 1m peo- 
ple crowded downtown Rio de Janeiro on 
April 10th in support of a direct election; 


more than Im marched for the same 
cause through Sao Paulo on April 16th. 
Brazil's ruling soldiers have never seemed 
so isolated. 

Their biggest test will come on April 
25th, when congress considers an opposi- 
tion amendment to the constitution, re- 
storing direct election of the president in 
1984 rather than in 1988, as proposed in a 
rival government amendment. The presi- 
dent, General Joao Figueiredo, and his 
senior officers insist that the country is 
not yet ready for direct election. The 
army’s tame Social Democratic party has 
a majority in congress. Even if some 
congressmen do not want to be televised 
raising their hands “against democracy”, 
and stay away, the government should 
have enough votes to deny the opposition 
the two-thirds majority it needs for an 
amendment. But at least 40 Social Demo- 
cratic deputies, and maybe many more, 
are now supporting the opposition 
amendment. 

Vice-President Aureliano Chaves, on 
of four civilians seeking the Social Demo- 
cratic candidacy, has repeatedly support- 
ed a direct election. Even General Fi- 
gueiredo, on a visit to Morocco last week, 
was quoted as saying that, given the 
chance, he would have been the “one 
millionth and one” person at the Rio 
demonstration. The remark was later de- 
nied, but the denial carried little convic- 
tion and added to the disarray within the 
official party. 

The opposition amendment could gath- 
er a momentum of its own. If it is adopted 
by the chamber of deputies, the govern- 
ment majority in the senate is, in theory, 
large enough to block it. But there would 
be enormous pressure on the senate not 
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to frustrate the will of the chamber and, 
according to opinion polls, the will of 
90% of the country. If the amendment is 
rejected by both houses, the millions of 
Brazilians who believe that a free election 
is an essential first step towards tackling 
the country’s economic crisis will have to 
be appeased. 

The script for “the day after”, as April 
26th has come to be known, has not yet 
been written. Some hardline generals 
have not disguised their disapproval of 
the street demonstrations which, several 
have remarked sombrely, are creating a 
mood similar to that before the 1964 
military coup. If the opposition amend- 
ment gets through, General Figueiredo’s 
government would probably prove too 
weak and divided to veto it. If the amend- 
ment is defeated, the opposition parties 
seem undecided whether to call more 
demonstrations, risking a head-on clash 
with the regime, or to talk. 

A compromise may be worked out. 
[he army may agree to dump the likeliest 
winner of an indirect election, a former 
governor of Sao Paulo, Mr Paulo Maluf, 
in exchange for the opposition’s agreeing 
to shelve the demand for a direct election, 
which would probably be won by a man 
who gives the government the willies— 
the governor of Rio de Janeiro, Mr 
Leonel Brizola. Some opposition groups 
are pushing the veteran governor of Mi- 
nas Gerais, Tancredo Neves, as a candi- 
date acceptable both to them and to the 
army. Between now and the inauguration 
day, March 15th next year, the political 
landscape is likely to change out of all 
recognition. 


Chile, Peru and Bolivia 


Feeling the heat 


Attempts by the debt-ridden govern- 
ments of Chile, Peru and Bolivia to 
impose austerity and keep to Internation- 
al Monetary Fund rules are landing them 
in deep political trouble. Unemployment 
is high, and each government's prestige is 
sinking rapidly; demonstrations and 
strikes are spreading. 

In Chile, unemployment is around 
25%. During the “day of protest” against 
the 10-year-old dictatorship of General 
Augusto Pinochet on March 27th, six 
people were killed and more than 200 
were arrested. The general reacted by 
firing his austerity-minded economy and 
finance ministers. This was a possibly 
fatal blow to the dominance of the mone- 
tarist “Chicago boys” over the Chilean 
economy. 

The new economy minister, Mr Modes- 
to Collados, says his priority is to reduce 
unemployment and boost the economy; 
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low inflation and a stronger balance of 
payments are still desirable but less, it 
seems, than they used to be. Mr Collados 
has visited the IMF in Washington, and 
he says it agreed that Chile can spend 
more on creating jobs by increasing the 
public-sector deficit from 4.6% to 5.6% 
of the gross domestic product. His ap- 
pointment is a signal victory for the 
interior minister, Mr Sergio Jarpa, an 
astute conservative politician who had 
pressed hard for more stimulation of the 
economy to calm the protest marchers. 

Nevertheless, the opposition Demon- 
cratic Alliance, led by Mr Gabriel Valdes, 
has again called for President Pinochet's 
resignation and for a return to democracy 
by 1985; and Chile’s Catholic bishops 
have asked for a back-to-democracy time- 
table. The “days of protest” are to contin- 
ue; another will be held in May. 

In Peru, President Fernando Belaunde 
faces growing unrest over his IMF-backed 
austerity policies. His Popular Action 
party lost the local elections last Novem- 
ber, and the country was brought almost 
to a standstill on March 22nd when trade 
unionists staged a protest. Peru is in 
appalling shape even by Latin America’s 
slumping standards; last year real gdp fell 
by 12% and real wages by 25%, while the 
value of exports was down by 11% and 
imports by 39%. 

So the president announced that he was 
changing his economic policy. His econo- 
my minister, Mr Carlos Rodriguez Pas- 
tor, promptly resigned and was followed 
by the whole cabinet. Confusion followed 
when the new government said it would 
stick to Peru’s agreement with the IMF, 
which lasts until July, 1985. Nobody could 
tell whether Mr Belaunde was planning 
an under-the-counter policy shift or 
merely trying to calm rising discontent 
with a political charade. 

In near-bankrupt Bolivia, President 
Hernan Siles Zuazo has come under pre- 
sure from a three-day national strike over 
a new package of austerity measures 
announced on April 12th. This included a 
75% devaluation against the dollar and 
price increases ranging from 110% to 
460% for sugar, bread, oil, rice and petrol 
(at the end of last year, inflation was 
running at 328%). 

Mr Siles took these steps after persuad- 
ing the Movement of the Revolutionary 
Left, led by Bolivia’s moderate vice- 
president, Mr Jaime Paz Zamora, to join 
his fragile coalition; Mr Paz had previous- 
ly kept his distance from the president. 
But Mr Siles’s newly acquired strength 
did not scare the Communist-led Work- 
ers’ Federation, which organised the 
three-day stoppage. It has promised an 
indefinite nation-wide strike starting next 
week if the austerity measures are not 
dropped. 


INTERNATIONAL 
India 


Dog eats dog 
in Punjab 


FROM OUR INDIA CORRESPONDENT 





The killers in Punjab have started killing 
one another. On April 14th the chief 
gunman of the extremist Sikh leader, Sant 
Jarnail Singh Bhindranwale, was shot at a 
tea shop just outside the Golden Temple. 
Bhindranwale blamed the leaders of the 
Sikh political party, Akali Dal. He took 
his revenge within 48 hours. One of the 
two killers was sliced in seven pieces by a 
sharp sword in the manner of a traditional 
Sikh execution of a traitor. The body of 
the other killer, a woman, was found 
later; the owner of the tea shop was shot; 
and the local president of a minor Sikh 
faction was dragged before Sant Bhin- 
dranwale in the temple, forced to confess 


Bhindranwale kills for the cause 


his complicity, and then killed. 

Tension between Bhindranwale’s fun- 
damentalist faction and the less blood- 
thirsty Akali Dal has been rising for some 
months. Sant Harchand Singh Longowal, 
the leader of the Akali Dal, who also 
shelters in the Golden Temple, has ac- 
cused Bhindranwale of endangering the 
future of 5m Indian Sikhs living outside 
Punjab by his murderous tactics. Bhin- 
dranwale in turn accuses Longowal of 
being a traitor to the true Sikh cause. 

On April 13th, the day before the tea- 
shop shooting, shots were exchanged by 
the two sides inside the Golden Temple. 
Both groups (as well as minor Sikh fac- 
tions) now need guns more for self- 
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protection than for fighting policemen or 
Hindus. Bhindranwale relies on the All 
India Sikh Students’ Federation, a group 
of gunmen recently outlawed by the gov- 
ernment. The Akali Dal sponsors a rival 
gang called Babbar Khalsa. 

Over 80% of the several hundred peo- 
ple killed in Punjab during the 20 months 
of Sikh agitation have been Sikhs, mur- 
dered mainly by their own community. 
The liquidation of Sikh extremists by 
policemen and the murders of policemen 
have both been largely inter-Sikh affairs. 
The Sikh extremists started out by train- 
ing their guns on Nirankaris, a breakaway 
sect accused of disrespect to traditional 
Sikh teachings. Now Sant Bhindranwale 
is intent on wiping out everybody he sees 
as a traitor to his holy cause, which means 
still more Sikhs. 

At the weekend Sikh extremists drama- 
tised the ineffectiveness of the forces of 
law in Punjab by invading and setting fire 
to 34 railway stations. The police attribut- 
ed the arson attacks to the Sikh Students’ 
Federation and arrested some 150 mem- 
bers of the banned group. But three more 
railway stations and a post office were 
burned the next day. Armed security men 
have now been put on the trains, and 
tracks are being patrolled day and night. 

Mrs Gandhi has rushed new paramili- 
tary forces under the central govern- 
ment’s command into Punjab, but there is 
bad blood between them and Punjab’s 
demoralised police force. The reinforce- 
ments lack the detailed local knowledge 
needed to track down culprits. And in the 
present atmosphere in Punjab, witnesses 
are too frightened to testify and judges 
too frightened to convict. Gunmen go in 
and out of the Golden Temple with little 
hindrance although it is surrounded by 
armed policemen. 

Two weeks ago the Punjab administra- 
tion was given a new set of powers. It now 
has the right to hold a suspect for 15 days 
without giving any reason. If a statutory 
board gives its approval, a person can be 
held without trial for up to two years, 
compared with the earlier limit of one 
year. Some of these provisions are as 
severe as those Mrs Gandhi took in her 
1975-77 “emergency”, though there is no 
crushing of opposition parties and no 
censorship, apart from the intimidation 
exercised by the gunmen, who have been 
executing uncompliant editors. Yet, de- 
spite these extraordinary powers, the 
Punjab administration has proved woe- 
fully unable to maintain law and order. 

Trade and industry in Punjab, mostly 
controlled by Hindus, have been disrupt- 
ed for months by the communal troubles. 
Now the spring harvest could be hit by the 
reluctance of migrant Hindu labourers to 
venture into the state. Up to 300,000 
Hindus from other parts of north India go 
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to Punjab every year for the harvest. A 
newspaper survey suggests there will be a 
40% drop in arrivals this year. The farm- 
ers, two thirds of whom are Sikhs, are 
trying to get combine harvesters, but their 
import is banned and the local output is 
limited. If the harvest is delayed, grain 
will fall to the ground, germinate in the 
rain and turn from food to fodder. A 
rotting crop is also an open invitation to 
pests and diseases. 

The one indirect gleam of hope is that a 
poor harvest could help turn Sikh farmers 
as well as Hindu consumers against the 
men of violence. Until recently, Sant 
Bhindranwale had great appeal among 
ordinary Sikhs as a charismatic preacher. 
This following could desert him now that 
he is seen to be carrying out a vendetta 
against his Sikh brethren. And with the 
rivalry between Bhindranwale and the 
Akalis out in the open, Sant Longowal 
and his colleagues could be driven to 


Sshhh... 


FROM OUR PEKING CORRESPONDENT 


accept a police crackdown on the fugitives 
in the Golden Temple. But this week the 
government said again that it has no 
intention of violating the Sikhs’ most 
sacred shrine. 


Kampuchea 


Hard blow, but 
less than fatal 


FROM OUR BANGKOK CORRESPONDENT 





Vietnam's army in Kampuchea pushed its 
dry-season offensive against the Kampu- 
chean resistance into top gear over the 
weekend of April 14th-16th. At the head- 
quarters of Mr Son Sann’s Khmer Peo- 
ple’s National Liberation Front (KPNLF) 
at Amphil, there had been intelligence 
tips that an attack was imminent. When it 
came, many of the defenders were still 


More than a matter of flap between foreign ministers Howe and Wu 


Britain continues ever respectful of con- 
fidentiality. After long meetings be- 
tween Britain's foreign secretary and 
Chinese leaders in Peking this week, 
cautious spokesmen revealed that there 
are still “significant points of disagree- 
ment” between Britain and China over 
the future of Hongkong and that it is 
“too early to judge when a Satisfactory 
agreement can be reached”. Still, the 
British do not rule out doing a deal by 
China’s unilateral deadline of 
September. 

Sir Geoffrey Howe is promising a 
fuller progress report in Hongkong, 
which will not be difficult. The British 
team is taking no chances with the jittery 
Hongkong stock market; its man is 


scheduled to talk to the press on April 
20th, after the exchange will have al- 
ready closed up shop for the Easter 
weekend. 

Lest the lack of Hongkong news disap- 
point, a few bilateral agreements were 
rustled up for signing at the end of Sir 
Geoffrey's three-day visit: a British con- 
sulate to be opened in Shanghai and a 
Chinese one in Manchester; diplomatic 
privileges and immunities for Chinese 
officials in Hongkong, which they al- 
ready enjoy. The British say that the 
Chinese wanted these rights formalised. 
For China this amounts to tacit recogni- 
tion of British authority in Hongkong. A 
bit late, though, just when London is 
negotiating it away. 
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uropcar Super Service 
the executive touch 
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Rent a car from Europcar to drive to that important meeting. With our friendly assistance to help you on 
your way, you can concentrate on your business priorities. To meet your travel requirements, Europcar hasa 
wide range of fine cars with or without a chauffeur, and there are Europcar offices at convenient locations 
throughout Europe, Africa and the Middle East. 

In Britain, Europcar is the largest car rental company with over 270 offices nationwide, including offices 
at20 major airports and 72 Inter-City rail stations. Our chauffeur driven service, also Britain's largest, is available 
at Heathrow, in Central London and 20 key towns and cities. 

To reserve a car, have your secretary call Europcar’s Central Reservations office 01- 950.5050 or your 
travel agent. Professionals rely on professionals, and Europcar Super Service has that executive touch. 
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In the U.S. and Latin America, it's National Car Rental 
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he trading profits of the Bank 
andäts subsidiaries for the year 
ended 31 December, 1983, 
including the Bank's share of associated 
companies profits. amounted to 

£308 million. After deducting interest 
-oriloan capital the profit before taxation 
‘was L268 million, compared with £242 
ilion in 1982. 

“This increase in pretax profit of H 
per cent over the previous year reflects a 
easonable overall performance when 

account is taken of the difficult world 
jing background, which resulted in a 
ignificantly higher level of bad debr 
‘ovisions a the loan portfolio, the 
mount rising from £83 million to £134 
lion. The net effect of exchange 
movements on profits was almost neutral. 
After deduction of taxation and 
minority interests, the profit attributable 
_ toshareholders excluding extraordinary 
tems amounted to £114 million. On the 
basis explained in the notes to the 
counts, the calculation of earnings per 
share takes into account the Tig hts issue 
_ Of last May, and amounts to 77.1 pence 
_përsharefor the year, compared with 
<7 pence per share in the previous 
syear oo. 















Arising from the Chancellor's 
proposed o the Bank has decided 
to. make full prov ision for deferred 
taxation on United Kingdom equipment 
‘leasing; con N e a charge of £36 
million has been included in extra- 
dinary items. This is partly offset by a 


-amajor office building in California. 
sAn interim dividend of 9.5 pence 
er share was paid in October and the 
recommendation of the Board is for a 
final dividend of 18.5 pence. The total 






profit of £24 million following the sale of 


payment for the year of 28 pence per 
share on the increaséd capital is covered 
2.8 times by earnings. - 

In May share halders provided £98 
million netof expenses in new equity by 
way of a rights issue. In November 
US8200 million of subordinated capital 
debt was raised by an issue of floating 
rate notes and the proceeds were received 
in early January 1984. Capital resources 
were also augmented by retained profits 
before extraordinary items of £70 million. 
These developments have enabled the 
Group to sustain a continuing large 
investment programme in buildin 
and equipment. as well as to ree 
further growth in our various banking 
businesses. The contin uing need to 
maintain our capital ratios is well before 
us and | further surplus asset disposals 
will take place: 

By the end of 1983 total share- 
holders funds stood at £1,270 million 
and total capital employed in the Group, 
including loan capital and minority 
interests, amounted to £1,919 million. 

In 1983 the Group encountered 
widely varying business conditions as 
the world emerged from the depths of 
the recession. In some areas the Group 
achieved encouraging gains and, among 
these, it is particularly pleasing to record 
the strong performance of the sub- 
sidiaries in South Africa and California: 








this reflects much credit on the efforts of 


the local management in these highly 
com a markets. 

In the rest of Africa good tracing 
results were diminished in sterling 
terms by a numbe rof currency devalua- 
tions, as several Governments strove to 
implement policies of adjustment toa 
more difficult external environment. 

Confidence factors dominated the 


banking sector in Hong Kong last year 


and we had to make substantial 
provisions in-respect of some manufac- 
turing companies which were damaged. 
by the property market situation. 
However, there was an impressive 26 per 
cent increase itt exports in 1983 which is 
remarkable ev idence of the Hong Kong 
economy's resilience and. adaptabil ity in 
responding to opportunity. In Malaysia 


and Singapore, where trading perform- 


ance was rather flarsresults were 
enhanced by exchange ı rate movements, 
as compared with 1982. i. 

In the United Kingdom 6u 
sale businesses in the City had a success- 
ful year and Chartered Trust swung: 






~ back into profit. However, our regional 


commercial banking performed poorly,” 
incurring heavy provisions, and steps” 
are being. x taken tw improve it. Following 
the acquisition of the outside share- i 
holdings in Midland and International 
Banks, a Private Act was passet dtor, 

enable MAIBL to be merged with 
St ndard Chartered Merchant Bank 
with effect from 31 December, 1983, 
thuscrea mel of the largest merchant 

banks in the > City i 

Towards:the endiof last year we 

announced our intention of applying to 
join the Bankers Clearing House. We 


have since agreed to a temporary defer- 


ment of out application because the 
Clearing Banks first wish to undertake a 
thorough review of the implications of 
wider membership. 

Plans to reorganise the Standard 
Chartered Group, so that “Standard 
Chartered” becomes the name of the 
Bank as seen by the public more widely 
around the world.are in-hand and are 
expected to be well advanced by the end 
of 1984. 
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Blown to Jericho 


FROM OUR ISRAEL CORRESPONDENT 





Joshua may never have fit the battle of 
Jericho. Instead of turning left when he 
led the children of Israel across the 
Jordan, he probably turned right to the 
north. This hypothesis emerges from 
piecing together the latest findings of 
Israeli bible scholars and archaeologists. 

According to Deuteronomy, Joshua 
had no business in Jericho. Moses had 
ordered him to head for Mount Ebal, 
near Nablus in the north, on the very day 
of the crossing into the promised land, 
and there to build an altar (Deuterono- 
my 27). Did Joshua follow the script? 
The Book of Joshua says that he did not; 
instead, he first went south, and it was 
only after knocking down Jericho that he 
turned to building the altar on Mount 
Ebal and settling his people in their new 
homes. But archaeologists have now 
discovered that in the early twelfth cen- 
tury BC, when the Israelites’ trumpets 
were supposed to have brought those 
walls tumbling down, there was no such 
place as Jericho. 

“Joshua's altar” has been found, com- 
plete with the remains of ritually purified 
sacrificial animals. It was in the right 
place, at Mount Ebal, and it has been 
dated to the right period, the twelfth 
century BC, by the pottery found near- 
by. The clincher, picked up among the 
altar stones, is the Egyptian scarab which 
was fashioned during the second half of 
the reign of Rameses II, the pharaoh 
who would not “let my people go”. 
Archaeologists are not calling it Joshua’s 
altar, because they say there is no proof 
that the son of Nun existed. But they 
admit that their findings on Mount Ebal 
match the descriptions in both Joshua 
and Deuteronomy. 

The new find has been hailed by 
proponents of Israeli settlements in the 





feeling the effects of Khmer new year 
festivities. The Vietnamese swiftly over- 
ran the camp’s outer defences. After 
several days of fighting the main camp's 
fate remained uncertain. 

The Vietnamese also hit the KPNLF’s 
southern base at Sok Sonh and a Khmer 
Rouge base at Ban Charat, on the north- 
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West Bank as a link in the transcenden- 
tal thread which, in their eyes, leads 
eventually to modern Jewish settlement 
in this portion of the promised land. 
Palestinians have protested against polit- 
ical exploitation of the find, particularly 
because Alon Moreh, which was the first 
Israeli village established in Samaria un- 
der the Begin government, is just behind 
Ebal. 

But the angriest reaction has come 
from the Samaritans who believe them- 
selves to be the true Israelites of the 
north. For this almost vanished commu- 
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All in the imagination? 


ern border with Thailand. Intermittent 
fighting has been reported from the major 
Khmer Rouge stronghold at Phnom Ma- 
lai. The third Kampuchean resistance 
faction, headed by Prince Norodom Siha- 
nouk, seemed another probable target. 
Some eight Vietnamese battalions were 
said to have assembled within easy strik- 
ing distance of the faction’s only base, at 
Tatum. The Sihanoukists chose not to 
wait; as the fighting appeared to come 
closer, they evacuated most of the camp’s 
32,000 inhabitants to Thailand. 

The offensive has dislodged some 
75,000 to 80,000 Kampucheans from the 
camps, and many of them have fled into 
Thailand. But so far, although the attacks 
have involved rather more than the 
“clean-up operations” to which Viet- 
nam’s foreign minister has referred, they 
have not been a crippling blow to the anti- 
Vietnamese forces. 






nity, which still clings to the foot of its 
holy Mount Gerizim, there is a curse on 
Mount Ebal, across the biblical Valley of 
Shechem (modern Nablus). ‘Thou shall 
put the blessing upon Mount Gerizim 
and the curse upon Mount Ebal”, says 
Deuteronomy. Ebal is indeed bald and 
bleak while Gerizim is lush with trees. 
Never having been sent into Babylo- 
nian exile, as the sons of Judah in the 
south were, the Samaritans say they have 
offered up the paschal lamb at every 
Passover since the original Israelite set- 
tlement on what they claim to be Josh- 
ua’s original altar. But scholars who have 
examined the Samaritans’ altar think it is 
a thousand years younger than the new- 
ly-discovered remains on Mount Ebal. 



























































The Khmers Rouges, much the biggest — 
and best supplied of the three resistance 
factions, are thought to have lost impor- 
tant stocks of food and equipment in — 
recent weeks. However, the KPNLF'’s 
losses seem less significant. This group 
had apparently moved its guerrillas and — 
resources away from the Thai border, 
although it may have lost a lot of vital 
supplies. i 

The Vietnamese attacks on border 
camps are hurting their civilian inhabit- 
ants more than the guerrillas operating 
from them. Still, Vietnam’s new offensive 
provides a blunt warning that it can still 
strike hard and with little warning at 
targets such as Amphil. It has also put — 
new pressure on guerrillas in the Kampu- 
chean interior—with new help. The Viet- 
namese troops have been supported, dur- 
ing the past two months, by Soviet-built — 
helicopter gunships. 
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__ FROM OUR ISRAEL CORRESPONDENT 


Some Israelis believe that a new cycle of 
_ terrorist attacks on civilians inside the 
country is beginning. On April 12th a 
hijacked bus from Tel Aviv was taken as 
far as the Gaza Strip by four Arabs, who 
_ were killed, along with one of their 35 
> hostages, in the Israeli army's rescue 
_ Operation. On April 2nd three men 
= armed with guns and grenades wounded 
= 48 people in central Jerusalem; one of 
` them was killed and the other two were 
` Captured. On February 24th a grenade 
that exploded prematurely in a terrorist’s 
~ hand wounded 21 people in Jerusalem. 
Interrogation of the three captured 
= hijackers suggests that the two earlier 
Operations marked the debut of a new 
= joint command established in Damascus 
= by the Palestinian groups headed by Mr 
_ George Habash and Mr Naif Hawatmeh. 
_ The gunmen were Lebanese Shias from 
_ Sidon, who had entered Israel from Leba- 
= non with forged passports and picked up 
~ their arms from caches in the Hebron 
district of the West Bank. The arms, 
= which were mostly of Polish origin, are 
thought to have been brought from Syria, 
through the Golan Heights, by Druzes. 
The complex organisation involved in 
all this is seen by Israeli experts as evi- 
= dence that Syrian intelligence has been 
_ orchestrating the terrorist actions. They 
A regard the attack on the bus, however, as 
=~ being linked with a new bid by Syria, 
____ Libya and Algeria to patch up the bitter 
- and often bloody quarrels among rival 
= Palestinian factions. 

Israeli intelligence sources say that Mr 
Yasser Arafat was due to meet Mr Ha- 
bash and Mr Hawatmeh in Algiers; and 
= that, to make this meeting possible, Mr 
refa has sent his two antagonists a 
position paper in which he indicates that 
he would make his peace with Syria, 
© would make no more moves towards 
_ negotiation with Israel and would accept 
_ the demand for a collective leadership of 
= the Palestine Liberation Organisation. 
_ The paper is said to state that, “Israeli 
= society must be destabilised from within, 
by taking advantage of a pre-election 
= period and by bringing about the eco- 
= fhomic deterioration of the Zionist 
" entity”. 

: It is reckoned that Mr Arafat needed to 
demonstrate his credibility before the 
= meeting and that a secret Fatah group in 
= the Israeli-occupied Gaza Strip was there- 
_ fore ordered to hijack the bus and take it 
_ into Egyptian territory, where pro-Pales- 







tinian elements would protect the group 
while it bargained with the hostages’ 
lives. Although Mr Habash’s group said it 
had carried out the operation, the pro- 
Arafat Palestinian news agency that oper- 
ates from Tunis was able to name the four 
hijackers. 

The double objective of the hijack, it is 
thought, was to give Israelis a shock just 
before Passover, which began on April 
16th, and to test Egypt’s avowed support 
for the Palestinian cause against its al- 
ready shaky commitment to relations 
with Israel. 


South Korea 


Remembering 
martyrs 


Five days of demonstrations in the capi- 
tals universities have made South Ko- 
rea’s policemen decidedly frustrated. 
Their normal reaction—to throw the ras- 
cals behind bars—has been ruled out by 
the government, which wants to put a 
good political face forward for the visit of 
Pope John Paul at the beginning of May. 
To this end more than 200 students have 
been released from jail this year and, to 
the chagrin of the police force, many of 
them took part in the campus upheavals 
from April 6th to 13th. 

The demonstrations involved more 
than 3,000 students at three universities in 
Seoul. The issue was political reform, 
thinly disguised as a push for campus 
democracy and an end to government 
interference in the universities. The 
meetings were peaceful until the students 
tried to march into the city and policemen 
prevented them. In the ensuing clash, 
more than 30 demonstrators were 
injured. 

The churches, Roman Catholic and 
Protestant, have long been a focus of 
dissent in South Korea. Tight security and 
surveillance make it unlikely that there 
will be any noticeable unrest during the 
Pope's visit. But the Catholics have en- 
sured that political memories will be 
awakened by including the city of Kwang- 
ju on the papal itinerary. Kwangju is one 
of three main Catholic centres in Korea, 
so the government could hardly have kept 
the Pope away. But for many Koreans it 
has another significance. In May, 1980, 
200 people died there when an uprising 
was brutally suppressed. The incident led 
to General Chun Doo Hwan’s seizure of 
the presidency. During the course of his 
visit the Pope will be canonising 103 
Korean martyrs from centuries past. In an 
open-air mass at Kwangju on May 4th he 
will, by implication, commemorate some 
more recent martyrs as well. 


age aa 
Not that ghastly 


FROM OUR LEVANT CORRESPONDENT 


On top of all their other tribulations, the 
Lebanese are now trying to give them- 
selves bad memories. Friday, April 13th, 
was the ninth anniversary of the outbreak 
of Lebanon's civil war. It was also the 
occasion for a repetition of claims—re- 
cently endorsed by Lebanon’s President 
Gemayel—that 100,000 people have been 
killed in those nine years, even excluding 
the casualties during the Israeli invasion 
of 1982—a figure itself much given to 
exaggeration. This is hideously exagger- 
ated. It would mean about 30 deaths a 
day since 1975. Nothing like this has 
happened. 

There was not all that much real fight- 
ing, though there has been a great deal of 
firing of assorted weapons. The serious 
fighting was sporadic; there were weeks 
and even months on end when there were 
virtually no hostilities. The war was also 
geographically patchy: for several years 
the Chouf area and southern Lebanon 
and most of the Bekaa Valley were peace- 
ful. Even in central Beirut cement build- 
ings give a fair amount of protection to 
combatants and civilians, and the figures 
issued by the opposing sides suggest that 
the real casualty figure was, at most, a 
quarter of the 100,000 cited by Mr 
Gemayel. 

Casualties for the five main communi- 
ties—Maronites and Greek Orthodox 
Christians, Sunni and Shia Moslems and 
Druzes—vary considerably. The Shias 
probably suffered most, followed by the 
Maronites, because most of the firing or 
fighting has been along the “green line” 
dividing Beirut, and it is the Shia and 
Maronite areas that lie on either side of 
that line. The Sunnis did not suffer much, ~ 
because the Sunni-majority area of west 
Beirut, and the Sunni towns of Tripoli 
and Sidon, were only occasionally hard 
hit. The Druzes went largely unscathed 
because, until last September, their 
Chouf homeland was outside the combat 
zone. 

Casualty figures can have a political 
impact. One Arab example of how this 
can work is the claim by the Palestine 
Liberation Organisation that 20,000 Pal- 
estinians were killed during the Black 
September crackdown in Jordan in 1970. 
The actual toll was probably 2,000. But 
because Mr Yasser Arafat clings to the 
higher figure, it has stood in the way of a 
reconciliation between the PLO and King 
Hussein, who is held responsible for this 
“genocide”. Exaggeration of the casual- 
ties in Lebanon will not help peace- 
making there. 
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Everybody hears about money which 
does not reach those it was intended for — about 
third world government ministers with foreign 
bank accounts. 
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for your knowledge of two thirds of the world? 
If you work in national governments, multilat- 
eral aid agencies, the media, policy research or 
international business, you need to know which 
third world countries are being well managed, 
which are not. The Economist Development 
Report is an important new publication to 
help fill this information gap. 

The Economist Development 
Report will scrutinise developing 
countries, their development 
nolicies, the aid they receive. Its ear 

ill be close to the ground. 
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light what matters in 12 concise 
pages cach month. 
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Worse things happen at sea 


Poor Mediterranean. The countries on its 
shores cannot agree even on rules for 
keeping its waters clean. Representatives 
of the 15 governments concerned, plus 
the EEC, met in Athens on April 13th to 
talk about a report produced by the 
United Nations’ Mediterranean Environ- 
ment Programme on sewage pollution 
wound beaches in the area. Sensibly, the 
report said that the countries should 
adopt a common standard, so that the 
beaches of Tunisia, say, could be com- 
pared to those of Jugoslavia. No luck: 
some countries said that the standard the 
UN suggested conflicted with the stan- 
dard they used already. Other countries 
think the whole business too elaborate 
and expensive. 

They did at least agree that there is a 
problem. A quarter of the beaches mea- 
sured by the UN group were dirty enough 
to be reckoned a health hazard. The 
worry is that, when untreated sewage is 
discharged into the sea, microbes breed- 
ing in the water can give bathers stomach 
disorders, or, worse, typhoid or cholera. 

Those at risk are not, for the most part, 
tourists spending their holidays in resorts, 
though they can be victims too. The 
dangerous beaches tend to be near large 
cities, such as Marseilles, Athens or Gen- 
ya, which produce the big outpourings of 
sewage, The people likely to suffer are 
the residents of these towns when they 
nip off to the local beach for the day. 
Some countries—France and Italy, for 
example—have fairly  strictly-enforced 
rules for warning bathers not to use such 
beaches when pollution levels are high by 
sticking flags or signs on them. Others— 
such as Greece and Tunisia—have weak 
rules or none. 

Shellfish cause an additional problem: 
they get infected by microbes and then 
pass on the infection, as anybody who has 
eaten bad shellfish well knows. Cooking 
kills off most of the dangerous bugs. But a 
survey of shellfish taken from 50 areas in 
France, Greece, Italy and Jugoslavia 
showed that over 90% were unsuitable to 
be eaten raw. The UN group says that, in 
countries with effective health inspection, 
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shellfish which are bought in markets are 
likely to be all right. But many small 
restaurants buy directly from fishermen, 
and tourists foraging for shellfish may 
make themselves ill. The group suggested 
that Mediterranean countries should 
adopt a standard of purity for water in 
areas where seafood is gathered. That too 
was rejected. 

Sewage may also be responsible for the 
blooms or plagues of jellyfish that afflict 
many popular beaches. The jellyfish is a 
mysterious beast: the world’s jellyfish 
experts have been meeting under the 
UN’s auspices to try to decide what 
causes these blooms. They are still not 
sure. But it may be that the conjunction 
of the right temperature and an abundant 
food supply, which sewage provides, 
leads them to multiply. 

There is a simple solution to these 
problems: treat sewage. At present, 90% 
of the sewage poured into the Mediterra- 
nean is untreated. Most of the large towns 
do treat some of their waste; and sewage 
from small communities does not matter, 
because the sea itself treats low concen- 
trations of it efficiently. The danger 
comes from cities—Athens, for in- 
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stance—which have inadequate facilities. — 
Unfortunately, treatment plants are ex- 
pensive. Marseilles is building ifself a 
comprehensive system, which will cost- 
some $100m. It is difficult to persuade — 
local or national governments to spend — 
that sort of sum on what some see as — 
cosmetics. 

Human waste is in any event only one 
aspect of the Mediterranean problem. It 
may hurt the tourist trade, but it does not 
much harm the sea’s ecology. It can be | 
positively good for fishermen: sewage is — 
full of food to fatten fish stocks. The — 
Mediterranean is naturally very low in 
other nutrients, which is why the waters 
of its crowded beaches are—or used to — 
be—so attractively limpid. 

More worrying are the industrial pol- 
lutants—oil, metals, and chemicals— 
which get dumped into the sea, They 
com? mostly from countries on the sea's 
northern shores. Being enclosed, and 
relatively calm, the Mediterranean is less — 
able to disperse these pollutants and — 
break them down than an ocean like the — 
Atlantic. The UN reckons that around 
800,000 tonnes of oil a year get into the — 
Mediterranean because of accidents and 
leakages, or mixed with ballast water 
from ships. Even here, the effects are not _ 
certain. In concentration, oil kills off- 
marine life. There have been reports of — 
shellfish contracting cancer after encoun- 
tering oil slicks. Most of the oil, however, 
arrives in small quantities, and is broken 
down naturally, ending up as ugly but 
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harmless balls of tar on beaches. 

The biggest uncertainty surrounds the 
slowly rising concentrations of metals 
such as copper, cadmium, zinc, lead and 
mercury. These gradual increases may 
eventually cause serious harm; but at 
present the effects of these hazards are 
difficult to measure, and some of them 
may not be caused by industry. 

Copper occasionally turns shellfish an 
unappetising green, but does not poison 
them. Mercury has been a particular 
worry since the disaster in Minamata bay 
in Japan, when several people died and 
many others were disabled because a 
factory had been depositing mercury into 
the sea for 30 years. Levels of mercury 
reckoned to be dangerously high have 
been measured in Mediterranean tuna. 
That caused a panic until samples were 
taken from museum specimens of tuna 
caught last century. Their mercury levels 
turned out to be as high, so the phenome- 
non could easily be natural. The UN 
group concludes that mercury levels are 
not at present a worry, except for those 
who eat tuna twice a day. 

These distant concerns are less likely to 
get serious attention than the problem of 
keeping beaches clean. Countries with a 
large tourist industry know that they have 
to do that. The UN has been trying to 
address the pollution problem as a whole, 
by drawing up an agreement on how 
countries should stem the flow of all types 
of pollutants into their waters. So far only 
six countries have ratified it by passing 
the necessary legislation. Italy, Spain and 
Greece, three of the biggest polluters, are 
still saying they will—but not acting. 


Italy 
Breaking stride 


FROM OUR ROME CORRESPONDENT 





The confident pace of Mr Bettino Craxi, 
Italy’s prime minister, has been slowed a 
Stride or two. A nine-day talk-in staged 
by Communist opposition deputies, 
speaking 20 hours a day, has put paid to 
his hopes of winning prompt parliamenta- 
ry approval for a decree which reduces 
the automatic increases of the scala mo- 
bile—Italy’s wage-indexation system. The 
filibuster caused the decree, which had to 
be approved by parliament within two 
months of being issued, to lapse. A vote 
of confidence on April 16th, which con- 
firmed the Socialist-led five-party govern- 
ment’s support for the decree, came too 
late to be more than a band-aid. 
Although embarrassing for Mr Craxi 
and his Socialist party, the frustrating 
filibuster may not make all that much 
difference in practice. A second decree 
was issued after a cabinet meeting the 
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Off-pace Craxi 


following day. The new decree went far 
towards meeting the conciliatory sugges- 
tions of Mr Craxi’s Christian Democratic 
allies in the government. Both they and 
the tiny but influential Republican party 
have warned Mr Craxi of their unhappi- 
ness with his taste for head-on clashes 
with the Communists. 

The new decree has a life of six months, 
not a year as originally proposed. Since 
the wage cuts in the original decree were 
to take effect in the first six months, the 
change is slight. Talks on the next round 
of cuts in the scala mobile will be brought 
forward. But Mr Craxi’s assertive leader- 
ship—which he and his supporters call by 
the unappealing name of “decisionism”— 
has taken a sharp slap. 

The Communist party has celebrated 
the lapse of the government's first decree 
as a victory in its “grand battle” to retain 
the scala mobile. Honour satisfied, the 
Communists now seem likely to moderate 
their opposition to the watered-down sec- 
ond version, which should allow it to pass 
tranquilly through parliament. 


Soviet Union 


As you were 


FROM OUR MOSCOW CORRESPONDENT 





The similarities between President Kon- 
stantin Chernenko and his late mentor, 
Leonid Brezhnev, have been brought 
home in a series of public appearances by 
members of the Soviet leadership in the 
past week. After the 15-month Andropov 
interlude, during which there was at least 





talk of the need for urgent change, the 
guiding image at the Kremlin is once 
again of conservative veterans snug in 
their positions of power 

Mr Mikhail Gorbachev, whose name is 
seldom mentioned in the western press 
without the epithet “youthful”, may have 
secured the position of heir-apparent. 
But when Russian leaders gather, as they 
did for the meeting of the Supreme Soviet 
on April 11th-12th, he is relegated to the 
second row behind the septuagenarian 
caucus of President Chernenko, the for- 
eign minister, Mr Andrei Gromyko, the 
defence minister, Marshal Dmitri Us- 
tinov, and the prime minister, Mr Nikolai 
Tikhonov. 

Before he became seriously ill last year, 
the late Yuri Andropov had a different 
style. He surrounded himself with men 
who wanted change, less because they 
were young than because they owed little 
to the old system of political croneyism 
and because they genuinely believed that 
the economy needed shaking into life. 

Mr Chernenko has little of his prede- 
cessor’s distaste for the cruder forms of 
self-promotion. The army newspaper 
Krasnaya Zvezda (Red Star) put out last 
week a heroic and perhaps embellished 
account of his military career as a border 
guard fighting Moslem guerrillas in the 
1930s—a tale of fierce foes, which must 
have reminded readers of how much the 
Russian army is smarting in Afghanistan. 

But it is outside the high walls of the 
Kremlin that there is the strongest sense 
of déja vu. It is now easy once again to 
persuade a traffic policeman to overlook 
an offence by slipping him a five-rouble 
note, or to obtain scarce goods by under- 
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the-counter deals. Limousines again hog 
the fast lanes on Moscow streets, in a 
display of official arrogance Andropov 
was particularly keen to eliminate. 

And the Moscow rumour-mill, so quiet 
for most of Andropov’s reign (except for 
theories about the president’s health), is 
turning once more, with reports that high 
officials arrested for corruption are being 
pardoned by the country’s new leader. 
One suggests that the former interior 
minister, Mr Nikolai Shchelokov, who 
was dismissed by Andropov and faced 
trial for taking bribes, has had all charges 
against him dropped. The death sentence 
passed last November on Mr Yuri Soko- 
lov, a prominent Moscow store manager, 
is said to have been commuted to five 
years in a relatively comfortable jail. 

Some say that such stories are being 
planted by opponents of corruption, par- 
ticularly inside the KGB, incensed at the 
apparent return to the easy-going ways of 
the Brezhnev era. Perhaps so. But then 
the planters presumably believe that they 
are sowing in fertile soil. 


West Germany 


Don't write it 
down—or up 


FROM OUR BONN CORRESPONDENT 





“Auschwitz lies,” as they are popularly 
known in West Germany, could become 
punishable by a year in jail under a draft 
bill that is awaiting its second reading in 
the Bundestag. Under a compromise 
hammered out this month between the 
ruling coalition’s parties, the draft no 
longer forbids word-of-mouth assertions 
that there were no gas chambers in 
Auschwitz, or similar efforts to white- 
wash the Nazi period. The legislation 
would apply only to the written word. But 
it would cast a wide net, especially with 
the addition that finally won the draft the 
support of Bavarian-based Christian So- 
cial Union (CSU), 

This addition would ban defamation 
not only of the Nazis’ victims but also of 
German victims of “other despotic and 
arbitrary governments”. That may be 
read as meaning that it would become a 
crime to deny, in print, that Germans 
suffered under Stalin or that ruthless 
methods were used to drive Germans out 
of Czechoslovakia and Poland in 1945. 

There is a good deal of vagueness in the 
proposed legislation’s main provisions 
about neo-Nazi propaganda. Going be- 
yond the existing ban on incitement to 
racism, the aim is to forbid imports of 
racist material, and also to ban what the 
government describes as “hypocritical 
pamphlets” that disguise “subliminal 
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Remember history, don't legislate it 


anti-semitism” as academic discussion of 
history. 

Such elasticity in defining a crime might 
well seem a civil libertarian’s nightmare. 
But misgivings of that sort appear to have 
been drowned in the parties’ competitive 
display of anti-Nazi enthusiasm. It is the 
liberal Free Democrats, the self-styled 
watchdogs of civil liberties, who have 
pushed this legislation, primarily as a 
stick with which to beat their right-wing 
CSU coalition partners. 

Most of the draft bill’s few vocal critics 
agree that they want a tighter ban on any 
glorification, approval, or denial of the 
Nazis’ acts of genocide. They would like 
to forbid the possession of anti-Semitic 
material as well as its circulation, and to 
extend the scope of the current bans on 
incitement to racial hatred, displays of 
Nazi memorabilia, the “Heil Hitler” sa- 
lute and the writing up of anti-Semitic 
(and anti-Turkish) graffiti. On the other 
hand, the weekly Die Zeit fears that neo- 
Nazis will be given a new platform if they 
are taken to court. And the counter- 
culture daily, the Tageszeitung, fears that 
legislating against the opinions of the 
right could quickly lead to legislating 
against those of the left. 


The Vatican 


Right turn 


Pope John Paul got a noisily cheerful 
reception from a crowd of 220,000 young 
people in St Peter’s Square on April 14th 
when he urged them to open their hearts 
to let divine influence work better in the 
world. The Pope has also acted on a more 
mundane level to achieve the same wish. 
By the administrative shake-up he had 
announced the previous week in the Cu- 
ria, the church's central administration, 
the Pope has arranged to give himself 








EUROPE 


more time for dealing with the world 
outside Rome. 

One part of this reshuffle has been 
widely misinterpreted. The Pope has 
handed over his time-consuming respon- 
sibilities as ruler of the Vatican city-state 
to 69-year-old Cardinal Agostino Casar- 
oli. But this is not the promotion to “the 
church’s number two” for the cardinal 
that some people have seen it as. Cardinal 
Casaroli remains secretary of state, but 
two important posts he previously held 
have been given to other men. Cardinal 
Sebastiano Baggio is to run Vatican City 
itself, including its financial affairs. Car- 
dinal Agnelo Rossi will be in charge of 
the Vatican’s estates. Cardinal Casaroli, 
who ran into criticism for alleged softness 
in his dealings with the communist world 
in the 1960s and 1970s, has in effect been 
kicked upstairs. 

Another key appointment is that of a 
Belgian Dominican, Archbishop Jérome 
Hamer, as head of the Vatican depart- 
ment that deals with the church's 1m nuns 
and įm monks. The Pope has for some 
time been urging these members of reli- 
gious orders to return to a more other- 
worldly view of religious life, and get less 
entangled in politics. 

Archbishop Hamer is likely to throw 
himself into this task with more vigour 
that his Argentinian predecessor, Cardi- 


Casaroli was kicked upstairs 
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nal Eduardo Pironio. Known in his for- 
mer job as secretary of the congregation 
for the doctrine of the faith (the former 
Holy Office) as “the hammer of the 
heretics”, he helped to draft the Vatican’s 
recent criticism of socially-minded libera- 
tion theology. He had earlier led the 
proceedings against the noted Swiss theo- 


ae 
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logian, Professor Hans Küng. 

The department for vetting episcopal 
appointments goes to another theological 
conservative, 6l-year-old Cardinal Ber- 
nardin Gantin, a black African from 
Benin. This is the first time a black priest 
has got a top Curia post. Since a Nigerian, 
Archbishop Francis Arinze, has simulta- 


Old soldiers never die 


FROM OUR PARIS CORRESPONDENT 


Mr Gaston Defferre, France’s 73-year- 
old interior minister, is one of a handful 
of politicians who call President Mitter- 
rand tu. Close as they are, the two could 
hardly be less alike. Cerebral and aloof, 
the president has always been a loner; 
Mr Defferre is a veteran city boss, with 
all the rough-and-tumble that entails. 
Perhaps being so different helped them 
get along. Together they did more than 
anyone to build the Socialists into a 
modern party of government. 

Mr Mitterrand showed his gratitude in 
1981 by making Mr Defferre the second- 
ranking member of the government. 
Since then his standing has dramatically 
slipped. In the cabinet reshuffle last 
year, Mr Defferre fell to fourth place in 
the ministerial hierarchy. Now the 

„doughty Protestant teetotaller, who first 

entered government in 1946, may be 
about to leave national politics altogeth- 
er. As a liability to the government he 
could leave the cabinet in a summer 
reshuffle, to return to Marseilles, where 
he has been mayor since 1953. 

A French interior minister needs a 
barb-proof vest. As chief of the national 
police, he is a target for the law-and- 
order lobby and for civil libertarians. As 
manager of boundary changes and elec- 
tions, he is invariably accused of gerry- 
mandering or worse. In 1981, the interi- 
or ministry took on the extra task of 
Overseeing ambitious plans for devolu- 
tion. On all three fronts, Mr Defferre 
has run into serious trouble. 

He has also suffered several minor 
embarrassments. His mumbling speech 
makes him a favourite with comedians. 
A French television take-off of the Mup- 
pets includes a Defferre look-alike. In 
February, when lorry-drivers blocked 
roads across the country, Mr Defferre 
was on an Official visit to Borneo, where 
he had been looking forward to some 
photography, one of his favourite hob- 
bies (the other is sailing). In mid-March, 
Mr Defferre’s Paris flat was burgled. 
Although policemen guard the street 
outside around the clock, thieves es- 
caped with jewels belonging to the minis- 
ter’s wife, writer, Edmonde Charles- 
Roux. 

No one doubts his courage or perse- 
verance. He must be one of the very few 
senior ministers anywhere to have fought 
two duels against political opponents 
(before taking office). During the con- 


servative years of the 1960s and 1970s, 
he never wavered in his belief that one 
day the Socialists would take office, 
despite his own humiliating defeat in the 
1969 presidential election, when he won 
5% of the vote. 

Doggedness been 


alone has not 


enough at the interior ministry. His 
worst problem is the police, especially in 
Paris, where every government puts spe- 
cial weight on maintaining law and or- 
der. The number of crimes in France 
jumped by 18% in 1982. More police- 





Defferre is fading 


men were taken on to deal with this 
crime wave. The strength of the national 
police has increased by 8,500 since 1981, 
compared with a rise of 3,440 between 
1975 and 1981. But this simply makes up 
for reductions in the working week. Mr 
Jacques Chirac, the mayor of Paris, and 
one of the conservative opposition’s 
leaders, is talking of raising a special 
municipal police force, as several provin- 
cial cities have done. 

To maintain his authority, an interior 
minister needs the loyalty of senior po- 
lice officers in the capital. Mr Defferre 
has tried to gather round him just such a 
group. Unfortunately for him, his 
changes at the top have given the impres- 
sion of a witch-hunt. In March the widely 
respected Mr Jacques Genthial, head of 
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neously been appointed to run the depart- 
ment that deals with non-Christians, this 
marks the Pope’s recognition of Africa as 
Christianity’s fastest growing area. But it 
is the relative conservatism of all these 
new men that is more important. 

Other important changes include the 
appointment of Monsignor Dermot 


the Paris criminal brigade, was moved to 
a less prominent job. According to one 
theory, Mr Genthial may have talked too 
freely to a writer who threatened to 
publish a damaging book about Mr Mit- 
terrand. To quash rumours that the pres- 
ident’s staff had ordered Mr Genthial’s 
move without Mr Defferre’s knowledge, 
the minister went on television to insist 
that the controversial shift was entirely 
his responsibility. To add to his difficul- 
ties, Mr Defferre, who owns a Marseilles 
newspaper, Le Provencal, defended a 
petty decision of the Paris police prefect 
to close the press room at police 
headquarters. 

Mr Defferre’s devolution scheme has 
also run into trouble. No date has been 
fixed for the election of regional coun- 
cils, which will take over regional gov- 
ernment from the central authorities in 
Paris. When the government drew up its 
latest plans for private schools this 
spring, Socialist enthusiasts for public 
education were horrified to learn that 
local authorities would have to take on 
part of the subsidy currently paid to 
religious schools by the central govern- 
ment. Mr Defferre himself was far from 
happy with this proposal. But to chal- 
lenge it would have undercut the Social- 
ists’ commitment to devolution. 

Even the one piece of good news for 
the minister this spring had its dark side. 
Mr Defferre’s victory in the Marseilles 
municipal election in March last year 
(French ministers often hold local of- 
fices) was unusually slim. The conserva- 
tive opposition ‘claimed foul play. The 
local prefect, appointed with the blessing 
of Mr Defferre’s ministry, recommended 
a fresh election in one important constit- 
uency because of voting irregularities. 
The opposition’s appeal was, neverthe- 
less, rejected on March 16th by the 
Conseil d'Etat, which oversees elections, 
and which has ordered new elections in 
several similar cases over the past year. 
The judgment ensures that’ Mr Defferre 
stays in-control of Marseilles, but the 
episode has further damaged his 
standing. 

If Mr Defferre does leave the govern- 
ment this summer, he will return to a 
depressed Marseilles. The port has been 
declining for years. The city’s unemploy- 
ment rate is well above the national 
average. The local government has suf- 
fered scandals. There is a large immi- 
grant population and before last year’s 
local election there was an unpleasant 
rise in racial tension, Mr Defferre is in 
for an uncomfortable last hurrah. 
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All these Bonds have been sald. This announcement appears as a matter or record oniy. 


European Economic Community 


£50,000,000 113 per cent. Bonds 1994 


Issue Price 994 per cent. 
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1983 RESULTS AND FINAL DIVIDEND 


ee After tax profits and earnings per share were substantially ahead of 1982, 
as income from the declining Thistle oilfield was largely replaced 
by increased earnings from other less highly taxed trading activities. 












lam confident that the actions taken in 1983 will benefit 
the current year and that the costs we have had to absorb will 
prove to be an essential investment in future profitability. ee i 


J. N. Maltby, Chairman 






































































To: The Secretary, The Burmah Œil Public Limited Company, 





Please send me a copy of the Annual Report 
and Accounts 1983. 


Name 





! Burmah- House, Pipers Way, Swindon, Wilts. SN3 1RE 







at 


-l The Burmah Oil Public Limited Company 





l Address 













1983 1982 
£ million £ million 
Turnover 1,578.9 1,536.8 
Operating profit gong F 
Exploration & Production 335 48.5 
Other activities 60.6 51.7 
Profit before taxation 79.1 81.0 
Profit after taxation 37.5 29.5 
Extraordinary items (22.2) (18.5) 
Attributable to stockholders 14.3 8.9 
Earnings per ordinary stock unit 24.65p 18.33p 
Net tangible assets per ; l 
ordinary stock unit 223p 226p te 





The directors are recommending a net final dividend of 6.25p per £1 unitof ordinary 
stock. Together with the interim dividend paid last December, this will increase 
the total distribution in respect of 1983 with related tax credit to 13.9286p per £1 
unit of ordinary stock. The lower final dividend is in line with the policy announced 
last year to adjust the balance between the interim and final. dividend payments. 
The final dividend; if approved, will be paid on 3 July 1984 to stockholders’ 

on the register on 18 May 1984. 


The figures tor the years. to 31. December 1982 and.1983 
respectively are each abridged from the Group's fullaccounts for 
the relevant period. While both sets ot accounts are the subject of 
unqualitied auditors’ reports, only those tor the earlier year have to 
date been filed with the Registrar of Companies. 







The Annual Report and Accounts will be published on 9 May 
1984. If you would like a copy, please fillin the coupon. 
The AGM will be held in GI asgow on Tdune 1984, 





The Burmah Ol Publi ie Limited Company, < 
Burmah House, Pipers Way, Swindon SNARE 





Ryan, the energetic Archbishop of Dub- 
lin, as head of the department responsible 
for missionary work. Monsignor Augus- 
tin Mayer, a West German Benedictine, 
moves to the department in charge of the 
sacraments and the liturgy—another sen- 
sitive post, in view of the controversies 
surrounding liturgical changes since the 
second Vatican council in the 1960s. Mgr 
Mayer’s new number two, Monsignor 
Lajos Kada, is the first Hungarian-born 
prelate to be appointed to a senior Curia 
post under this Pope. 

Only one prominent liberal is brought 
into the Curia. Cardinal Roger Etche- 
garay, secretary-general of the European 
bishops’ conference from 1971 to 1979, 
replaces Cardinal Gantin as head of the 
commission for justice and peace. 

The Pope, about to depart on his trip to 
Asia (see page 26), leaves the Curia 
absorbing what one Vatican bureaucrat 
calls “a minor earthquake”. It may not be 

‘re last. A papal commission to study 
irther reform of the church bureaucracy 
is due to report by the end of the year. 
Those urging the Pope to take more 
interest in church administration may 
have got more than they bargained for. 


Spain 


What lurks behind 
the anti-killers? 


FROM OUR SPAIN CORRESPONDENT 





Angry conservatives insulted the Spanish 
interior minister, Mr José Barrionuevo, 
when he attended a funeral service in 
Pamplona for two policemen and a re- 
tired major killed on April 13th by mem- 
bers of the Basque separatist organisation 
Eta. Exasperation over these murders 
may have influenced the military court 

hich this week passed relatively light 

'ntences on four colonels charged with 
conspiring to overthrow the democratic 
regime in October, 1982, on the eve of 
the general election. One colonel was 
acquitted and the other three were sen- 
tenced to be imprisoned for 12 years— 
which, with remissions, may be reduced 
to four, In 1982, the organisers of the 
assault on parliament the year before 
were put away for 30 years. 

News of the Pamplona murders has 
sent many of Eta’s supporters in south- 
west France into hiding. They fear a 
retaliatory attack by the mysterious 
“Antiterrorist Liberation Group” (Gal), 
which has undertaken to kill an Eta 
sympathiser for every victim of Basque 
terrorism. The group has killed seven 
people since December and is causing 
jumpiness among Eta’s 500 or so collabo- 
rators north of the Pyrenees. 


Fy 


But Gal has problems, too. Last week, 
the French police arrested seven of its 
alleged members, three Frenchmen and 
four Algerians (one of them a woman) 
connected with the Bordeaux under- 
world. Gal’s killers are thought in the 
Pyrenees to be mercenaries hired by 
Basque businessmen weary of paying 
Eta’s revolutionary tax; but they are 
suspiciously well-informed about separat- 
ists living in France, and many Spaniards 
believe that the group has links with the 
French and Spanish police. 

According to the Paris weekly “Le 
Canard enchainé”, which is often well- 
informed on police matters, details of 
Basque residents in France found on two 
suspects resembled information from 
French police archives. Gal's main sup- 
port appears, however, to come from 
Spain. According to one Spanish police 
officer, while Gal’s gunmen are “too 
efficient to be our men”, they receive tip- 
offs from sympathisers in the Spanish 
security services. Last month an incident 
revealed a possible link between Gal and 
the civil guard, the para-military force 
which polices Spanish rural areas. 

On March 19th, Mr Rodolfo Zornoza, 
a Madrid civil servant, heard on his radio 
that he had blown himself up in Biarritz 
while handling a bomb, supposedly dur- 
ing a mission for Gal. The bomb victim 
was later identified as a French Algerian 
who had been using a Spanish identity 
card bearing Mr Zornoza’s name and 
personal description. Mr Zornoza told 
the police that he had parted with his 
identity documents only once, after a car 


EUROPEAN COMMUNITY 





Get them to the church on time 


Amid the quarrels of last month’s Brus- 
sels summit, the EEC countries did at 
least agree to announce the banns for 
union with Spain and Portugal. The Ten 
decided that, to ensure the two countries’ 
entry by January 1, 1986, both sets of 
negotiations should be completed by Sep- 
tember this year. That would leave 15 
months for the treaties to be drawn up, 
signed, and ratified by the member states’ 
parliaments. 

Negotiations have since moved for- 
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Eta led to Gal and more biood 





accident, when the civil guard kept them i 


for several days. 


The Spanish government, the Basque 
administration and the ombudsman, Mr _ 
Joaquin Ruiz Gimenez, are now discuss- 


ing whether to grant pardons to 45 Eta 
prisoners who have signed a document 
rejecting violence and recognising Spain's 
democratic institutions. In the past few 
months some 150 Basque separatists have 
made their peace with the authorities. 
Moderate Basque nationalists like Mr 
Carlos Garaikoetxea, who has just been 
re-elected head of the regional adminis- 


tration, believe that increased autonomy 
and pardons for Eta men willing to lay 


down their arms will do more to reduce — 


tension in their region—among right- 


wing officers as well as Basques—than 
police action or the methods of Gal. 
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BRUSSELS 


ward, in sessions with the Spanish on — 


April 10th, and with the Portuguese on 
April 13th. The complicated patents dos- 
sier was finally agreed upon with Spain, 
while most of the outstanding agricultural 
issues were settled with Portugal, which 
was offered a 10-year aid programme, 
worth 700m ecus ($590m), to help re- 
structure its farms. 

Despite this progress, it will still be 
difficult to complete in little over five 
months two agreements which have taken 
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Thatcher and Soares in step 


over five years to reach their present half- 
finished state. There are plenty of prob- 
lems to be sorted out before the union can 
be solemnised. 

Portugal presents fewer problems than 
Spain. Only a handful of really conten- 
tious points remain to be settled. These 
include free access for port wine and 
tomato concentrates (which the Ten are 
trying to postpone), social security provi- 
sions for Portuguese migrant workers, 
zero Vat rating for food and certain farm 
inputs, and the Portuguese contribution 
to the budget. 

The budget was high on the agenda for 
Mrs Thatcher's visit to Lisbon on April 
17th-19th, where she met the Portuguese 
prime minister, Mr Mario Soares. Portu- 
gal, as a big food importer, will risk being 
in the same position as Britain unless 
special provisions are made. But since it 
will be far the poorest member of the 
community, nobody questions the princi- 
ple that it must end up as a net 
beneficiary. 

Fishing rights should be fairly easy to 
sort out, although the Portuguese were 
miffed that the EEC did not present its 
terms last week. The Ten were carefully 
trying not to set any ill-considered prece- 
dents before sorting out the issue with the 
Spaniards, for whom fishing will be one of 
the most troublesome problems. Last 
month’s angry reaction in Spain when a 
French coastguard boat shot at a Spanish 
trawler in the Bay of Biscay was a remind- 
er of how warmly the issue is felt by both 
sides. The Spaniards, who will have far 
the biggest fishing fleet of any member 
State, are making claims for extensive 
rights in EEC waters, which the Ten are 
loth to accept. 

By contrast, agriculture may prove eas- 
ier than expected. The Ten’s first offer 
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was unacceptable. It proposed a long 
transition period for products like fruit 
and vegetables, in which Spain is highly 
competitive, but none at all for farm 
products, such as dairy goods, in which it 
is at a disadvantage. The EEC commis- 
sion is thinking again. A single transition 
period for all farm produce will probably 
be the result. The transition period for 
industry is more difficult. Spain wants it 
to be 10 years, while the community is 
offering three. The eventual compromise 
may be to plump for the same period as 
for agriculture 


The big date for the Spanish talks is a 
meeting on June 19th, less than a week 
before the EEC’s summit at Fontaine- 
bleau. Unless the deal is fixed by then, 
there is little chance of meeting the Sep- 
tember deadline. The French, who hold 
the EEC presidency, have been assidu- 
ously prodding the negotiations forward. 
However, failure to settle the British 
budget question could jeopardise the en- 
tire enlargement process. Until Britain’s 
complaint is resolved, there is no hope of 
getting the extra funds needed to finance 
Spain's and Portugal's entry. 


Putting on a top hat 


Can Brigitte Bardot, Alec Guinness and 
Salvatore Adamo succeed where 
Thatcher, Mitterrand and Kohl have 
failed? The first three are some of the 
stars billed to appear in a European 
variety show which will be recorded in 
Brussels on May Sth. Despite budget 
cutbacks, the EEC commission has 
found $500,000 for the programme, 
which is part of a campaign to promote 
the community among European televi- 
sion viewers 

As only to be expected from the EEC, 
not all the community's national televi- 
sion services have agreed to show the 
programme. Danish television and the 
British Broadcasting Corporation have 
turned it down on the ground that it may 
contain pro-EEC propaganda (In south- 
ern England, viewers of Television 
South, an independent station, will be 
able to watch the programme and judge 
for themselves. ) 

The show will be followed by a car- 
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She loves Europe, too 


BRUSSELS 


toon series extolling the virtues of Euro- 
pean togetherness. Getting this under 
way was delayed by disputes about some 
of the symbols—stars and crosses, for 
example—which to certain groups had 
objectionable associations. Only the 
third French network (FR3) is showing 
the cartoons before the European elec- 
tions. The Italian state television service 
will air them in the autumn 

The third element in the 
($850,000) campaign was originally 
thought of as a European “Dynasty” or 

“Dallas”. Perhaps because villainy and 
passion lose something in simultaneous 
translation, or because council of minis- 
ters’ meetings themselves must often 
seem quite enough like soap-opera, this 
idea was dropped. Instead, the commis- 
sion is thinking of some family entertain- 
ment such as a quiz show, First prize: a 
week in the competition directorate at 
the EEC commission in Brussels. Second 
prize: two weeks 
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ANNUAL REPORT 1983 


Ultramar 


A YEAR OF ACHIEVEMENT a 


(£ million) 














a The year in brief: = bier 
‘e Turnover for the first time exceeded £2 billion. 
e Net profit up 17% to £122.1 million. 
e Net dividend increased from 15p to 17p per Share. 
=se £105 million rights issue successfully completed. 


è Aone-for-one capitalisation issue is proposed. 


“Capital expenditures exceeded £300 million. A similar level 
is expected in 1984. 


. Quebec Refinery upgrading, LNG Plant expansion and 
‘Maureen Field development all completed. 


oe 


-- 


Marketing network in North America significantly expanded. 


Oil production up 10% and gas production up 8%. 


e 


Ultramar looks forward to a record year in 1984. 





- ULTRAMAR WORLDWIDE 





fn ; 







Jed 


Morgan House, 1 Angel Court 
London ECZR 7AU 






For a copy of the 1983 Annual Report please write to the Company Secretary at the above address. 






Earnings increased substantially. 
Further international growth. 


For Commerzbank, 1983 was a year of significant 
overall progress. This is reflected not only in higher profit- 
ability, but also in a greatly improved balance sheet 
structure. 

Consolidated total assets advanced to DM 113 bil- 
lion. Operating profits were boosted by more than 60%, 
enabling the Bank to pay its shareholders a 12% dividend. 
Moreover, possible loan losses were once again exten- 
sively provided for, and reserves ~ which are more than 
hare capital - were solidly strengthened. 


ivities. Foreign commercial business, 
y transactions, developed favorably, 


He bond i issues and co-managing 49 others. Investment ser- 
management and brokerage ac- 


`: Representative: Offices Abroad: 
“Mexico City, Moscow, Rio de Jan 
: fropartnen: 





nco di Rama; Banco: Hispan mericano 


COMMERZBANK W 


nce; a ai for example, 21 foreign DM . 


Headquarters: Frankfurt/Main. Branch network throughout West ai and West Berlin. Foreign Branches and Subsidiaries: Amsterdam, 
Antwerp, Atlanta, Barcelona, Brussels, Chicago, Hong Keng, London, Luxembourg, Madrid, New York, Osaka, Paris, Ro! 


, Sydney, Tehran, Tokyo, Toronto, Windhoek, 


os Aires; Cairo; Coracas, Copenhagen, Jakarta, rome: Urma, ‘Madrid, Manama a a 
rzbank, Crédit Lyonnais. : 



























The reward 


of a thing well done 


is to have done it« 


—Ralph Waldo Emerson - 


1985 - Progress on a broad front. 


Backed: condicerabile financial iod kuon re- 
sources, Commerzbank provides a broad scope of banking 
capabilities worldwide. With some 70 branches, represen- 
tative offices and holdings abroad, Commerzbank is pres- 
ent in more than 30 countries, 





Commerzbank Group ~ 1983 Highlights 





in DM bilor 

- Total assets 113.25 
Borrowed funds — 

up to 4 years 7179 

over 4 years 36.39 

Total lending , l l 84.57 

Capital and reserves aig 2.92 

Number of shareholders 130,000 

Staff 22,000 

Branches o 2o 884 





For further information, please contact: © 

Commerzbank AG., Public Relations Dept, RO. Box 2534 
D-6000 Frankfurt (Main), West: Gern 
Telephone: (611) 1362-1, Telex: 411 ait ee 













Singapore, Tokyo: 








MERICAN SURVEY 











¿Reform is in the air. Politicians and the 
i public are. now sure enough of the need 
for.a change in America’s tax laws to 
“make it likely that any. extra revenue 
raised.next year to reduce the federal 
government’s deficit will be sold as part of 
a “tax reform”. President Reagan, who 
v made a vague promise. in his January 


 pudget proposals to overhaul the tax 
“system. as-an alternative to raising taxes, 


said: last’ week that he was considering 
“something. different than income as a 
method for taxing”. The treasury is due 


to report to Mr Reagan in December on 


-the pros and cons of different income and 
“expenditure taxes. Congress already has 
its own ideas. 

Congress and the administration are 
warming to the idea of new taxes as the 
deficit grows—to an expected $180 billion 
this year. Mr Reagan’s large cuts in 

oy income-tax rates have failed to promote 
“< higher savings, nor have they stopped the 
tush into tax shelters, which began when 
people were pushed into higher marginal 
“tax brackets by inflation in the late 1970s; 
recognition of this failure has also helped 
congressmen from both parties to agree 
on the need for change. Tax reform used 
to be the Democrats’ slogan. To them, it 


= meant closing loopholes through which 


he rich avoided tax. Republicans. then 


, Bigger revenues... 
. Federal tax receipts Feke taat 
and other 
receipts 


Social.. 
insurance 


è 
E 
& 


estimate 





Time to change the tax system 


WASHINGTON, DC 


took. up the cry by adopting the supply- 
siders’ case for cutting taxes to increase 
incentives. Now nearly everybody agrees 
on the need to keep rates down. 

American taxes are being criticised for 
raising too little money and doing it 
badly. The administration expects the 
federal government’s revenue this year to 
be $670 billion, $180 billion short of what 
it will spend. About $300 billion of that 
will come from income tax, $70 billion 
from corporation tax and $70 billion or so 
from excise and other taxes. Another 
$240 billion will be raised from a tax on 
jobs, shared almost equally by employers 
and workers, to pay for social insurance 
schemes. Congress and the administra- 
tion agreed early last year on increases in 
this payroll tax which are designed to help. 
to make social insurance self-financing. 
All the main proposals to overhaul the tax 
system would keep the payroll tax as it is. 

That leaves taxes which now raise 
about $430 billion to tinker with. Mr Paul 
Volcker, the chairman of the Federal 
Reserve Board, is saying that at least an 
extra $50 billion a year should be raised to 
restrain the growth of the deficit. Other 
estimates of what is needed to start nar- 
rowing the gap run as high as $100 billion 
a year. 

After several weeks of argy-bargy, the 
senate and the house of representatives 
have agreed separately to plans to raise 
revenues of only about $50 billion over 
the next three years, mostly by closing tax 
loopholes and by chipping away at the tax 
reductions passed at Mr Reagan’s insis- 
tence in 1981. The president has sworn to 
veto any increase in tax rates. Even if 
congress felt like trying to defy him, it 
could not do much to reduce the deficit 
without swingeing increases in tax rates, 
because the pool of taxable income is too 
small. - 

Personal income subject to taxation has 
shrunk steadily (see right-hand chart) to 
the equivalent of about two thirds of gnp. 
The number of exemptions . allowed 
against income tax has doubled in the past 
15 years, and the value of revenue lost 
through them has‘risen from about 25% 





of the federal government’s revenu 
over 40%. On top of that, taxpa: 
fiddles cost the internal revenue servi 
nearly $100 billion a year. And the use 
tax shelters has shot up despite the R 
gan administration’s 23% cut in margin: 
tax rates in the past three years. : 
Taxation of companies and capital i 
come is an even bigger mess: Taxe: 
interest earnings, deductions allow 
against interest paid, depreciation w 
has nothing to do with econom 
assets and so forth, distort flow 
in the ane without ra 

























































contrast to anegati 
corporate pent of 6? 


companies’ vehicles were taxed at 
tive rate while depreciable asset 
vice industries suffered avrate of 377 
Tax breaks on some kinds of saving since 
1981 have made savers rush to: buy. in 
vidual retirement accounts, but-have: 
to raise the savings rate. 

The remedy most popular in congress 
a tax system which would lower incom 
tax rates, eliminate all but afew ded 


..but not as big 
as they might be 


% of gross national product 


Total personal 
income* 


Taxable personal income 


* Including transfer payments and employee 
contributions for social insurance 


Source Congressional ‘budget office 











































6% they pay now. The Democrats’ ver- 
on, proposed last year by Senator Bill 
tadley and Representative Richard 
Gephardt, is in effect a flat-rate income 
ix of 14%, with a surtax on higher 
comes, rising in two steps to 25% and a 
op rate of 30%, compared with the 
present top rate of 50%. Companies 
ould be taxed at 30% of their profits. 
ut capital gains would be taxed more 
heavily than they are now, and the index- 
ation of tax brackets to inflation, ap- 
roved in 1981 and due to begin next 
ear, would be dropped. 

è Republican version, to be intro- 
edas a bill by the end of April by 
enator Robert Kasten and Representa- 
ve Jack Kemp, sets a top income-tax 
te of 25% and, like the Bradley-Gep- 
ardt bill, keeps a few deductions such as 
terest on housing loans. The Republi- 
in bill, however, would keep capital- 
ins tax low and hang on to indexation. 
‘Three other plans are being discussed. 
r-Charls Walker, a business lobbyist, 
ants..a value-added tax raised on all 
usinéss transactions except retail sales, 
ith refunds to the poor. Two Stanford 
cademics, Mr Robert Hall and Mr Alvin 
ushka, prefer a single income-tax rate 

9%. They have found a congressional 
msor in Senator Dennis DeConcini, 
“Arizona, though drafters of the 
asten-Kemp bill rejected their plan be- 

e'it lets the rich off too lightly. Many 

ademic economists, including the presi- 
dent’s chief economic adviser, Mr Martin 
Idstein, argue instead for an expendi- 
re tax, that is, a tax on all income spent 
ther than saved. 
That was also the treasury’s choice last 
meit studied tax reform, in 1976-77. Its 
Officials are now looking at four options: 
broad, flat-rate tax of 15-20% on all 
come, with no deductions; a modified 
akin to the Bradley-Gephardt plan 
th -rates:varying from 15-40%; a tax on 
nsumption alone, and different types of 
ales or value-added tax. The treasury is 
t yet saying which one it will back. 

Mr’ Charles McLure, the treasury’s 
eputy assistant secretary for tax analysis, 
eves that, if there is to be a sweeping 
ange in the tax system, it is likely to be 
shed through all at once. Others guess 
hat more gradual change would stand a 
setter chance. Whatever the tactics, bick- 
ng between lobbyists about which de- 
ctions would be föst, and between 
Jemocrats.. and “Republicans about 
hether the rich should pay proportion- 
Jy more, is. likely to last much longer 
han the usual annual argument over the 
budget. So fresh revenue will probably 
have to be wrung from the old system in 
he name of tax reform. i i 


~ America and China 





Prodigal president 


President Reagan is off on a slow swan to 
China. Leaving Washington on April 
19th, he is not due in Peking until almost 
a week later, after stops in California, 
Hawaii and Guam. The former staunch 
supporter of Taiwan can reflect, en route, 
on the best way to present himself in 
Peking. The trip is meant to be a high 
point of a presidency not noted for its 
successes in foreign policy. 

As a presidential candidate, Mr Rea- 
gan’s attitude to relations with China was 
shaped by his emotional attachment to 
Taiwan. He criticised the policy pursued 
by American leaders since President Nix- 
on, whose objective was to ease away 
from the old “two China” policy and to 
get on decent terms with Peking. Yet, as 
president, Mr Reagan has followed the 
pattern set by his predecessors. This visit 
confirms that pattern. 

It may also serve a useful domestic 
purpose in an election year. A summit 
meeting with President Chernenko, the 
new Soviet leader, seems out of the 
question before America’s presidential 
election in November. The meeting in 
Peking with Mr Deng Xiaoping and his 
top colleagues will be the next best thing. 
And if Mr Reagan’s visit diverts attention 
from the debris left by his policy in the 
Middle East and Central America, so 


Two thousand years’ practice in receiv- 
ing foreign visitors may not have pre- 
pared the Chinese for Ronald Reagan. 
Negotiations over logistics and the size 
of his entourage, the largest brought by a 
visitor to China in recent times, have 
been even more time-consuming than 
planning for the talks he is to hold. The 
Chinese, usually prickly about ceding 
control of such matters as security, hous- 
ing and transport. have bowed to the 
Americans’ demands to do things their 
way or not at all. 

Mr Reagan will fly to the tourist city of 
Xian and to Shanghai on Air Force One 
instead of on-an aircraft of China's 
undistinguished airline, CAAC. He will 
travel in his-American “presidential. ve- 
hicle”, White House communications at 
his fingertips, for all trips longer than 30 
minutes, making only token appearances 
in clunky Chinese limousines. Members 
of the préss travelling with him, nearly 
300 of them, representing every major 
American news organisation and some 
not-so-major ones (the Beverly Hills 


Getting to know him 


more practical about China than his 1980 © 
campaign speeches led most people to 
expect. His pragmatism has been 
matched, as it happens, by the advent of 
economic realism in China, which, during 
Mr Reagan's time in office, has increas- 
ingly subordinated its worries about 
American arms sales to Taiwan to the 
goal .of economic modernisation. To 
achieve it, China gives every impression 
of relying first and foremost on American 
co-operation. So say five of Mr Reagan’s 
cabinet officers, including Mr George 
Shultz, his secretary of state, and Mr 
Caspar Weinberger, his secretary of de- 
fence, who have been to China in the past 
15 months. The impression was rein- ` 
forced during the visit to Washington in 
January of the Chinese prime minister, 
Mr Zhao Ziyang, who cut away the 
impediments to Mr Reagan's trip. 

Beyond America’s potential as a source 
of high technology lies China’s interest in 
security. China has toned down its anti- 
Soviet polemics recently, but the continu- 
ing presence on China’s borders of strong 
Soviet forces, as well as the Soviet occu- 
pation of Afghanistan and Soviet support 
for Vietnam, keeps the improvement in 
relations from going far beyond the 
superficial, 

The president, for all his readiness to 
do down the Russians, has learnt to resist 
the temptation to treat China as a scourge 
with which to flay the Soviet Union. It 
was not always so. When the Polish crisis 








PEKING 





Courier), will stay at the posh new 
Chinese-American joint-venture hotel, 
the Great Wall, instead of the grubby 
Chinese-built Yanjing where the foreign 
press is usually put. 

The Reagans will give their banquet at 
the Great Wall Hotel. For this they are 
flying in most of the food and drink— 
more than 400 bottles of Californian 
wine to wash down 100 kilos of Califor- 
nian turkey. Mrs Reagan, who is in 
charge of the banquet arrangements, at 
one point considered flying in presiden- 
tial china as well. But bringing china to 
China seemed a little silly, so the Rea- 
gans will settle for the hotel’s German 
set. As is their custom, however, they 
will bring along the president's personal 
chef to supervise the preparation of his 
meals. The after-dinner entertainment 
will be performed.by Chinese but should 
make the Reagans feel at home—Broad- 
way show tunes. including ““There’s no 
Business like Show Business”, “Youn- 
ger than Springtime” and “Getting to 
know you’’. And your friends. Sy 



















































was at its zenith, in 1981, the administra- 
tion let the Kremlin know that it might 
counter a Soviet invasion of Poland by 
arming China. The Chinese were insult- 
ed, and said so. 

The incongruous rapport between 
America and China, which serves Mr 
Reagan's purpose of enhancing stability 
in the Pacific basin, has come about 
through three agreements. The first 
breakthrough came in August, 1982, with 
the most ambiguous of compromises on 
Taiwan. Mr Reagan agreed to a gradual 
reduction of arms sales to Taiwan (and, 
without setting a cut-off date, to an end to 
them at some future time). This was not 
much more than an agreement to contin- 
ue disagreeing about Taiwan’s future, but 
it calmed China’s initial alarm about the 
Reagan administration. 

It has also promoted co-operation. Last 
year America told the Chinese that it 
would relax restrictions on high-technol- 
ogy sales. Coming from an administration 
vith a passion for blocking communist 
countries’ access to western technology, 
this represented a grand gesture. The 
Chinese knew it. It placed them in the 
category of “friendly” (though not allied) 
nations in the doinain of trade. 

The American gesture encouraged a 
truce in a trade war which had begun to 
rival Taiwan as the chief cause of Chi- 
nese-American antagonism early in Mr 
Reagan’s presidency. Textiles were at the 
heart of the dispute. Some 40% of Chi- 
na’s total exports to America are in 
textiles, so when the administration uni- 
laterally curbed imports from China, un- 
der intense pressure from the declining 
American textile industry, the Chinese 
retaliated by halting purchases of Ameri- 
can grain and other farm products. Trade 
was saved by a third agreement, a textile 
compromise signed last July. 

The solution of the trade problem, 
owever precarious, is more significant 

dr overall Chinese-American relations 
than re-invigorated trade figures suggest 
(the value for two-way trade this year 
should rise comfortably above the $5.5 
billion record set in 1981). The Ameri- 
cans are used to trade rows. They have 
wicked ones all the time with their allies, 
especially the Japanese and Europeans. 
But the Chinese see trade differently, 
according to administration officials. To 
them, trade is an illustration of friend- 
ship. A row bespeaks a problem in the 
friendship, which makes it a matter of 
political principle capable of wrecking 
entire relationships. 

The door to China and its vast mo- 
dernisation programme has, at any rate, 
been opened to American industry. 
America’s investment in China’s offshore 
oil, with a dozen companies already in- 
volved, could rise to $15 billion in the 
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next five years or so. Another $20 billion 
in sales revenues could be generated by 
China’s nuclear-power ambitions; these 
apparently involve 12 power plants, in- 
cluding a fuel-reprocessing centre. 

There is a serious nuclear snag, howev- 
er, which Mr Reagan may be unable to 
resolve during his trip. The Chinese baulk 
at granting Americans veto rights over 
any Chinese nuclear exports that would 
derive from American equipment and 
know-how. They prize their sovereignty. 
Further, they have already joined the 
International Atomic Energy Agency and 
agreed to abide by its rules. But the 
Americans want the strictest safeguards 
against nuclear proliferation, fearing that 
Chinese exports could provide third 
countries with military potential. The 
export-consent requirement is a principle 
they say they will hot abandon. 


The campaign 
Boots and saddles 


WASHINGTON, OC 


Go west, young man. This is not just kind 
advice for Senator Gary Hart. Fortunate- 
ly for him, the timetable of the Democrat- 
ic presidential campaign has dictated the 
move. Having been led on and then jilted 
by inconstant easterners, the Coloradan 
is back on home ground with a new pair of 
cowboy boots and a revised strategy. In 
attacking the weaknesses of Mr Walter 
Mondale, the leading Democratic candi- 
date, Mr Hart had imprudently bared his 
own. His last-hope goal is to persuade 
Democratic voters that he alone—with 
his assumed appeal to independents—can 





A 


beat President Reagan. 


The move westward seems to have | 


lifted his deflated spirits. He can act as a 
booster for free enterprise, high technol- 


ogy and high oil prices without being held 


up at every turn by Mr Mondale, whose — 
“cheap attacks”, he suggests, could only — 
work in the industrially-depressed east. — 


Arizona gave him the edge over Mr — 


Mondale (45% to 40%) in its caucuses on 
April 14th. The event was of modest 
importance. But it was Mr Hart’s first — 
taste of success for three weeks and it 
restored his appetite for campaigning in 
this week's caucus contest in Missouri, 
the old gateway to the west, and in Texas, 
which holds its critical ballot on May Sth. — 
The temporary slowdown in the cam- 
paign timetable encouraged an exhausted _ 


Mr Mondale to take a rest this week, ` 


satisfied that his grinding labours in the 
east and mid-west have put him in a 
commanding position to win the Demo- 
cratic nomination (he has more than half 
the delegates needed to do so). Even if — 
Mr Hart were to win all remaining prima- 
ries, which is most unlikely, he could — 
hardly acquire enough delegates to cap- 
ture the nomination before the conven- 
tion in July. For that, he would have to 


win an impossible 80% of all delegates to 


be chosen up to and including the climac- 


tic Californian primary on June Sth. — 


Moreover, the shift to the west is far from 
total. Of the thousand or so delegates at 
stake in contests between now and mid- 
May, a good half will be yielded by soia 
lying east of the Mississippi. 

So Mr Hart’s hopes for stopping Mr 
Mondale rest on his belief that he can — 
persuade the voters that the former vice- 
president is a loser. That could perhaps 
turn the mood against Mr Mondale dur- 
ing the convention in July, at which 
delegates will not be formally tied to the 


candidate they were chosen to support. If — 


that seems a long shot, so does Mr Hart’s 
decision to concentrate his campaign on 
his own “electability”. It is true that 
opinion polls still show him faring better 
than Mr Mondale against President Rea- 
gan, but the message has no proven 
record of success in the past. Only this 
year, Senator John Glenn used it against — 
Mr Mondiale and was pitched straight out 
of the race, 


Searching for the right message is alsoa 
problem in the still vigorous campaign of — 
Mr Jesse Jackson, who is obliged by the — 


demographics of the west to put the 
accent on his “rainbow coalition”, with 
Latinos temporarily to the fore (blacks — 
are a tiny proportion of the electorate in 
most of the west). To his continuing 
chagrin, the wrong kind of message dogs 


his campaign, which never seems able to _ 


extricate itself from controversy. 
Much of the latest trouble originates 


a 
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Fire from Farrakhan 


with Mr Louis Farrakhan, the Black Mos- 
lem leader who likes to identify himself 
with the Jackson effort. Mr Farrakhan is 
particularly adept at angering Jews, who 
‘are active participants in Democratic 
politics. Having issued what appeared to 
be a death threat against the black report- 
er who printed mocking references to 
Jews made by Mr Jackson in private, the 
head of the Nation of Islam movement 
went one better last week. In a radio 
broadcast, he called Hitler “a very great 
man” for having restored Germauy’s 
Strength. Pressed about his supporter’s 
comments, Mr Jackson said he found 
Hitler despicable in every way. But in 
dissociating himself from Mr Farrakhan’s 
statements, the black candidate has re- 
fused to renounce the radical movement's 
support. The Black Moslem leader was 
successfully discouraged by the Jackson 
camp from participating as scheduled at a 
major Jackson rally in Washington last 
weekend. But Mr Jackson’s image as a 
moral leader is now somewhat tattered. 


Campaign finance 


The Pac-man 
stayeth 


CHARLOTTESVILLE, VIRGINIA 


The controversy surrounding political ac- 
tion committees refuses to go away. The 
Pacs, formed primarily by labour and 
business groups to dispense their cam- 
paign contributions, have surfaced again 
in the battle for the Democrats’ presiden- 
tial nomination. 

Mr Walter Mondale, financially hard 


46 


pressed because his campaign has already 
spent more than $18m of the $24.2m 
allowed during the pre-convention peri- 
od, has been making use of a previously 
unnoticed loophole in the campaign fi- 
nance laws. While the Mondale presiden- 
tial campaign itself is limited to the 
$24.2m spending ceiling, money spent by 
his candidates to be delegates to the 
Democratic national convention does not 
count towards the ceiling. In a number of 
states, such as Illinois, Florida, New York 
and Pennsylvania, delegates pledged to 
the various candidates compete among 
themselves in a separate election held 
simultaneously with the “beauty contest” 
presidential preference primary, and in 
these states Mondale delegates, together 
or as individuals, are allowed to solicit 
campaign gifts from both Pacs and 
individuals. 

And raising money is precisely what the 
Mondale delegates have been doing. 
Eighty-seven “Mondale delegate commit- 
tees” have been formed in a dozen states 
so far. In Florida and Illinois, at least 
$70,000, more than half of it from Pacs, 
was collected by the delegate candidates, 
and in New York preliminary estimates 
place the Mondale delegate spending at 
more than $150,000—a significant supple- 
ment to the official Mondale campaign's 
expenditure of $500,000 in New York. 
Trade-union Pacs, including those affili- 
ated with the United Auto Workers, the 
American Federation of Teachers and the 
American Federation of State, County 
and Municipal Employees, are providing 
much of the money for the delegates. 

The Pac windfall for Mr Mondale is 
raising eyebrows among political observ- 
ers, as well as the hackles of Senator Gary 
Hart’s forces, because of Mr Mondale’s 
pious pledge earlier in the campaign not 
to take the “special interest’ money of- 
fered by Pacs; Mr Mondale even went so 
far as to promise to lead an effort to 
“clamp controls on these Pacs”. For the 
public record, Mr Mondale remained 
righteous after his delegate gambit was 
revealed, explaining that the actions of 
his delegates were independent and be- 
yond his control while noting that “as a 
matter of policy, I prefer that [accepting 
Pac money] not be done and I've said so”. 

Privately, Mr Mondale’s strategists 
have been less sanctimonious. They have 
not tried terribly hard to discourage their 
delegates from taking Pac cash, indeed, 
they have actually boasted about their 
ingenious financial stratagem. “We have 
been the pioneers in delegate expendi- 
tures,” commented Mr David Ifshin, the 
Mondale campaign’s legal counsel. 

Mr Mondale’s ambivalence about Pacs 
is not limited to his delegate committees. 
Before he launched his presidential can- 
didacy Mr Mondale headed one of the 


largest Pacs in the country, the Commit- 
tee for the Future of America, which 
raised $2.2m in 1981 and 1982, an amount 
that included large donations from other 
Pacs. The Committee for the Future of 
America financed Mr Mondale’s travels 
before he declared his candidacy, helped 
him amass an extensive list of direct-mail 
contributors and gave money to Demo- 
cratic candidates for congressional, state 
and local offices, many of whom returned 
the favour by endorsing Mr Mondale for 
president in 1983. 

Despite all this, Mr Mondale quickly 
turned against Pacs when their unpopu- 
larity with the voters became clear. 
Thanks to press reports on the correla- 
tions between Pac contributions to con- 
gressmen and the special interests’ subse- 
quent success in securing passage of 
favoured pieces of legislation, most 
Americans take a dim view of Pacs. A 
Louis Harris poll a year ago, for example, 
showed that large majorities distruste¢ 
almost every kind of Pac, even when they 
agreed with the cause it supported. 

Mr Mondale was joined in his 1984 “no 
Pac money” pledge by Senator Gary 
Hart, but in truth neither of them was 
sacrificing much. No presidential candi- 
date has ever received more than 3% of 
his campaign war-chest from Paes, since 
these committees prefer to give to con- 
gressional contenders while presidential 
aspirants draw a third or more of their 
funds from the federal treasury. 

Senator Hart wasted no time decrying 
the Mondale delegates’ violation of their 
candidate’s Pac pledge. Mr Hart filed a 
complaint with the Federal Election 
Commission questioning the legality of 
Mr Mondale’s separate delegate opera- 
tions, and in New York he frequently 
aired a 30-second television advertise- 
ment on the subject, declaring that Mr 
Mondale’s “manipulation of money 
through the backroom is politics as usua’ 
and it’s wrong”. The senator's purity or 
the Pac issue, like his opponent’s, withers 
a bit upon closer examination. While 
neither Senator Hart nor his delegates 
have taken Pac contributions in 1984, the 
senator solicited and accepted $255,770 in 
Pac money during his close re-election 
campaign in Colorado in 1980. 

The debate about Pacs in 1984 has been 
focused on the presidential contest, but 
Pacs are probably having a much greater 
impact on this year’s campaigns for seats 
in the senate and the house of representa- 
tives. The 3,500 Pacs now in existence are 
expected to give at least $100m to con- 
gressional candidates this year, up from 
$83.6m in 1982 and from just $12.5m 10 
years ago. With each passing election, the 
number of Pacs and the size of their 
collective contributions have grown, and 
1984 will probably be no exception. 
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GOVERNMENTS FOR THESE 
GENEROUS RETURNS. 


yield on 3rd April 1984 was 10.7%. The minimum inv st 
US $1000. 
Both trusts are administered in Jersey where there are 













































he strict monetary policies of America and the U K seem to 
be paying off: inflation is down, and seems set to stay down, 















We would be extremely surprised at any drastic changes in the taxes, stamp duty or VAT. And income is paid tact 
foreseeable future: Americas presidential election takes place in residents, 
November; and the British Government is committed to price We would suggest U nig ismore convenientfyouhold 
stability and controlled government expenditure. and Unibond if you hold US dollars. 


seinen one mare Unigiltincome is distributed each 28th February and ststAu 
Unibond income annually each June. 

Or you can choose to have all income 
invested, As we said, these are trusts for 
savings. But do bear in mind that prices and incom 

go down as asw well: as sae 
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All this brings us to one of the best investment 
opportunities we've seen for some time. 

For anyone with a reasonable sum to invest, gilts and 
borids ‘now offer an excellent home for longer-term 
savings. 

Income yields on gilts and T s are still high, 
well above current UK and US inflation rates. 

If they remain high, you will enjoy increase d real 
returns if inflation falls further. 

And if income yields fall, you can look forward 
to increased capital growth. 

So now is ahi the time to buy, 

And you can do this very easily through our 
Unigilt or Unibond unit trusts. 

Both these trusts are currently ana the 
best performe rs in their sector of the market. 

Our investment advisors will continue to use Ñ 
their years of experie nce to genetare a high return on your yar capital 
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as Barc lays Unicorn. We have been mariagi 
trusts since 1957, and now handle over £800 million 
behalf of our investors. 


-alings in each trust take place weekly at 
the offer prices of units were 47.5p m the 
on 30th March 1984 and U 18892. a 
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running yield on 30th March 1984 was 10.6%. The minimum invest- $25,000). 
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i isis with limited liability in the Stage of Baral 


Floating Rate Notes Due 1996 


Credit Suisse First Boston Limited Arab Banking Corporation (B.S.C.) 
Algemene Bank Nederland N,V. Bank of Tokyo International Limited 
Bankers Trust International Limited Citicorp Capital Markets Group 
Commerzbank Aktiengesellschaft ‘County Bank Limited 
Crédit Lyonnais Genossenschaftliche Zentralbank AG - Vienna 
Gulf International Bank B.S.C. Kidder, Peabody International Limited 

Kuwait Foreign Trading Contracting & Investment Co. (S.A.K.) 
Lehman Brothers Kuhn Loeb w Libyan Arab Foreign Bank 
LTCB International Limited i Manufacturers Hanover Limited 
Samuel Montagu & Co. Limited = _ Morgan Stanley International 
National Bank of Abu Dhabi 3 The National Bank of Kuwait S.A.K. 
Saudi International Bank Sumitomo Finance International 


Al-Bank Al-Saudi Al-Alami Limited 
Takugin International (Asia) Limited Union Bank of Switzerland (Securities) Limited 





Al Bahrain Arab African Bank Al-Mal Group l Amro International 
Limited á 
Arab African International Bank Arab International Bank The Arab Investment Company 
Bahrain Middle East Bank (E.C.) Bank of Yokohama (Europe) S.A. ` Banque Bruxelles Lambert S.A. 
Banque Nationale de Paris Banque Paribas Baring Brothers & Co., Burgan Bank SAK 
Limited 
Chase Manhattan Capital Markets Group Chemical Bank International Group : Dai-Ichi Kangyo International 
Chase Manhattan Limited a Limited 
Daiwa Europe l Dresdner Bank First Chicago F uji International Finance 
Limited o x Aktiengexelischaft Limited abimited 
Girozentrale und Bank der österreichischen Sparkassen Goldman Sachs International Corp. - Guif Bank KSC 
Abticngeseiiichalt 
Gulf Riyad Bank EC Hambros Bank Limited IBJ International Kleinwort, Benson 
Limited Limited 
Kyowa Bank Nederland NV Lioyds Bank International London & Continental Bankers 
Limited Limited a 
Mitsubishi Finance International Mitsubishi Trust & Banking Corporation (Europe) S.A. Morgan Grenfell & Co. 
Limited. Limited 
The Nikko Securities Co., (Europe) Lid. Nomura International Orion Reyal Bank Saitama Bank(Europe) S.A. 
5 ' Limied Limited 
Sanwa Bank (Underwriters) SociétéGénérałe Sumitomo Trust International Swiss Bank Corporation international 
Limite Limited Limited 
The Taiyo. Kobe Bank (Luxembourg) S.A. Tokai International Westdeutsche Landesbank 
; $ S 2 Limited. Girozentrale 
‘Yamaichi International (Europe) Yasuda Trust Europe Zentralsparkasse und Kommerzialbank 
2 he When 
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Massachusetts 


Yankees v. Irish 
again 





BOSTON 


Massachusetts likes politics. It produces 
numberless workers and tacticians to run 
election campaigns, both local and na- 
tional. It revels in the back-room guile of 
electioneering. So what began by looking 
like a dull year for the political animals of 
Massachusetts has been transformed into 
welcome chaos with the onset of an 
unexpectedly open race on home turf for 
the seat of its junior senator. 

Three young: liberals lead a crowded 
field of Democrats to succeed Senator 
Paul Tsongas, the popular Democrat who 
recently announced he would not seek re- 
election after discovering that he has a 
mild form of cancer. Two are congress- 
men: Mr Edward Markey, aged 37, and 
Mr James Shannon, aged 32. The third is 
Mr John Kerry, aged 40, the state’s 
lieutenant-governor. Like three outsiders 
in the Democratic race, including Mr 
David Bartley, a former Speaker of the 
state assembly, all are Irish-Americans. 
Only Mr William Hebert, a teachers’ 
union chief, breaks the Irish mould. The 
first show-down for the Democrats is 
their party convention on June 9th; only 
those who get 15% of the delegate vote 
then are entitled to enter the Democratic 
primary in September. 

The entire election might well have 
thrashed itself out in this spirited Demo- 
cratic arena, as would appear fitting in 
such a thoroughly Democratic state, but 
for the emergence from the mist of a 
distinguished Republican from the past: 
Mr Elliot Richardson. Mr Richardson is a 
model of the Boston brahmin caste which 
has seen its best days politically in New 
England but which can still arouse popu- 
lar affection on occasion. Mr Richardson 
is remembered for coming out creditably 
from the Watergate mess. Having served 
as lieutenant-governor and attorney-gen- 
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Shannon, Kerry, Markey, Shamie and Richardson—not many conservatives here 
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eral of Massachusetts, he went on to 
become Mr Nixon’s secretary of defence 
and attorney-general. When running the 
justice department, he resigned rather 
than obey Mr Nixon’s order to dismiss the 
Watergate special prosecutor. 

Mr Richardson is no Reaganite. But 
the Reagan White House is so eager to 
break the Democratic hold on Massachu- 
setts, whose other senator is Mr Edward 
Kennedy, that it is turning a blind eye to 
Mr Richardson’s views. He says the 
White House urged him to run. 

Registered Republicans are a cosy club 
in Massachusetts, representing just 20% 
of the voters—half the usual Democratic 
share. But an independent vote that 
sometimes runs to 40% gives Republicans 
constant hope; with the independent Mr 
John Anderson taking 15%, Mr Reagan 
was able to beat President Carter by a 
hair's breadth in 1980. A Republican 
victory in Massachusetts this year would 
offset possible defeats elsewhere and so 
help keep the senate in Republican 
hands. 

The flow of Republican funds into 
Massachusetts would, no doubt, be virtu- 
ally limitless for a good old Yankee- 
versus-Irish battle. That sort of fight is the 
emotional axis on which the state’s poli- 
tics have traditionally turned. For that to 
happen, Mr Richardson must first dispose 
of a combative Republican rival, Mr Ray 
Shamie, in a primary in September. Mr 
Shamie is a self-made millionaire who 
represents a recent non-aristocratic, 
“new money” trend in the local Republi- 
can party. He used his own fortune to 
inount a vigorous challenge against Sena- 
tor Kennedy in 1982 and is aggrieved that 
Mr Richardson is now moving in to usurp 
the ground he prepared. 

Mr Richardson's reappearance smacks, 
to be sure, of expediency. He has not 
lived in Massachusetts for 15 years, hav- 
ing served, after his brush with Mr Nixon, 
in the Ford administration and as Presi- 
dent Carter's representative to the law- 
of-the-sea conference. He has mostly, 
however, practised law in Washington, 
and so faces the charge of carpet-bagging. 


AMERICAN SURVEY 


Of the Democrats, marginally the best 
known in Massachusetts is Mr Kerry. He 
is a down-the-line liberal who won elec- 
tion as lieutenant-governor by emphasis- 
ing his anti-war credentials. Having been 
decorated for bravery as a naval com- 
mander during the Vietnam war, he came 
home to testify before congress that the 
war was wrong. He founded a nationwide 
protest movement of Vietnam ex-service- 
men. Like Mr Markey and Mr Shannon, 
he favours a nuclear freeze and has been 
active in promoting a policy to control 
acid rain. 

Outside the state, Mr Markey is better 
known. The slim, industrious congress- 
man from the district stretching north 
from Boston worked with Senator Ken- 
nedy in introducing the nuclear-freeze 
resolution before congress. If anyone has 
his neck ahead in the Democratic race itis 
Mr Markey. He can point to influence in 
Washington. 

Mr Shannon also makes that claim. He 
has become something of a Washington 
insider, despite his youth, thanks to his 
close relationship with Boston's political 
grandfather, Mr Tip O'Neill, the Speaker 
of the house of representatives. When he 
entered congress in 1978 at the age of 26, 
Mr O'Neill put him on the house ways 
and means committee, a coveted assign- 
ment with power over taxes. But Mr 
O'Neill's support can be a double-edged 
sword at election time. The Speaker has a 
knack of backing losers. 

Mr Bartley, who stands to the right of 
the liberal trio, should not be written off. 
Followers of current affairs may, howev- 
er, be excused for having done so already. 
In a news quiz conducted recently by a 
Boston television station, the seven Dem- 
ocratic candidates were asked, among 
other questions, to name the leaders of 
Israel and Syria and to say which side 
America is on in Nicaragua and E!l Salva- 
dor. Nobody did well, but Mr Bartley got 
every answer wrong. 

Mr Richardson is what they call in 
working-man’s Boston a “class act”. He is 
thought of as combining style and moder- 
ation. He supports a nuclear freeze. He 
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would curb defence spending and raise 
‘taxes to cut the federal deficit. His depar- 
_ ture from Reaganism could attract inde- 
_ pendent voters and perhaps some 
liberals. 
f But he is a dull performer and has yet 
_ to be seen campaigning in the flesh. The 
Democrats are betting that popular illu- 
| sions about Mr Richardson will disappear 
as he attempts to translate the glossy 
__ myth into electioneering reality. 


La bour relations 
Feud in the family 


American unions have many reasons for 
_ wishing President Reagan out of office. 
One that is becoming more compelling is 
the transformation of the National La- 
bour Relations Board, which was set up 
| more than 40 years ago to protect the 
rights of workers, particularly the right to 
| Organise. The board is supposed to see 
___ that employers bargain with unions over 
wages, hours and conditions of 
employment. 
The two men and one woman on the 
board appointed by President Reagan 
(one seat is empty and the fifth is filled by 
an appointee of President Carter's) have 
overturned a number of past decisions. 
Their most recent ruling, made last week, 
was far-reaching; it held that an employer 
who moves work from one place to anoth- 
E er to reorganise his business need not 
_ bargain with a trade union, so long as his 
motive is not simply to reduce his labour 
costs. Such decisions, the board said, lay 
“at “the core of entrepreneurial control” 
~ and need not be discussed with the union. 
I This is likely to lead to even more migra- 
tion of firms to states where the unions 
are weak. 
A somewhat similar decision, handed 
down by the Supreme Court in February, 
` gave employers who have pleaded bank- 
ruptcy the right to void their union con- 
tracts even if they are not on the point of 
collapse. Several large companies have 
used this device to cut wages drastically. 
A month later the house of representa- 
tives, in passing a new version of the law 
on bankruptcy, included protection for 
= union contracts, but the senate, which the 
_ Republicans control, has not. 

Other decisions that have dismayed the 
unions have allowed an employer to sack 
a worker who complained to state offi- 
cials that he was asked to drive an unsafe 
| truck; have approved dismissals of strik- 
ers who hurl abuse at non-strikers; have 
relieved employers of the requirement to 
tell employees that they are free, during 
breaks or lunch-time, to try to persuade 
other workers to join the union. 
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The 400 club 


Prepare for a round of quadringenaries. 
Plymouth Rock, in Massachusetts, will 
not be rediscovered by pilgrims celebrat- 
ing 400 years of the English in the New 
World until 2020, but the good ship 
Godspeed, in replica, will be setting out 
from England a year from now to pre- 
pare for 400 years of Jamestown, Virgin- 
ia. Jamestown was actually settled in 
1607, by which time some 43 years had 
elapsed since the foundation of Fort 
Caroline in Florida by the French. Never 
mind. Even if you were pipped at the 
coast you can still have a celebration. 

That is certainly the view of the organ- 
isers of a little knees-up in North Caroli- 
na whose minds are turning this month 
to April 27, 1584, the day when a 50-ton 
sailing ship slipped out of Plymouth 
harbour. It turned up ere long at Roa- 
noke island off what is now North Caro- 
lina. Sir Francis Drake and Sir Walter 
Raleigh subsequently led two colonisa- 
tion attempts there, which are now re- 
garded as the beginnings of the English 
in North America. 

Both attempts actually ended in trage- 
dy. Once again, never mind. American 
and British dignitaries, including Prin- 
cess Anne, will be on hand this month 
for a $4m transatlantic birthday party 
that will last three years, It will start in 
England on April 27th, with the dedica- 
tion of a plaque in Plymouth, move to 
London, where an exhibition of Raleigh- 
ana will open at the British Museum, go 
south again to Exeter cathedral for a 
service. commemorating those- first 
American colonists, and then move, on 
July 13th, to Roanoke island. 

There the governor, Mr James Hunt, 


The make-up of the board disturbs the 
unions. The chairman, Mr Donald Dot- 
son, was formerly a lawyer for the steel 
industry. He persuaded the board that it 
should have its own solicitor review the 
independent general counsel's pleadings 
in appeals to the federal courts. The 
general counsel is Mr William Lubbers, 
who was appointed by President Carter. 
The solicitor chosen by the board is Mr 
Hugh Reilly, who was once employed by 
the National Right to Work Committee, 
which is bitterly hostile towards trade 
unions. Mr Lubbers’s term is expiring and 
his probable successor is considerably 
more to the right. The counsel's job is 
critical because he (or she) determines 
what cases are considered by the board. 

A further grievance of labour is the 
enormous back-log of cases that has built 
up. In 1978 there were 432 cases that had 
not been decided; now there are about 
1,700. Justice may be done in the end, but 
it is a long time coming. Workers whom 


ROANOKE ISLAND, NORTH CAROLINA 


will dedicate the Elizabeth 11, a replica of 
one of the three ships that sailed into 
Roanoke Sound in 1585 bearing the first 
100 colonists. Plays, ballets, exhibitions 
and an archaeological dig, whose aim is 
to find out more about the Algonquin 
Indians whose peace the early settlers 
disturbed, will follow. Fun, games—and, 
it is hoped, tourism—will continue until 
August 18, 1987, when the festivities 
officially end. That date is the 400th 
birthday of Virginia Dare, the first En- 
glish baby born in North America. 
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Raleigh stakes his claim 





the board reinstates may have to wait as 
long as 18 months. 

Worse still for labour, the board is 
proposing to send many cases to arbitra- 
tion instead of considering them itself. 
The unions dislike arbitration because it 
costs a lot, and also because they win only 
about a quarter of the cases heard by the 
American Arbitration Association. 

Mr Dotson’s philosophy is that labour 
and management should settle their dif- 
ferences without outside interference, 
and should recognise that they are in the 
same boat, and must swim or sink togeth- 
er. He feels that this will lead to less 
confrontation. He also says that “What’s 
good for workers may or may not be good 
for organised labour’, a rather threaten- 
ing view to the unions, which represent 
less and less of the labour force and know 
of some employers who refuse to negoti- 
ate. They say that if they have to resort to 
strikes instead of resorting to the board, 
there will be more confrontation, not less. 
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PAOLA Painting © 1984 Nicola Simbari 


Size 80 x 100cm 


Nicola Simbari is Italy’s most important living each print. Each is a significant work of art in its own 
painter and a major innovator in the field of graphics. right, personally created and signed by the artist at hi 
For him, art is something that people should be able to studio near Rome. 
have around them in their homes or offices. It should The number of prints in each edition is limited. 
not be limited to museums. Once completed, the plates are destroyed and the 

In pursuit of this ideal he has developed an screen defaced so that no other prints of the image má 
entirely new silkscreen technique for making prints. be made. 

These prints, known as retablos in silkscreen, allow Today the works of Simbari enjoy an internationa 
him to recreate the vigour of the original concept in reputation. They are much sought after by 
connoisseurs of fine art and hang in many of the 
world’s most distinguished private collections. 
If you would like a catalogue of Nicola Simbari's 
recent graphic works, primarily of figurative subjects 


r please contact us at the address below. A new book 
a about the artist’s work, The Simbari Collection 
| 1950-1983, is available at US $96. 
ORIGINAL GRAPHICS AND PAINTINGS A MG / NT Sla 
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® Under new management 


Four years ago this week, Zimbabwe became independent. 
Born from a civil war that had killed 30,000 people and brought 
the economy to a halt, the new country seemed set for a shaky 
Start. For two years, the sceptics were confounded: under the 
prime minister, Mr Robert Mugabe, old enemies were reconciled 
and Zimbabwe's economic growth was the fastest in the world. 
The past two years could hardly have been more different. The 
economy has stagnated, political tension increased. Which 
period reflects the true Zimbabwe? Our economics editor, 
Rupert Pennant-Rea, went to find out. 


“This is the jewel in Africa’s crown. 
Don’t tarnish it.” Thus President Julius 
Nyerere of Tanzania, saying goodbye to 
Mr Robert Mugabe after attending Zim- 
babwe’s independence celebrations in 
1980. Despite long years of war and 
international sanctions, the country that 
had been called Rhodesia  glittered 
brightly in the sun. Its gnp per person was 
around US$850, three times Tanzania’s 
average, twice Kenya's, slightly higher 
than Nigeria’s. It grew all its own food, 
with some to spare. It had a decent 
sprinkling of minerals and more manufac- 
turing industry than any other African 
country bar Nigeria and South Africa. It 
could call on the skills and capital of 
220,000 whites in a total population of 
7m. It had 12,000 black graduates; Zam- 
bia, when it became independent in 1964, 
had barely a dozen. No wonder President 
Nyerere was impressed. 

Today the jewel looks tarnished— 
though nature, not Mr Mugabe, should 
take most of the blame. Zimbabwe has 
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just had another bad rainy season, the 
third in a row. Parts of the country are 
scorched, the rest is parched. Smaller 
dams have dried up, water has been 
rationed. The huge maize silos, overflow- 
ing only three years ago, are now empty. 
Zimbabwe will have to import maize this 
year, though it has little foreign exchange 
to pay for it. Like many countries in 
Africa, it will need food aid. 

Before dismissing Zimbabwe as just 
another African cliché, outsiders need to 
guess what would have happened if na- 
ture had been kinder these past three 
seasons. Are the basic policies and priori- 
ties such that, with more rain, Zimbabwe 
will fulfil its obvious potential? To start 
answering that question, go back to 1980, 
and the reasons why President Nyerere 
was apprehensive about Africa's jewel. 

Eight years of civil war had left Zimba- 
bwe with abandoned farms and villages, 
thousands of refugees and three armies to 
integrate. Black politicians may have 
shelved their differences for a time to 


ZIMBABWE SURVEY 3 


unite as the Patriotic Front, but their 
guerrillas never did and the general elec- 
tion of March, 1980, had revived old 
frictions. Most whites had been shocked 
by Mr Mugabe's victory; if he really was 
the Marxist menace which they had long 
been branding him, they would take their 
skills out in a flash. That had happened in 
Mozambique in the mid-1970s, and its 
economy had never recovered. ; 

One man who knew Mozambique well 
was Mr Mugabe. He spent five years — 
there, before the Lancaster House agree- 
ment allowed him to return home for the 
1980 elections. For him, Mozambique 
had been more than a springboard for 
guerrilla war; it had also shown him some 
of the problems of peace. As soon as he 
had won the election, he started telling 
whites that the new Zimbabwe needed 
them. He kept many on in senior posi- 
tions in the army, judiciary and civil 
service. He appointed two white minis- 
ters to his cabinet. 

There were no reprisals, no trials of the 
former white masters. Mr Ian Smith, the 
Rhodesian prime minister for 15 years, is 
still a member of Zimbabwe’s parliament, 
being paid a salary to grizzle and gripe 
about how things have changed. One of 
his party's biggest paymasters in years 
past, Mr D. C. “Boss” Lilford, still strolls 
around the paddock at the racecourse in 
the capital, Harare. Few revolutionaries 
have been as magnanimous in victory as 
Mr Mugabe and his ministers. They had 
reason enough to hate whites; they chose 
to hate racialism instead. 

The soothing of white nerves was Mr 
Mugabe's earliest achievement in govern- 
ment, and also the easiest. Many whites 
expected the worst, so were pleased when 
it did not happen. But black people had 
high hopes of their new government, and 
could be quickly disappointed. Hundreds 
expected political office, thousands want- 
ed jobs in the public sector, millions 
looked forward to more land, higher 
wages, better schools and clinics. Young 
men who had sacrificed much as guerrillas 
came home to claim their reward. Those 
pressures were acute, and still are. 

Outsiders also expected much of the 
new Zimbabwe. Communist countries, 
which had armed the guerrillas and sup- 
ported their political leaders through 
years of exile, wanted the solidarity to 
remain when the exiles returned. The 
western world hoped Zimbabwe would 
open its doors to the trade and investment 
that, because of sanctions, had formally 
been denied Rhodesia. But the conflict- 
ing hopes of east and west mattered less 
than the pressure that could come from 
the south. As it had been a lifeline to 
white Rhodesia, so South Africa could 
now choke the new Zimbabwe. It did not 
want its neighbour to be a haven for 














































uerrillas, nor an economic success that 
juld disprove its white supremacist 
iims. 
In judging which hopes have been 
filled and which dashed, the most mis- 
ading guide of all is the utterances of 
mbabwe’s politicians. Something about 
ountry seems to inspire political 
erbole. When he was prime minister, 
Smith pontificated about preserving 
sstern civilisation while defying the 
western democracies. Today, Mr Mugabe 
his ministers use the rhetoric of 
larxism, admire Mr Fidel Castro and 
ir to themselves as comrades. Yet 
Zimbabwe is light years away from. Cas- 
s Cuba, just as Rhodesia was from any 
yst-feudal western society. Harold Mac- 
illan was only half right: his “wind of 
ange” blowing through Africa has been 
least as much a change of wind. 
‘The verbiage is not without purpose, of 
ourse. The pressures on Mr Mugabe are 
jo great to-be satisfied by the concrete 
chievements of just four years, even if 
ere had been no drought. Slogans are 
ed- to- keep different groups happy. to 
ake them feel that the government is 
ally on their side. When Mr. Mugabe 
ddresses a rally of his party—particular- 
y when he is speaking in his native 
hona—he sounds far more radical than 
hen he is talking to a dozen 
usinessmen. 
liticians everywhere play to their 
udience and nobody minds too: much. 
ut: Zimbabwe is still so new, its govern- 
nent so unknown, that every ministerial 
yd is studied. with a care worthy of 
remlin-watchers. Diplomats do it, local 
pundits do it (though rarely in print) and 
0 > does the outside world, When Zim- 
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babwe joins Nicaragua in sponsoring a 
UN resolution condemning the American 
invasion of Grenada, it seems to be as 
hostile to the United States as the Sandi- 
nistas are. But the UN currency is words, 
and words are little guide tothe reality of 
Zimbabwe. 

They count for something, though. By 
the yardsticks of tourism and foreign 
investment, Zimbabwe is putting the 
world off. It has some tourist areas of 
world class and an incomparable’climate. 
Yet during this past northern-hemisphere 
winter, its resorts were seldom full. Most 
of the tourists were white and brown 


‘Zimbabwean: 


prevented by exchange 
controls from travelling abroad. 

The lack of foreign investment is more 
serious. In four years of independence— 
and after 15 years when sanctions starved 
the country of capital—Zimbabwe has 
attracted only US$25m of private foreign 
investment. That is the amount that went 
into developing countries as a group ev- 
ery 15 hours last year, and what a similar- 
sized country like Ivory Coast got in six 
months in 1981. Apart from one large 
investment by Heinz, the American mul- 
tinational, foreign companies have stayed 
away in droves. 

Zimbabwe's politicians tend to blame 
these failures on the international press. 
Certainly it is quick to report the bad 
news about Zimbabwe, and one white 
farmer being killed still gets more column 
inches than the murder of scores of 
blacks. Having reported a black-white 
war for years, journalists (and their edi- 
tors at home) are stuck in a groove that 
rarely does justice to the new Zimbabwe.: 
But the politicians and their rantings are 
also to blame if Zimbabwe sounds to the 
outside world like Speakers’ Corner with- 
out the jokes. 

On the ground, Zimbabwe is a differ- 
ent sort of place. It is being governed 
pragmatically, because that is often the 
only way to keep conflicting pressures at 
bay. That does not necessarily mean that 
it is being governed well: in some areas 
pragmatism has produced paralysis, hold- 
ing back economic growth and reducing 
the government’s room for manoeuvre 
elsewhere. As this kind of pragmatism 
has mainly political roots, Zimbabwe's 


politics is where this survey begins. 


Pressure here, pressure there 


Zimbabwean politics abounds with acro- 
nyms. Here is a quick guide to the politi- 
cal parties: 

@ Zanu (PF) is Mr Mugabe’s party, the 
Zimbabwe African. National Union (Pa- 
triotic Front). At the 1980 election Zanu 
(PF) won 57 of the 100 seats, 20 of which 
were reserved for whites, and 60% of the 
popular vote. 

@ Zapu is the Zimbabwe African Peo- 
ple’s Union, led by Mr Joshua Nkomo. In 
1980 it won 20 seats and 24% of the vote. 
@ The United African National Council 
(UANC) is led by Bishop Abel Mu- 
zorewa who was prime minister in 1979 
when the country was a hybrid called 
Zimbabwe-Rhodesia. The UANC won 
three seats and 9% of the vote. 

@ The Zimbabwe African National 
Union is. led by the Rev Ndabaningi 
Sithole, who managed to hold on to the 
name of the party that is really led by Mr 
Mugabe. Mr Sithole had become -presi- 


dent of Zanu when it was formed in 1963, 


but fell out with his colleagues in 1970 and . 


was eventually ousted in 1974. His party 
won no seats in the 1980 election, and 3% 
of the vote. 

@ The Republican Front, whose initials 
used to stand for the Rhodesian Front, is 
the main white political party. Led by Mr 
lan Smith, the RF won all the 20 seats 
reserved for whites under the terms of the 
1979 Lancaster House agreement. Since 
then, several RF members of parliament 
have:quit to sit as independents. 

These. parties helped to make the 1980 
election ah impressive display of multi- 
party democracy. None the less, Zimba- 
bwe’s political life revolves around Zanu 
(PF), which wants to turn the country into 
a formal one-party state. The process 
should reveal more about. Zanu (PF) and 
Mr Mugabe than four years in govern- 
ment-have done. To outsiders, party and 
leader remain enigmatic. 
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The worries of yesterday: Smith, Muzorewa, Nkomo 


One reason for this is the unusual 
structure of political power in Zimbabwe. 
Zanu (PF) was a revolutionary party, 
later backed by a large army. It was 
banned almost as soon as it was formed. 
Its leaders spent many years in prison or 
exile. They developed their own proce- 
dures for making and enforcing decisions, 
through a small and necessarily secretive 
central committee. It bore no relation to 
the machinery that awaited the revolu- 
tionaries when they took over govern- 
ment. Compared to party and central 
committee, parliament and cabinet were 
alien bodies. In time the two systems may 
meld. Right now, though, the party appa- 
ratus is the source of power and the 
centre of politicking. 


The Shona coalition 

Zanu (PF) is basically the party of the 
Shona, the largest “tribe” (strictly, a 
group of independent clans bound togeth- 
er by the Shona language). The Shona 
form three quarters of the population and 
predominate in the centre and east of the 
country. Because most of Zapu’s support 
comes from the Ndebele and is confined 
to Matabeleland, it is tempting to see 
Zimbabwe's politics in terms of this tribal 
and geographical division. 

That would be wrong, though not for 
the usual western reason that it is patron- 
ising to view Africa in tribal terms. Every 
society has its tribes—Europe with its old 
school ties, its Enarques and its freema- 
sons, meritocratic America with its Cali- 
fornian White House, its Irish and Geor- 
gian mafias. African tribalism is not much 
different. It means jobs for the boys and 
public money spent in favoured regions. 
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The better reason for not treating Zim- 
babwean politics just as a Shona-Ndebele 
struggle is that it misses a more significant 
fact: Zanu (PF) is itself a coalition of 
different interests, defined by history, 
personality and doctrine as well as by 
clan, and united chiefly by a keen appre- 
ciation of the value of power. The Shona 
contain three main groups—Karanga, 
Zezuru and Manyika—and the balance 
between them is the key to Zanu (PF)’s 
dominance. 

Mr Mugabe is Zezuru. His leadership is 
a powerful counterweight to the Karanga, 
the most numerous clan who live mainly 
in the central belt around Masvingo. Mr 
Nkomo thought that he could get enough 
Karanga votes to win the 1980 election. In 
fact, most of the Karanga voted for Zanu 
(PF), but their importance is reflected in 
one of those adages that politicians fa- 
vour: “if there are empty bellies in Mas- 
vingo, there will be trouble in the 
country”. 

The tribal balance within Zanu (PF) is 
overlain by other factors. Who did what 
in the war is naturally a big influence on 
where power now lies. The commander of 
Zimbabwe's army, General Rex Nhongo, 
was a leading guerrilla. He sits on the 
central committee of Zanu (PF), with 
more political influence than a military 
man might have in other circumstances. 
By contrast, the finance minister, Mr 
Bernard Chidzero, has no independent 
political clout: he was a senior UN official 
throughout the war. His authority de- 
pends on winning the intellectual argu- 
ments in cabinet, and even more on the 
support he gets from the prime minister. 

Ideology plays only a limited role in the 
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jockeying inside Zanu (PF). All ministers 
are Officially committed to “building a 
socialist state”, though the timetable and 
the terms are undefined. Some senior 
party men—such as Dr Herbert Ushewo- 


kunze, the transport minister—would 
clearly like to move faster and more 
autocratically than others. Broadly, how- 
ever, political doctrine is used opportu- 
nistically, to complement a political fol- 
lowing that has other, deeper roots. 


At the top 

The ambiguities in Zimbabwe's politics 
are mirrored in the prime minister. Mr 
Mugabe was brought up a Catholic, 
trained as a teacher, got six university 
degrees (half of them from prison) and is 
proud to be called a Marxist. He came 
through several power struggles within 
his party, and led it through a rough 
guerrilla war. Yet in private he seems a 
gentle, almost diffident man of distinetly 
unrevolutionary tastes: “Why can’t they 
play nice music, like Cliff Richard” he 
lamented, as the craze for Rastafarian 
music spread among young Zimbab- 
weans. 

These strands in the prime minister's 
personality have obvious effects on politi- 
cal life. Sometimes the teacher in him 
comes out, and he lectures his cabinet 
colleagues—as he used to do, literally, in 
prison to help them with their studies. 
Sometimes he is the Shona traditionalist, 
believing that decisions should not be 
taken until a consensus has emerged from 
long discussion. He is uncorrupt, yet 
favours the economic controls that breed 
corruption. The contrast between his own 
austerity and the average politician’s taste 
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for high living may already be distancing 
him from his colleagues, though it will 
probably consolidate his popular support. 

The paradoxes in Mr Mugabe are 
greatest in his attitude to private business. 
He told your correspondent that “we 
inherited a capitalist system, and must 
provide for its continuance as best we 
can”. But he is just as likely to blame that 
system for all manner of mischief. Take 
an example from last December. Maize 
meal—the staple diet of most Zimbab- 
weans—was running short. The govern- 
ment set up a committee of inquiry con- 
taining eight ministers. Their report 
exonerated the milling companies, whole- 
Salers and retailers, saying there was no 
evidence of hoarding: individuals had 
been buying the meal, smuggling some of 
it across Zimbabwe's borders. Two days 
later, speaking to a Zanu (PF) meeting, 
Mr Mugabe ignored the advice of those 
ministers: 

I will never believe the story that the short- 

age was caused by so many people now 

buying mealie meal or that some of the 
mealie meal was going to Botswana or 

Mozambique. That is a lie. I know these 

millers. Their intention is to suck the wealth 

of the country and destroy the govern- 
ment , . . Those whites we defeated are still 
in control. They own the mines, the fac- 
tories, commerce. They are the bosses in our 
own country. 
None of the eight ministers resigned after 
this outburst, nor did Mr Mugabe sack 
them. Everybody accepts that the prime 
minister sometimes behaves like a leader 
of the opposition, especially when he is 
addressing the party faithful. 

There will be many more such occa- 
sions this year, because August will see 
the first Zanu (PF) congress for 20 years. 
Even Mr Mugabe cannot be sure what 
kind of party it has become. His authority 
over it is clearly limited, because the man 
whom he dismissed as secretary general in 
1981—Mr Edgar Tekere, involved in the 
murder of a white farmer—has since 
become chairman of the provincial com- 
mittee of Zanu (PF) in Manicaland. 

The August congress will give Mr Mu- 
gabe the chance to place his leadership 
beyond doubt. To do so, he will need to 
smoke his critics out on several specific 
topics and then trounce them. At the 
moment, he seems unwilling to risk the 
possibility of failure. He is concentrating 
On a more cosmetic approach, uniting his 
party round an issue that will not cause it 
any bother—the need for a one-party 
State. 


Consensus if he can 

Under the Lancaster House agreement, a 
general election has to be held by Febru- 
ary, 1985—unless a state of emergency 
exists, in which case polling can be de- 
layed for a year. As the country has been 
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governed by a state of emergency contin- 
uously for 20 years, delay seems 
probable. 

Whatever the timing, Zanu (PF)— 
campaigning above all for a one-party 
state—looks certain to win another clear 
majority. Yet even that might not hasten 
the introduction of a one-party state: the 
Lancaster House agreement states that 
Zimbabwe's constitution cannot be 
changed for 10 years, except with the 
support of “all members of the house of 
assembly”. Mr Mugabe has often said 
that he is committed to this clause— 
“strictly bound” were the words he used 
recently. Not everybody believes him. 
Why all the current talk of a one-party 
state, ask the sceptics, if Mr Mugabe is 
not planning to introduce it soon? 

That misses the point. Mr Mugabe can 
be sincerely committed to Lancaster 
House—and also believe that he can get a 
one-party state before 1990, by agree- 
ment. He wants to persuade the other 
political parties to disband, and in return 
would give them—for example—seats on 
the central committee of Zanu (PF). 
Right now, he seems to have little chance 
of success. But his hand will strengthen as 
the months pass. By 1988, say, he will not 
need to offer his opponents any conces- 
sions: the one-party state will be an 
imminent reality. If he knows that and 
they know it too, other parties may soon 
be tempted to strike the best deal they 
can. 


Fears need calming 

However regrettable, a one-party state Is 
inevitable. When it happens is incidental. 
How it happens is crucial to Zimbabwe's 
peace and prosperity. The 40% of voters 
who did not back Zanu (PF) in 1980 had 
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very real reasons for not doing so. If they 
feel those reasons still exist, they will 
accept one-party rule with a bloody- 
mindedness that could do much harm. Mr 
Mugabe needs to calm their fears. 

Start with the whites, the smallest tribe 
and the one with most to give to Zimba- 
bwe’s economy in the short term. Their 
numbers have roughly halved from the 
250,000 who were there in 1979. By the 
end of this year, they may have shrunk to 
about 100,000. Even with 60,000 their 
economic contribution might not suffer— 
provided they were the right 60,000. All 
the farmers, most businessmen, some 
technicians could not be replaced in the 
short term, even by (expensive) expatri- 
ates, without harming the economy. 

Zimbabwe's whites have no political 
ambitions left. Many are embarrassed by 
Mr lan Smiths RF party. The old 
guard—the unreconstructed “Rho- 
dies’’—have mostly gone to South Africa. 
The whites who are left are not the 
staying-on types from Paul Scott’s Indian 
novels, 

Not yet, anyway. But their average age 
is rising, because many 30-45-year-olds 
are leaving. Taxation is not pushing them 
out, nor inflation, nor the prospect of a 
one-party state. They are leaving for their 
children’s education, and more because 
of uncertainty about the future than dis- 
satisfaction with the present. Most whites 
used to educate their children in govern- 
ment schools. Now, fearing a fall in 
standards, they are sending them to pri- 
vate schools—which are fuller than ever 
before. The government insists that the 
schools’ future is secure, but is equally 
determined that they should “serve the 
country’s needs”. 

That kind of vagueness has produced 
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Now in its 150 millionth fantastic year. 
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Zimbabwe's leading attraction, the Victoria Falls, 
has been in rehearsal for your visit for a very long 
time. This incredible spectacle of sight and sound 
introduces you to an equally wonderful country of 
great contrasts of old and new, of wild animals and 
beautiful cities. Visit us soon for an unforgettable 
experience. 
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Man suddenly sees to 
the edge of the univers 


Richard Casement, who died in 
1982 at the age of 40, was the most 
original journalist of his generation 
at The Economist. In this remark- 
able book are collected some of his 
best works both from the Science 
and Technology section which he 
created and from the rest of the pap- 
er. It displays the perception, depth 
and humour of his writing. From 
the microchip to the human mind, 
Casement wrote about complex sub- 
jects with a wonderful simplicity to 
achieve essays of equal interest to 
scientists and laymen. His predic- 
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tions of future trends and analyses 
of contemporary developments 
were acute. His appraisal of the 
people and methods behind major 
scientific breakthroughs serves to 
illuminate something of the nature 
of discovery itself. 


A BOOK TO ENJOY. 


Available at £4.95 from: 

The Economist, 

Publications Department, 

25 St. James’s Street, 

London SW1A 1HG, England. 
Telephone: 01-839 7000 










































ast November, the education m nis- 
nounced that the private schools“ 


uld have to achieve a black-white ratio 
60:40 in their new intake and cut their 
es by an average of 40%—and all this 
‘or the term beginning in January, 1984. 
The schools protested. They hed long 
ince filled their rolls for 1984, mostly 
h white children and at fees that did 
ittle more than cover costs. Within days, 
he ministry muttered that the directive 
sed not be taken literally. Within weeks, 
quietly shelved. 
n.a less twitchy country the whole 
sode would have seemed tactical, the 
vernment merely aiming to bounce the 
ools into thinking about change. In 
mbabwe it caused a surge of inquiries at 
eign embassies and high commissions, 
more whites planned to leave. If the 
vernment wants fewer local (as op- 
sed to expatriate) whites, it need do 
thing more drastic than tweak the pri- 
“schools. If it wants to keep the 
ites, it will leave the schools alone. 
mbabwe’s last battle between white 
d black will be fought not in the moun- 
ns and bush but, like Waterloo, on the 






teal and more serious fight is still going 
Matabeleland, between the govern- 
nt and what are euphemistically called 
issident elements”. At bottom, the 
ggle seems straightforward—Shona 
rsus Ndebele—but other issues and 
erests are involved. Few people know 
at-has really been happening in Mata- 
eland: this survey does not pretend to. 
e next five paragraphs are largely hear- 
and, given the subject’s importance, 
proportionately short. 

The coalition of Zanu (PF) and Zapu 
tedless than two years in the new 
abwe. In February, 1982, the gov- 
nent discovered (planted, the Nde- 


me affairs minister in Mr Mugabe’s 
Minet, was sacked. Zapu had been out- 
anoeuvred and then routed. 

The government went further. It ar- 
ted Mr Nkomo’s two main guerrilla 
ders, one of whom held senior rank in 
national army. They were tried for 
son, acquitted and then placed in 
tention, where they have been ever 
. Their arrest. prompted many for- 


return to the bush. “They attacked 
arms, railway lines, patrols. At the 
ing of 1983, Mr Mugabe ‘sent -his 
y's Fifth Brigade into Matabeleland. 
North Korean instructors, the Fifth 
e was rough and ruthless. While it 
was in. Matabeleland,. hundreds—proba- 





“These two thrusts, political and ‘mili 
tary, offended every western sensibility... 


blown civil war. 
thought the Shona could be challenged 


and beaten could think that no longer. = 
But respect does not mean acquiescence, 


still less support. The Ndebele have suf- 
fered badly in the drought, not least (say 


them. They are probably more resentful 
than ever of Shona dominance. If so, they 


will surely see Zanu (PF)’s campaign for a 
one-party state as the path to tribal hege- .* 


mony, not national unity. 

Discord, of course, sounds sweet to 
Zimbabwe's enemies. South Africa could 
not have created.the Matabele griev- 
ances, but only the purblind can pretend 
that it has not helped them along. It may 
be equipping Ndebele dissidents, training 


them and giving them a base. With local . 


variations, it has done that for the Mo- 
zambique Resistance Movement and for 









They also. saved Zimbabwe from a full- 
Any Ndebele who 


at the havoc it 
set its mind 


Matabeleland— Warni 
could cause in Zimbabw 
toit. 

The damagé so far has been bad 
énough: ‘The dissidents have gone for the 
big ranches, the lynchpin of the local 
economy. Since independence, 38 white 


. farmers in’ Matabeleland have been 
missionaries and others) because the gov- .. 
ernment has stopped food from reaching” 


killed; others have had to leave their 
farms: Fences have been pulled down, 
cattle herds broken up. The army and 


police have been expensively stretched. 


Add in the’ drought, and Matabeleland is 


by any standards an unhappy place. 


Its unhappiness has political roots, of 
course, but economic ones as well. Mi- 
norities éverywhere can be reconciled to’ 
not’ holding. political power. If they are 
excluded from economic progress as well, 
they rebel. Zimbabwe’s political future 
may be. described in terms of parties, 
constitutions, tribes and personalities; it 
will be decided by. the statistics of output 
andi incomes, food ma jobs. 





The boom went bust 


Zimbabwe began at a gallop. While most 
other countries slid into recession, its 
gross national product grew in real terms 
by 114% in 1980 and 124% in 1981. It 
needed to: economic growth had stopped 
in the closing years of the Smith regime. 
Between UDI in 1965 and the last year of 
illegal independence in 1979, income per 
head rose in real terms-by just USS3, or 
lessthan 2% (see chart 1). ` 

The new gcvernment—and the weath- 


er--then produced a boom. Record har-: 
vests followed ample rain and ‘high prices’ 
for farmers. Growth was also fuelled by 


foreign borrowing, which had largely 
been denied to illegal Rhodesia. The 
current-account deficit rose from $110m 
in 1979 to $300m in 1980 and $715m.in 


UDI’s three-dollar fruits 


Gdp at constant 1965 prices 
1965: 100 


200, 


1981, and the votuinis of imports rose 
60% in two years. 

The pace of recovery was bound to. 
slow down, but it did so more abruptly 
than anybody could have guessed. Three 
successive droughts—moderate in 1981- 


» 82, the worst in living memory in 1982-83, 


almost as bad in .1983-84—~hammered 


“agriculture. Gdp grew by only 2% in 


1982. Last year it fell, perhaps by 5%. 
This year it willprobably fall again. 
Bad’. harvests..do .more than reduce 


- agricultural production—though that is 
“serious enough, as farming accounts for 


18% of Zimbabwe's gdp. Farmers then 
buy less from the rest of the economy, 
and the extended-family system means 
that people working in the towns send 
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ney home ‘to: their 
have less to spend on the things that 
townies buy. Like beer: sales have fallen 
in real terms by 25% in the past 12 
“months. 
These second-round effects drag the 
whole economy down. The government 
therefore has to cope with a long reces- 
sion that demands extra spending on 
drought relief yet. shrinks revenues. At 
the same time it has been trying to cut its 
budget deficit, the most direct way of 
«réducing the overspending that has 
_ brought four years of large external defi- 
cits and virtually exhausted the country’s 
foreign-exchange reserves. 
This boom-to-bust sequence looks fa- 
“ miliar: few developing countries have 
escaped it in’the past few years. The 
familiarity is increased by the presence of 
the International Monetary Fund, which 
a year ago agreed an 18-month standby 
programme with Zimbabwe's govern- 
ment. Politicians usually exaggerate the 
role of the IMF, making it scapegoat for 
|» their domestic failings. In Zimbabwe, the 
fund is being used’ more subtly. Senior 
ministers insist that their policies aré of 
their own choosing: Zimbabwe would 
never take orders from outsiders. The 


IMF has therefore been downgraded, the 


better to highlight national indepen- 
dence. And, one way or another, macro- 
economic policy has been changed. 


Bonanza no more 
Not’ many countries stop monetary 
growth. Zimbabwe did. In the year to last 
August, while consumer prices were ris- 
ing by 15%, the M1 measure of the 
money supply fell slightly and M2 rose by 
` just 24%. To an outsider, that looks like 
overkill. The Reserve Bank replies that 
its restraint comes after a monetary ex- 
plosion—in 1980, MI rose by 34%— 
“which was caused by the government 
financing its deficit directly from the 
banks. A year ago, the government 
“dropped that printing-money approach 
and. now sells its debt longer-term and 
outside the banking system. 

Fiscal probity -has been harder to 
achieve, recently at least. In the last years 
of Ian Smith’s Rhodesia, fiscal policy was 
among the loosest in the world. Defence 
spending soared and, as more people 
spent longer on military service, the tax 
base shrank. The government’s budget 
deficit totalled 11.4% of gdp in 1978-79 
and 12.7% in 1979-80. 

The new government set about the 
deficit with Thatcherite zeal. Helped by 
economic recovery, it reduced the deficit 
to 7:7% of gdp in 1980-81 and 7.6% in 
1981-82. As the economy slowed down, 

“s0 it became harder to cut the deficit. In 
the current fiscal year, for example, the 
overnment was initially aiming- for a 
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deficit of Z$450m*, perhaps 7.3% of 
likely gdp. But in February Mr Chidzero 
announced extra spending, mostly on 
drought relief and tö cover losses in the 
agricultural marketing authority; mean- 
while tax revenues are running below 
budget. As a result, the government defi- 
cit is now expected to total Z$717m, 
about 113% of gdp (see chart 2). 

Such a large increase has upset the 
IMF, and will make it harder for the 
government to stick to other parts of its 
IMF programme. It also reveals the diffi- 
culties of fiscal restraint once public ex- 
penditure has built up momentum. In its 
first two years in power, the government 
increased its spending by 63% in nominal 
terms, a real increase of about 40%. 
Although it has since shaved or shelved 
most programmes, its spending has gone 
on growing. The political pressures for 
extra spending are still strong, on three 
budgets in particular: 

@ Defence. Mr Mugabe reduced military 
spending by 28% in his first year in office. 
Since then the budget has had to bear the 
cost of demobilising 35,000 guerrillas or 
integrating them into the national army. 
Worse, the fighting in Matabeleland has 
been an unexpected expense. The mili- 
tary budget for 1982-83 was set at Z$290m 
but overran by 19%—in a year when total 
government spending was held 11% be- 
low its initial target. Zimbabwe is still 
spending 64%. of its gdp on defence, 
compared with’ the 34% average for all 
developing countriés in 1980. 

@ Health. Rhodesian governments 
skewed medical spending in favour of 
whites. Now anybody with an income of 
less than Z$150 (US$130) a month—at 
least three quarters of the population— 
can have free medical treatment. Central 
government spending on health doubled 
in two years after independence. It is no 
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longer increasing so fast, but populati 
growth of 35% a year will ensure t 
medical spending goes on rising, ev 
without improvements in standards: 
@ Education. Until indepen 
school beyond the age of nine or ten 
for whites and a lucky minority of 
Now primary education is free for e 
child; secondary schools charge fee: 
are also subsidised. The number.o 
dren enrolled at primary schoolt 

820,000 in 1979:to 2.2m at the end o 
year, while secondary enrollments y 
up from 74,000 to 380,000, The educa 
budget trebled in-three years, goir 
from 123% of central governm 
ing in 1979-80 to 18% in the curren 


































health care. In a continent 
illiteracy and disease, Zimb 
soon be an enviable ‘exception. 
visitor ought to ask whether, in e 
at least, the government is no 
achievements by trying to` 
primary-school leaver a place 
form at secondary school. Countries ric 




























tates of 60-70%; above that, t 
that teaching standards suffer a 
dren drop out of school. Inde 
education ministry was originally t 
ing for 70% transition in th 
that began in January, Then th 
decided that every primary-schoo 
should get a Form 1 place. The § 
could not take the extra numbers, 
were short of books and teachers. For 
1, it was decreed, would start two’ wi 
later than usual. nye 
Zimbabwe's overstretched administr 
tors and teachers can do without ‘su 
muddle. Nor do its children benefit f 
overcrowded classes. Nor, in the slig 
longer term, will the economy be able. 
provide the kind of jobs that people 
a secondary education, however bad, w 
have come to expect. About 70% 
Zimbabweans earn their living from 
land; better, surely, to give their child 
the literacy and training that would | 
them to be good farmers rather th 
unemployed clerks. 


More taxes, less subsidy 
To finance increased spending, tax 
have risen sharply. One of the rises 'w 
thoroughly sensible: tax has been piled « 
petrol until it now costs almost Z$1 
litre. That is the equivalent of £2.85 
imperial gallon (55% more than the B 
ish price) or US$3.45 an American gallo 
(165% more than Americans pay); Th 
government has avoided the chea 
trap that caught so many developin 
countries in the 1970s. Motorists an 
industry complain, but rationing by pı 






































Earnings and the 
tax burden 
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ares them the hassle of rationing, by 
pon and bribe. 

ther taxes have reached heights that 
harder to justify. The proportion of 
s and salaries going on paying taxes, 
t and indirect, has risen to around 
(see chart 3). Many*cool heads 
yn that the: government is close to the 
sof taxation: higher rates and/or new 
-might simply reduce revenues. The 
> minister, Mr Chidzero, does not 
that view, though he admits that 
ion is “very high”. 

ing more people into the tax net, 

hidzero’s budget last July intro- 
a 2% income tax for people who 
ore than Z$100 (US$88).a month 
less than the minimum required to 
lify for pay-as-you-earn. After admin- 
ative ‘delays, the tax took effect at the 
inning of this month. It will not raise 
money, but that is not its purpose. 
idzero thinks it is “necessary for 
pleto disabuse themselves of the idea 
here is such a thing as a free 
at mood-changing intention was 
t its boldest last September, when 
overnment slashed consumer subsi- 
in basic foodstuffs. Measures that in 
r. countries have started riots and 
pled presidents. do not come easily to a 
v government in a new country. Yet 
nnual cost of the subsidies was cut 
m Z$175m to Z$32m. The price of 
ze meal went up by 40-45%, beef by 
50%, milk by 50%. bread by 21-27%. 

he reasons for the increases were 
efully explained; people grumbled, of 
rse. but they did not riot. The goven- 
nt-had faced its toughest. test. and 
>d. As long as it makes those kind of 
ices, it will not. paint itself. into a 
ner, losing all sense of spending priori- 
and all room for budgetary 
noeuvre. 

fhe government's realism on subsidies 
trasts with its muddle on wages. When 
took power, it naturally wanted to raise 


whites. On one estimate from the mid- 
1970s, 62% of all income was received by 
just 6% of the working population. al- 
most all of them whites. The government 
rightly set about ending the discrimina- 
tion, educational and cultural, that held 
down blacks’ incomes and held up 
whites’. Rightly again, it also used the tax 
system to narrow post-tax differentials. 
But it made the mistake of trying to use 
wages themselves to improve equity. 
That approach ‘has backfired in many 
countries, seldom so harmfully as in 
Zimbabwe. 

It began. as always, with good inten- 
tions. The government appointed a com- 
mission of inquiry—chaired by a British 
economist, Mr Roger Riddell—to look 
into wages and conditions of employ- 
ment. Even though wages were already 
rising much faster than prices (see chart 
4), the Riddell commission recommended 
large wage increases.for the lowest paid. 
From January, 1982. minimum wages for 
miners and industrial workers were raised 
by 24%, and those for farm employees 
and domestic servants (who together still 
account for almost two employees in five) 
by 66%. As prices were held back by 
controls, real wages initially soared. 

The longer-term consequences have all 
been damaging. The income gap between 
town and country has widened. Higher 
minimum wages have reduced job oppor- 
tunities in a country where the workforce 
is growing by 4-5% every year. The 
number of jobs in the modern economy 
had risen by 2.6% in 1980 and 2.8% in 
1981, but then stagnated in 1982; within 


that 1982 total, sharp falls occurred 
among farm workers and domestic 
servants. 


Industrialists had consoled themselves 
that higher pay would boost their costs 
only marginally: fewer than a quarter of 
industrial workers were being paid below 
the new minimum wage. They had reck- 
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unskilled getting rises of 20-25%, -they 
wanted them too. Industry's costs were 
pushed up, its prices held down. The 
strain fell initially on profits, then on 
investment and employment. 

The government did not foresee these 
repercussions, but it soon realised the 
dangers of a wage spiral. In July, 1982, it 
introduced a wage. freeze that was sup- 
posed to last for a year, In fact, wage rises 
have been held below. the inflation rate 
for a second year—and people earning 
more than Z$20,000 (US$17,500) a year 
have not received any increase at all. 

That is the theory, anyway. In practice, 
the private sector has got round the freeze 
by giving senior staff all sorts of perks— 
cars, school fees, holidays and the like. 
Unlike straightforward salary increases, 
these escape the taxman’s clutches, so the 
government has lost revenue at the time 
when it needed it most. It has also lost 
some of its best civil servants and manag~’ 
ers, who have quit for the bigger rewards 
of private business. Their departure has 
compounded the inexperience at the top 
of the civil service and the semi-state 
bodies (more about this later). 

The legacy of the Riddell commission 
will take years to shake off. Nominal 
wages are much higher than they would 
otherwise have been, so too are prices. 
The real wages of those in work have 
probably been boosted, and the gap be- 
tween the highest- and lowest-income 
earners has probably narrowed. But these 
achievements-in-the-name-of-equity sig- 
nore the casualties—people who lost their 
jobs or have been, prevented from getting 
a job at all. There is not much equity in 
being unemployed. 


Running out of reserves 

The last of the macroeconomic levers, the 
exchange. rate, is the one most often 
ignored. or. abused by governments in 
Africa.. They fix it, inflate behind it, lose 
competitiveness, discourage exports and 
then limit imports by quotas or ever-rising 
tariffs. Countries have to cut back on 
essential raw materials and capital goads. 
No less serious, they lose sight of interna- 
tional prices to guide them to do what 
they are best at. Asked to explain why, 
oil-rich Nigeria apart, income-per head in 
black Africa fell by 5% in real terms 
during the 1970s, most economists would 
put overvalued exchange rates near the 
top of their list. 

' That: much is ‘well known. The IMF and 
the World Bank have long preached the 
virtues. -of competitive exchange rates, 
though few. African. policy-makers prac- 
tise them- Zimbabwe: is a bit different: 











_people..in, the Reserve Bank and the 


ery: see e the exe ange | rate as 





finance m 








BCCI Ho.pincs 
(LUXEMBOURG) SA 
39 Boulevard Royal, Luxembourg 


| December 3 Capital Funds USS Total Assets US$ Mog 
-4983US$ 807 million 12,300 million | 
BCC Group now has Offices in 68 Countries - 
- Subsidiaries | a 


Bank of Credit & Commerce International S.A., Luxembourg. 

Bank of Credit & Commerce International (Overseas) Ltd., Grand Cayman. 

Bank of Credit & Commerce International (Lebanon) S.A.L. Beirut, Lebanon. Ţ 
waziland. 


Bank of Credit & Commerce International (Swaziland) Ltd. Manzini; $ 
Bank of Credit & Commerce Canada, Montreal, Canada. © BO 
Bank of Credit & Commerce (Zambia) Ltd., Lusaka, Zambia. 

Bank of Credit & Commerce Gibraltar Ltd., Gibraltar. 

Bank of Credit & Commerce Niger, Niamey, Niger. 

; Bankof Credit & Commerce (Botswana) Ltd., Gaborone, Botswana. 
Bank of Credit & Commerce Zimbabwe Ltd., Harare, Zimbabwe. 

~ Bank of Credit & Commerce Cameroon S.A., Yaounde, Cameroon. 
Bank of Credit & Commerce Hong Kong Ltd., Hong Kong. 

BCCI Finance International Ltd., Hong Kong. 

PT.BCC Pratama Leasing Indonesia, Jakarta, Indonesia. 

Credit and Finance Corporation Ltd., Grand Cayman. 

BCCI Finance International (Kenya) Ltd., Nairobi, Kenya. 

BCCI Finance N.V., Curacao, Netherlands Antilles. 

Italfinance International S.p.A., Rome, Italy. 

BCC Credit and Finance (Uruguay), Montevideo, Uruguay. 

Banco de Descuento, Madrid, Spain. 


Affiliates . 

Banco Mercantil, Bogota, Colombia. 

Bank of Credit and Commerce (Emirates), Abu Dhabi, U.A.E. 

Bank of Credit & Commerce international (Nigeria) Ltd., Kano, Nigeria. 

Bank of Credit & Commerce (Misr) S.A.E., Cairo; Egypt. 
Banque de Commerce et de Placements S.A., Geneva, Switzerland. 

National Bank of Oman Ltd., ($.A.O.) Muscat, Sultanate of Oman. 

Premier Bank Ltd., Accra, Ghana. i 2 

KIFCO - Kuwait International Finance Co., S.A.K., Safat, Kuwait. 

BCC Finance & Securities Ltd., Bangkok, Thailand. 

BCCI Leasing (Malaysia) Sdn Bhd, Kuala Lumpur, Malaysia. 


BCC Countries 


Australia, Bahamas. Bahrain. Bangladesh. Barbados. Botswana. Brazil. Cameroon. Canada. China, Colombia, Cyprus. Diboun. Egypt 
Franée. Gabon. Germany (West), Ghana, Gibrahar, Grand Cayman, Hong Kong, India. Indonesia, Isle of Man, ttalyelvory Coast, Jamaica. 
Japan. Jordan. Kenya, Korea (South). Kuwait. Lebanon. Liberia. Luxemboury, Macao. Malaysia. Maldives. Mauritius: Monacc. Morocco. 
Netherlands Antilles. Niger Nigeria, Oman. Pakistan. Panama. Philippines. Portugal. Senegal Seychelles, Sierra’ Leone. Spain. Sri Linke. 
Sudan; Swaziland: Switzerland. Thailand. Togo. Turkey. United ‘Arab Endeates, United Kingdom, Uruguay US. A. Venezoela. Yenien | North. 
Zambia. Zimbabwe. =: E o 





_ the @ 
Economist} 








COMPUTER COMMUNICATIONS 





FINANCE 
GOVERNMENT 
TELECOMMUNICATIONS 


MEDIA 







.KES YOU INSIDE THE 







BROADCASTING 
SATELLITES 
INTERNATIONAL BUSINESS 
DEFENCE 


MANUFACTURING 


orld communications report 


THE NEW INTERNATIONAL NEWSLETTER THAT 


| WORLD OF COMMUNICATIONS 
POLICY, ECONOMICS AND TECHNOLOGY. 











Connections is an exclusive new intelligence 
nce jointly published, every two weeks, by The 
omist and the Television Digest organisation of 
/ashington, for 38 years America’s leading publisher 
journals and newsletters on the television and 
lecommunications industries. 
_ Edited by Brenda Maddox and Jonathan Miller, 
tmalists with international reputations in the 
mmunications field, it provides communications 
licy makers, business strategists and analysts with a 
ge of views and information that goes far beyond 
available from any other source. 

Connections has the editorial resources of The 
nomist and Television Digest behind it and will be 
only report to get right inside the world of 
mational communications. _ 
© make sure you don’t miss a single issue 
plete the subscription order form opposite and 















See wees eseeeee 


* 


er 


eenee 


* 


A ed 
. 


iii hie tee eee eee eT ee ee Tere eee 


















































"t * - . 
Connections — The. Television | : 
World Communications Report Economist Digest ‘ 
(] Please enter one year» subscription (26 issues). : 

* 
~ - - = ' 
Name id 

es a * 
Company 7 
~ . 
Address : 
Higa ea Te R 
ia 
aaa ae oe * 
Job function T : 
Nature of company s business s 
z amene A 
Worldwide subscription rate £200 or USS400 s 
E Cheque enclosed ORE USS ee i POE i ` 
cheques should be made payable to The Economist New spaper Lintited : 
oJ Please charge my £I Ames D} Visa catd account with £ USS... oes 
j ane 
ERs cav ea Eee EE ; 
* 
i * 
Signature: Valid tngk es Se 
J Please send pro- farnu invoice oes : ZBA 
Return to: Linda Denli, The Economist Newspaper Limited. i 
25 St. James's Street, London SWEA THG: Englands Rognired in Londen Nn TAGAKS 
oe 


$ eRe eee Oe 


Penh a ane e et  e  eee  oe 














Current account 
Trade balance 
` Services 


Investment and 
private 
transac bons 









Current-account balance 








1978 






73 


Source. Reserve Bank 





an influence on growth. In December, 
1982, they devalued the Zimbabwe dollar 
by 20% against a basket of currencies 
veighted by their role in the country’s 

«Oreign-exchange transactions. At the 
same time, the weighting system was 
changed to a more conventional trade- 
weighted basket. By that yardstick the 
dollar was devalued by 25% rather than 
20%. Since then, its trade-weighted value 
has slipped by a further 5% or so— 
enough, most policy-makers reckon, to 
maintain the competitiveness of Zimba- 
bwe’s exports at the 1980 level. 

That. is not the end of the matter, 
however. Zimbabwe has rigid exchange 
controls, an: anorexic system of rationing 
foreign exchange for importers, and vir- 
tually no foreign reserves. None of this 
Suggests an exchange rate in comfortable 
equilibrium. Nor does the existence of a 
black market, which will buy £1 for Z$3, 

. roughly twice the official exchange rate. 
If Zimbabwe was intent on balancing all 
its foreign payments by price, it would 

._ devalue its exchange rate a lot more. 

Instead the government is relying on 

--aver-tighter exchange controls. It has of- 
ten complained that the biggest drain of 
foreign currency is not the deficit on 
visible trade but the outflow of invisible 
payments (see chart 5). Last month Mr 
‘Chidzero announced his way of slowing 
that flow down—a “temporary” embargo 
on profits and dividends remitted abroad 
(except on investments made since 1979), 
and tighter controls on some emigrants’ 
income. He also intends to acquire the 
foreign investments held by Zimbab- 
weans in exchange for government 
bonds. All these measures are directed 
against private investors, who will be 
confirmed in their view that Zimbabwe is 
no place to invest in. The government has 
done nothing to tackle the bigger cause of 

invisible outflows—its own budget defi- 
cits, which have produced a foreign debt 
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~ that costs US$180m a year in interest. 


The possibility of using the exchange 
rate rather than controls to ration foreign 
currency plays no part in Mr Chidzero’s 
thinking. In a recent speech he listed “at 
least four drastic, adverse consequences” 
of “any premature liberalisation of ex- 
change control”, and said it would be 
catastrophic for many of our import-substi- 
tution industries which depend on imported 


Autarky above all 


All developing countries start on’ the 
industrial road by protecting domestic 
companies against foreign competition, 
to give them a chance to replace imports. 
For a while the results are striking. Pro- 
duction increases, boosting jobs and in- 
comes which in turn provide the demand 
to encourage still higher production. 

Ian Smith’s Rhodesia went farther and 
faster down this road-than most, because 
sanctions cut off some imports and made 
it harder to earn foreign exchange from 
exporting. Between UDI in 1965 and the 
last year of illegal independence in 1979, 
the volume of Rhodesia’s.imports fell by a 
third. while gdp nearly doubled (see chart 
6). Almost all of that. import substitution 
was done by industry. By 1979, the coun- 
try had 1,340 manufacturing companies, 
making 6,200 different products and pro- 
ducing 254% of its gdp. 

Rhodesians saw this as an economic 
success, but its greater significance was 
political: the growth of domestic industry 
allowed their government to beard the 
world for 15 years. Economically, the 
results were ambiguous. Sooner or later, 
every country finds that the initial bene- 
fits of import substitution run out. The 
trick is then to switch the industrial em- 
phasis to exporting, to reap the far bigger 
rewards of producing for world markets 


and to world standards. Those coun- 
; i 6] 
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enjoy the protection afforded them by for 
eign-exchange control and import-co: ntro 
measures. 
There it is: currency controls are ‘part and 
parcel of trade protection, which is: 
to the country’s industry. Yet it is 
from clear why the industry that grew. 
in Rhodesia to defy the world should no 
best serve the interests of mbabu 



























tries—mainly in East. and South-é: 
Asia—that pulled it off in the 1960s ha 
prospered, world recessió ! 

rest were helpless in the fa 
shocks and falling world prices for thei 
raw.materials. Stuck with high cost 
low quality, their industries could 
only. to a protected home: 
losing i its oomph. 































of its gdp fe chart 7 
sanctions cut that rati 
Zimbabwe is no fumbl ) 
national trade. Its manufactured expo! 
in 1982 were worth 43% of its gc 
compared with 7% for South Africa ar 
only 24% for an African success story: 
Ivory Coast. Nor is the government indi 
ferent to the needs of exporters. .O 
past year it has given them ne 
breaks, and increased. their traver an 
ances while others’ have been cut, 
Yet the prospects for industrial expo 
are clouded. Zimbabwe is so short. of 
foreign exchange that controls om impor 
are holding back exports. Industry’s allo- 
cations of foreign currency have been 
20% in the first half.of this year; and 
now only 60% of what they. were 
1981—~and that in nominal terms: E) 
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ers have been helped by a US$70m re- 
olving credit fromthe World Bank, on 
ich they:can draw to buy. the imported 
mponents and materials they need to 
ieet firm export orders. Part of their 
eign-exchange receipts’ will be used: to 
epáy the World Bank and then build up 
pombabwe’ s own (and bigger) revolving 


lity. 

Useful though such schemes are, they 
le beside the other reasons for doubting 
Zimbabwe will export its way to an 
st Asian miracle. Lump those reasons 
to two: categories—international. poli- 

and domestic bureaucracy.. 
uble with the neighbours 
‘ore Mr Smith declared independence 
965, only 9% of all Rhodesia’s exports 
to South Africa. When Mr Mugabe 
came prime minister in 1980, that share 

risen to 22%. Rhodesia had come to 
nd-on South:Africa as market, mid- 
man, supplier and carrier. 
Zimbabwe cannot rely.on South Afric 
filling any of those roles, yet has little 
put in its place. In 1982 South Africa 
till bought 18%. of Zimbabwe's exports, 
10st twice.as much as the next biggest 
omer,.and:provided 24% of Zimba- 
imports (see chart 8). Roughly half 
timbabwe’s other trade was carried 
h Africa's roads and railways. or 

ped through its ports. 
mbabwe would love to diversify out 

f South Africa’s embrace. In some re- 
s it has done so: it exports tobacco to 
untries, for example. It might have 
dto make all its trade as internation- 
tobacco. Instead it is concentrating 
of its effort on nearby countries in 
It has joined two regional organi- 
ations whose purpose is to reduce eco- 
omi dependence on South Africa: 
he Southern African re ao 
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ticular sector—industry, 
transport, etc. 

@ The Preferential: Trade Area (PTA), 
which brings together 18 black-ruled 
countries in Southern and Eastern Africa, 
stretching up as far as Ethiopia. Its aims 
include reducing tariffs and other controls 
on trade betweén each other, and estab- 
lishing a clearing house for payments on 
their trade. Mr Mugabe is the current 
chairman of the PTA. 

In Zimbabwe, both these organisations 
crop up whenever economic policy is 
discussed. The ‘casual visitor might imag- 
ine that links with the rest of the world 
hardly mattered. In fact, the opposite is 
true: only 11% of Zimbabwe’s exports go 
to SADCC countries, plus 2-3% to the 
other 10 PTA members. To put so much 
store by such insignificant markets would 
make sense if they were booming—wit- 
ness the rush of salesmen from the indus- 
trial world to the oil producers in the 
1970s—but all of Zimbabwe's new part- 
ners are in direr straits than it is. They 
cannot afford to increase their imports, 
and have nothing to offer Zimbabwe in 
terms of knowhow—nor yet of less unreli- 
able routes to the sea than South Africa 
now provides. ~ 

What SADCC might offer is contacts. 
Rhodesia was cut off from the rest of the 
world for so long that Zimbabwe could 
now do with some forced integration. 


agriculture, 


SADCC’s conferences may be longer on — 


words than results, but they do provide 
occasion for Zimbabwe to see and be 
seen. Usually in a favourable light: it is 
much the most industrialised economy in 
SADCC, with (weather permitting) the 
most productive agriculture. It should be 
able to. attract much of the foreign invest- 
ment going into the region. It can also use 
SADCC to get directly involved in cross- 
border matters that affect it—like the 
maintenance of its transport links through 
Mozambique-—without being accused of 
meddling. 

That is the most charitable view of the 
SADCC connection. It is harder to see 


Jogic in the PTA. Even its worst enemies 


would not advise cash-strapped Zim- 
babwe. to exchange.its exports (usually 






g 
with hard currency) ‘for unconvertible 


currencies, plus a promise from its cus- 
tomers that they will do in two months 
what they cannot do today—pay in hard 
currency. Yet ‘that is what the PTA 
amounts to. It is setting up-a clearing- 
house so that countries can pay for their 
imports in their own currency. Every two 
months, the clearing house—run by Zim- 
babwe’s Reserve Bank from Harare—will 
tot up the bilateral transactions and coun- 
tries in overall deficit will then have to 
pay up in foreign currency. 

Being the strongest economy, Zim- 
babwe is bound.to export more than it 
imports. Until it receives its hard curren- 
cy, therefore, it will be giving free export 
credits to other PTA members. Intra- 
PTA trade will get a once-off boost, no 
doubt, but this will surely be followed by 
delays in hard-currency payments and 
time-consuming squabbles. 

The PTA is the clearest case of politics 
overriding economics in the cause 0 
African solidarity and reduced depen- 
dence: òn South. Africa. Westerners 
should pause before tut-tutting—their 
governments have often slowed down 
their trade with Russia for political rea- 
sons. Zimbabwe’s trade is’ more politi- 
cised because its vulnerability is greater 
and its adversary closer. Until South 
Africa changes. its government, Zim- 
babwe’s exports will go on suffering. But 
they are also being cramped in ways that 
are at least as damaging as the curse of 
geography—and a lot more avoidable. 


Red tape, red ink 

Mr Mugabe tries not to miss “Yes, Minis- 
ter”, the television comedy about White- 
hall mandarins frustrating their ministers’ 
plans. Zimbabwe’s civil servants may be 
less wily, but the result is the same. Not 
much gets done. A visitor sees the tell- 
tale signs—queues in government depart 
ments, form-filling in triplicate—and i: 
then regaled with horror stories by people 
living there. Some exaggerate, no doubt. 
But three (substantiated) examples give 
an idea of the damage: 

@ At independence, many foreign com- 
panies showed an interest in investing in 
Zimbabwe. Siemens, the huge West Ger- 
man electronics group, went further. It 
did detailed costings and market re- 
search, and then proposed a DM110m 
(US$40m) project. It was the kind of deal 
that other countries strive for, and it was 
Zimbabwe's for the taking. Siemens sub- 
mitted its plans to the government. Some- 
where in the labyrinth, the Siemens file 
was lost. 

@ A Nigerian cancer specialist working 
in London wanted to go-to Zimbabwe. 
He applied for a post, encouraged by the 
fact that the only:local specialist was 
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. He heard nothing: so applied 
gain. A year later, he got a letter from 
the Zimbabwe government offering him a 
job. By then, naturally enough, he had 
gone elsewhere. 

@ A local businessman won an order to 
supply 50,000 watches to Sudan, with the 
chance of a bigger contract later. He 
needed to import some components, but 
would: have generated three times as 
much. foreign currency when the deal 
went through. He applied for a licence; 
his letter was lost. He applied again, with 
othe same result. By this time, watchmak- 
¿ergin Hongkong had heard about the 

- order and scooped it up. 

Part of the problem is inexperience. 
White-ruled Rhodesia never allowed any 
blacks into the administrative ranks of its 
civil service. At independence, Zim- 
babwe had black businessmen, black 
farmers, black lawyers—but no black civil 
servants. other than messengers and 
“clerks. All that:has changed, so. quickly 
hat government departments have lost 
the institutional memory that tells them 
what will and won't work and the quickest 
way to get things done. 

Take the treasury as an example. At 
the beginning of 1980 it had 80 profes- 
sional staff, all white. On average, each 
had been in the department for more than 
15 years. By early 1983 only three‘of them 
were still there; the average length of 
service for treasury staff was 18 months. 
And*the ‘changes are still going on. In 
1981. three blacks were made deputy 
secretaries. All have since left, two of 
them for better-paid jobs in the private 
sector. No organisation can stand that 
kind of turnover without a drastic loss of 
efficiency. 


Markets would help 
Despite the bureaucracy’s shortcomings, 
Mr Mugabe and his ministers are relying 
on it to carry out many of their policies: In 
~-ome-cases that makes sense: schools and 
» clinics would never have spread as far and 
fast as they have done without a deter- 
mined push from the centre. In other 
areas, though, much can be done without 
making such heavy demands on the scarce 
supply of skilled administrators. In agri- 
culture, the government has used prices 
to tell farmers what it wants from them 
(see next article). It has also used the 
price: mechanism to curb the demand for 
imported oil. But in industry it has been 
thoroughly interventionist, even though 
that has:required many of the skills that 
its bureaucrats lack. 

Price controls are an obvious example. 
Most businessmen in Zimbabwe do not 
object to them in principle. But they are 

“deeply frustrated by the way the controls 
‘are administered. Having applied for per- 
mission to raise prices, many have had to 
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wait 12-15 months to hear the verdict. 
The threat of imminent bankruptcy. is 
often the only way to get an increase 
approved. 

The government could use a different 
method of controlling prices and profit 
margins—by letting several firms com- 
pete in the marketplace. Yet this ap- 
proach, standard in many countries, is 
overlooked or opposed in Zimbabwe. It is 
not simply that the government keeps out 
imports because it wants to conserve 
foreign exchange. Even when foreign 
companies offer to invest precious dollars 
or pounds in Zimbabwe, they are turned 
down if their chosen sector is deemed to 
have enough firms already. Zimbabwe's 
industry is twice blighted, being protected 


Life from the land 


The guerrillas who won Rhodesia’s civil 
war were mostly farmers or the children 
of farmers. They were fighting for the 
vote, no doubt, for an end to discrimina- 
tion and for more schools and clinics. 
Above all, they were fighting for land. 
Yet Zimbabwe had barely been born 
before Mr Mugabe’s cabinet raised maize 
prices by 41% and milk prices by 50%, 
knowing that most of the immediate 
benefits would go to 6,000 white farmers. 

It was a brave move, and it paid off. 
The 1980-81 season produced 2m tonnes 
of maize, a record. Supplies of milk also 
increased, though less dramatically. With 
hindsight, the maize price need not have 
been raised so much. At the time, howev- 
er, the government was not interested in 
fine-tuning. It wanted food for the 
masses, foreign exchange for the coun- 
try—prizes that mattered far more than 
who was being paid the high prices. 

The government's indifference could 
not last. Who owned the land had been 
the most controversial question in the 
country for decades. Blacks thought that 
white settlers had originally stolen. their 
land, and then formalised the theft with 
laws from a white parliament. These laws 
had divided farm land into three catego- 






From few, plenty 
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Total: 714, 852 









Commercial 
farms t% 








Available land, 1979 
Total: 32,700 hectares 


from foreign competitio 
lated by an ill-equipped 
longer this mixture lasts, th 
gish will industry grow? 






eign currency will: lin 
hence economic growth, 
tal of all, industry's slugg 


tion growing’ at 
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might. relieve some 
everything went extr: 
if things: go badly, 
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ries: commercial, ‘owned by wht 
large companies); purchase a 
which- blacks ‘could own freehold 
tribal trust lands; wheremost blacks 
on smallholdings, their tenur 
mined by tribal chiefs: The con 
farmers: had ‘much’ ofthe best soil 
weather, and received the lion's shar 
public spending on infrastructure. ` 
45% of the land in 1979; they produ 
76% of the country’s marketed ou 
(see chart 9). ee gece 
‘By some standards, white Rhodes 
agricultural: policies worked . well. 
country was self-sufficient in food, 
wide range of export crops. But the t 
structure was unsound, In the comm 
areas—the new name for tribal tru 
lands~-rapid population growth has fi 
years been mixing with low productivi 
to produce ‘malnutrition “and: povert 
spurring ‘people to migrate to the tow 
No government with long-term p 
sions could ignore this mixture, whet! 
or not it was bothered ‘by the pattern 
land ownership. Agricultural’ policy ha 
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The best news from Zimbabwe is 
some'of the changes have been wisi 
produced results, The bad news 
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nced of their merits.. And the worst 
‘ws is that the government may still 
sh its understandable desire for land 
rm down a path that would do more 
jong-term harm to the country than three 
uccessive droughts could ever do. 


Doing it right 
Almost every country in Africa has fouled 
up its farming, and in almost identical 
vays:,Farm-gate prices have been held 
wh, Or not risen as much as the price of 
seeds, fertilisers and so on that the 
armer has to buy. Overvalued exchange 
‘ates have reduced the returns that farm- 
rs receive from export crops. Marketing 
as been the monopoly of inefficient state 
arketing boards. Credit schemes have 
been inadequate, and usually lost money. 
Too little has been’spent on research, and 
n adapting the fruits of international 
esearch to local conditions. Advisory 
services have been poor, their coverage 
rratic. 
In Zimbabwe most.of these mistakes 
are either being avoided or at least are 
vell understood. Prices have been raised 
ith the exception of groundnuts, which 
uld usefully be given more encourage- 
nt). The devaluation of the Zimbabwe 
lar in December, 1982, and its subse- 
ent slide, has helped to keep up the 
cal-currency. price of. export. crops. 
en when drought: has, struck. prices 
continued to be used: this year, for 
ple, the government.is offering pre- 
jums..of 11-15% .a.tonne for maize 
ered in. April and May, earlier than 
ards—for grain, dairy products, cotton 
d beef—have.a remarkable record. As 
example, losses.of grain (the result of 
ring, bad.storage, etc) total less than 
% of output; in other African countries, 
or more is common..Zimbabwe has 
ight farming research centres and spends 
oughly. the equivalent. of 19% of its 
gticultural output on R&D—less. than 
24% spent in rich countries, but much 
e than other African countries. It has 
well-trained advisory service and (ex- 
ept_in drought years} its“ Agricultural 
inance Corporation (AFC) has a` better 
epayment record than almost any other 
eloping country... 














ral 
e who should know, ‘has the best 
aff of any in Africa (including South. 
frica). The minister of agriculture, Mr 
Denis: Norman; ista white farmer whose 
resence-in the cabinet has undoubtedly 
assured other whites. Like any good 


four state marketing. 


dies are overseen by werk 
istry which, according to. 


binet minister, he fights his departmen- - 


it would be ‘wrong 


“suppose that agricultural policies ‘could 


have taken the form they have done 
without the agreement of a majority in 
the.cabinet. 

All right, say the sceptics, but these 
policies and organisations are a legacy 
from white Rhodesia: won't they all 
crumble? Nobody. can answer that. But it 
is worth reporting that your correspon- 
dent, who was not impressed by the 
efficiency of the civil service in general, 
found that the best and brightest black 
officials were all working in some part of 
the agribureaucracy. Farming is not seen 
as a backwater, the object of urban 
sneers. As long as this attitude lasts, 
farming policies are unlikely to crumble. 


Seeking Cinderella 

A more serious doubt about the agribur- 
eaucracy is that its work has been too 
narrow. Credit and advisory services, 
marketing and research have all served 
the interests of commercial farmers. In 
1979, the extension service provided one 
agricultural adviser for 60 commercial 
farmers, but only one per thousand farm- 
ers in the communal areas. The AFC's 
credits used to go almost exclusively to 
commercial farmers. The communal ar- 
eas were ignored and their output lan- 
guished (see chart 10). 

That bias is changing fast. The agricul- 
ture ministry is concentrating most of its 
efforts and cash on improving services in 
the communal areas. The ratio of advisers 
to communal farmers has come down to 
1:850; the government's aim is to reduce 
it to 1:600. The AFC is increasing its 
loans to farmers in communal areas, 
though it has to tread carefully because 
the drought has increased its proportion 
of bad. debts, even among. commercial 
farmers. The government has also estab- 
lished 19 marketing centres in the com- 
munal areas, where none had been before 
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ave been encouraging. 
‘Until 1981, the communal areas had nev- 
er sold more than 80,000:tonnes of maize 
to the grain marketing beard. With: the 
end of the war and more attention being 
paid to them, they boosted their sales to 
324,000 tonnes in 198} and then 400,000 
tonnes in 1982. Drought pushed their 
output down to only 152,000 tonnes in 
1983, but that was still roughly a quarter 
of the country’s marketed maize. 

This post-independence revival in the 
communal areas has had its darker side as 
well. For years their low yields had been 
blamed (by whites) on bad farming— 
planting at the wrong time and so on. 
Now that experts are interested in the 
communal areas, they have found that 
farmers were not making such elementary 
mistakes after all. The poor yields are 
endemic, not man-made. Without much 
more research into improving the seeds 
and soil of the communal areas, farmers 
there will continue to struggle. 

In which case, so will Zimbabwe. Hav- 
ing: long been regarded as peripheral to 
the country’s agriculture, the communal 
lands are now starting to be seen as 
crucial, Take the report of the Chavun- 
duka commission on agriculture, which 
started with three assumptions: 

(1) Zimbabwe's population will grow by 
3.6% a year until the end of the century. 
(2) Zimbabwe's industry will grow fast 
enough to provide jobs for the natural 
growth in urban populations, but not for 
many immigrants from the villages. 

(3) By 1985, at least Im people, 15% of 
the whole population, will be resettled on 
land currently used- for commercial 
farming. 

The commission concluded that the 
communal areas would still need to sup- 
port about 4m people in 1990 (compared 
with 44m-Sm today), and the total would 
rise to.6m by 2000. — p 

The message is plain: although th. 
communal areasare already overcrowdea 
and unfertile, the pressure on them is | 
going to increase. Unless a lot is done. to 
improve. their productivity, people will 
not be able to make a decent living there. 
They will head for the towns and Cities, 
hoping to find jobs that probably will not 
exist. Zimbabwe will join the long list of 
developing countries with crowded cities 
that. cannot cope with the pressure on 
housing, water supplies, sewage and 
schools.» Those problems are: harder to 
solve than low agricultural productivity— 
and politically much more explosive. 

To try to ease the pressure on commu- 
nal areas, the government is resettling 
people on.commercial farmland. In mid- 
1982 it set a’ target to. resettle © 162,000: 
families over-three years. more than Im 
people in all. That is hugely ambitious. 


| THEECONOMIST APRIL 21, 1984. 










p ogramme involved only 42,000 families 
< over 10years. 
The scale of Zimbabwe’s ambitions 
becomes clearer still when the govern- 
ment says that it wants each family to 
have 150 acres of land, 124 acres for 
arable farming and the rest for grazing. 
Carried through, the scheme would 
therefore use 24.3m acres, two thirds of 
all the country’s commercial farmland. 
Perhaps 40% of the resettlement could 
be on farms that were either abandoned 
Or being badly used. The rest would 
involve taking over land that was well 
farmed and highly productive. Since the 
“commercial farms produce 80% of Zim- 
babwe’s agricultural: output and 35% of 
all its exports, the resettled land will need 
to be farmed just as well if the country is 
to avoid a financial and human disaster. 
Guesses at what might happen have 
been made by various people, notably Mr 
¿Bill Kinsey, a British academic; the 
World Bank; the United States Agency 
.. Tor International Development; and the 
Whitsun Foundation, a privately-fi- 
nanced think tank that produced many 
good studies of the new Zimbabwe but 
has just closed down. 

The costs and benefits vary from study 
to study, but all point to the same conclu- 
sion. Resettlement as presently envisaged 
would be an expensive folly: 

@ Buying the land will cost about 
Z$245m over three years, perhaps 12% of 
all planned. public capital spending. If the 
government buys any land against the 
nos farmer's will, it has to pay him in foreign 
currency—a clause in the Lancaster 
House agreement. 
., @ Resettled land will require. heavy in- 
~ vestment in roads, dams, etc. The goyern- 
ment will also have to increase its spend- 
ing on advisory services, credit schemes, 
ete for the new farmers. This could cost 








around twice as much again as the bill for. 


buying land. i 
-0 Employees on commercial farms 
would be displaced, so their total wages 

would fall by two thirds—perhaps by 

Z$170m (in 1982 dollars) by 1985. 

@ The new settlers would (a) lose their 

income from their farms in. communal 

areas—perhaps'Z$5m; and (b) earn only 

Z$70m (in 1982 dollars) from their. new 

farms—and that not until 2000. In income 

alone, therefore, resettlement would in- 
volve tosses of Z$105m-—about 10% of 

the value of agricultural output in 1982. 

@ Foreign-exchange.. losses would be 

even greater, because the export crops 

grown on commercial farms—-like tobac- 
co, sugar, beef and coffee—will be partly 
replaced by subsistence crops. Onone 
_-. estimate, Zimbabwe might lose Z$150m 
Jin exports in 1985, and need.to spend an 
‘tra. Z$100m on agricultural imports. 
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The country’s trade would therefore lose 
around Z$250m, about 60% of the cur- 
rent-account deficit last year. 

These guesses have been made by peo- 
ple who see the need for land reform. 
They are worried that the cause will be set 
back because Zimbabwe's government is 
trying to do too much too quickly. In fact, 
the original target of 162,000 families 
resettled by 1985 is not going to be met. 
The government is cutting back its spend- 
ing on resettlement, and Britain—com- 
mitted at Lancaster House to financing 
part of the programme-——is insisting on 
careful preparation of all resettlement 
areas, The new settlers are also acting as a 
brake; hit by the drought, some of them 
have apparently quit. 

The scale and speed of resettlement is 
one threat to Zimbabwe's agriculture; the 
form it takes is another. On five acres or 
five thousand, anywhere in the world, 
farmers are preoccupied with one ques- 
tion above all: who owns the land? Mr 
Mugabe’s government looks like giving 
the wrong answer. 


Peasants are productive 

Go back to 1980, to a meeting in Mas- 
vingo province called by the government 
to explain its ideas on land reform.. The 
new minister of lands, Dr Sidney Sekera- 
mayi, is there—a medical doctor who had 
practised for years in Sweden before 
going to Mozambique to join the leaders 
of Zanu (PF). He outlines his vision of 
farming in Zimbabwe: co-operatives and 
state farms, everybody working for the 
common weal. His. audience, several 
thousand. black peasant farmers, shout 
back that they want none of it. Their 
mood is ugly. The local district commis- 
sioner, a white. man who had worked in 
the.area for years, manages to calm them 
by. saying that the minister was only 


_ speculating about the future and will of 
course take their views.into account. 


Despite that Masvingo meeting, the 
government's instincts still favour co-op- 


-eratives and collectives rather than peas- 


ants. Even when it is supporting peasant 
farming-—as in the bulk of the resettle- 
ment programme, partly because Britain 
will not finance co-operatives—the gov- 
ernment fudges.the issue of ownership, It 
is giving the new settlers an open-ended 
lease, but not charging them for it. They 
have security of tenure, but can be de- 


Thin margins 


This survey began with a question. Which 
of the Mugabe years. have been typical: 


the first two, with their record economic 


growth and their political rapproche- 
ment; or the second.two, with.a shrinking 
economy and the Fifth Brigade cracking 











Owning up 


5 Annual % change in agricultural 
S. production 
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prived of their land if they * ‘seriou 
abuse” it. These ambiguities copy th 
traditional pattern in the communal 
eas, where tribal chiefs dispense land an 
can reclaim it. 

Meanwhile, the government is pu 
ahead with its own schemes for co-ope 
tives and state farms. Some.canny farme 
have pretended to set up co-operative 
because they get priority support from 
government, but in practice they farm 
peasants. Others, said a recent 
Bank paper, “are based upon coll 
of unusual individuals—for: example, 
Simba Youth at Umfurudzi (ex juvet 
delinquents, and now adult delinque 
who absconded with scheme: funds 
earnings)’. With few exceptions, the co 
operatives are not working well : 

That is not a- surprise. The evidenc 
from dozens of countries shows that f 
ers do better when they own their land 
at least have security of tenure. Af: 
countries have tried. both methods, 
ant and collective:.the peasants haye. wi 
by a mile (see chart 11). 

For Zimbabwe, the moral.could n tbe 
plainer. Yes, it faces short-term problem 
in transferring land from whites to b 
and in reducing the average size.of farm 
But its-long-term agricultural future | 
not depend ion, whether its farmers ar 
black or white, its farms:largéor’s 
What really matters is whether.its peo 
can own their own, land. Those peasai 
who, barracked the doctor from Swed 
were speaking for Zimbabwe. < 


skulls in Matabeleland? 

Answers to the political side-of: thi 
question must start with one negativ 
is impossible to imagine Zimbabwe 
turning to those earlier days when 
(PF) beat Zapu.at the ballot box.and th 


panes 


woe 
4 , 


Te 


w 


FERRI 


RE ATY T. 





eT E 
- = Ge 
+7 Stay 





“asked its leaders to join the cabinet. The 


future is far more likely to see the disap- 
pearance of Zapu and the beating being 
done by the Fifth Brigade. The Ndebele 
“dissidents” are unlikely to disappear, 
however. Their ‘support will probably 
grow unless the government turns its 
swords into ploughshares in Mata- 
beleland. 

That said, those who cherish multi- 
party-democracy should wait before writ- 
ing off Zimbabwe's one-party state. Its 
form will matter less than its spirit. Ke- 
nya’s elections are incomparably more 
democratic than, say, Bulgaria's, though 
both are one-party states. Kenyan voters 
choose from several candidates, each 
with their own slogans and promises; they 
defy the exhortations of the president; 
they abstain; they kick out cabinet minis- 
ters. If Zimbabwe follows this route, and 
is buttressed by an independent judiciary, 
it will at least avoid autocracy. 

The judicial buttressing is vital. Creaky 
though it has been, not least under Ian 
Smith, it still survives in Zimbabwe. Mr 
Mugabe's attitude to the judiciary is less 
obstructive than his image abroad sug- 
gests. He has overruled some court deci- 
sions, most notoriously in the case of the 
white air force officers who were acquit- 
ted by the High Court of blowing up 
several aircraft but detained by decree for 
almost a year. 

Yet the longer-term lessons of that 
affair deserve more space than they have 
been given. First, Mr Mugabe released 
the airmen—and not because of pressure 
from abroad, but because they were inno- 
cent. Had he been convinced they were 
guilty, no amount of diplomatic pressure 
would have got them out. 

The second lesson is that Zimbabwe 
needs better intelligence services. When 
the aircraft were blown up, the police did 
not do their detective work. They picked 
up the first white to hand, tortured him 
until he “confessed”, tortured him again 
until he named his superior officers, and 
then tortured them into “confessing” as 
well. That was the Bulgarian way, and 
Zimbabwe should expect a raspberry if it 
then pontificates about human rights at 
the United Nations. 

Other parts of the episode—the air- 
men’s trial, their acquittal, their eventual 
release—suggest that the law still acts as. a 
brake on the executive. Certainly, the 
bench in Zimbabwe is not being packed 
with government trusties. The chief jus- 
tice. Mr Enoch Dumbutshena, was never 
a Mugabe man. In January the govern- 
ment appointed three new judges—two 
whites and a brown, all of whom had held 
senior posts in Ian Smith’s civil service. 

The government also sees the need for 
better police work. Mr Mugabe has asked 
for a report on intelligence services 





abroad, to see what lessons Zimbabwe 
can learn. The countries he chose to study 
are themselves revealing: Britain, West 
Germany and Jugoslavia. His choice must 
have miffed two other countries: South 
Africa and Russia would dearly love to 
put Mr Mugabe in the communist camp. 


Economic doubts 

Judgments about Zimbabwe's economy 
are unavoidably blurred. The first two 
Mugabe years were helped by fine weath- 
er and foreign borrowing, the second two 
have been plagued by drought. Neither 
period was typical. So the better guide is 
what has been happening to economic 
policies, and the conclusions are mixed. 

On the plus side are the raising of 
agricultural prices for farmers, cuts in 
consumer subsidies, exchange-rate deval- 
uation and (until this year) the brave 
attempt to reduce the budget deficit. 
Debits include the raising of minimum 
wages, the bias towards co-operative and 
State farming, the instinctive autarky in 
foreign trade. Overlying the whole bal- 
ance sheet is the greatest weakness of 
all—bureaucratic incompetence, so that 
even good policies are poorly adminis- 
tered while bad ones (like price controls) 
are made worse through delay. 

The government’s policies are almost 
bound to deteriorate with the drought. 
When an economy is running normally, it 
is at least possible to collect evidence on 
the effects of different policies. If, say, 
higher prices for farmers produce bumper 
harvests, only the foolish would later 
reduce them. If the rationing of foreign 
exchange seems to be cramping exports 
and industrial growth year after year, 
policy-makers might at least review it. 
But when the whole economy is being 
hammered, policy loses all its empirical 
content. Everything is blamed on the 
drought, and under that blanket explana- 
tion all kinds of harmful policies have a 
chance to take hold. 

The longer the drought, the more the 
government uses policy changes to molli- 
fy people who are being hurt by it. That 
factory wants to lay off workers: stop it 
from doing so (but thereby ensure that its 
costs will prevent it from winning export 
orders). Those farmers are destitute: give 
them public money, provided they com- 
bine in a co-operative (so ensuring that 
they will grow less when the rains return). 

The only thing that goes on regardless 
is population growth. Zimbabwe's rate of 
growth is one of the highest in the 
world—3}% a year, perhaps more if the 
last census was as inaccurate as some 
suspect. If the World Bank's demogra- 
phers are right, Zimbabwe's popula- 
tion—about 8m today—will not stabilise 
until 2130, by which time it will be 71m. 

Whatever the 22nd century holds, the 







present requires economic growth of 34% 
a year just to stop Zimbabweans getting 
poorer. Perhaps gdp has the underlying 
potential to grow at 5% a year, as Zim- 
babwe’s optimists hope. Perhaps it can 
manage less than 34%, as a few pessimists 
fear. Nobody can be sure, because 19 
years of sanctions, war and drought have 
made it hard to define long-run trends in 
Zimbabwe. But one thing is clear: the 
margin between slow improvement and 
continuous impoverishment is alarmingly 
thin. It leaves no room for experiments 
that go wrong. 

One experiment has already gone 
wrong. lan Smith’s Rhodesia took the 
road to industrial self-sufficiency and al- 
most made it. It ended up with an impres- 
sive-sounding list of industries—and gdp 
per head that was only 2% higher in real 
terms than 15 years earlier. Zimbabwe 
needs the fastest industrial growth it can 
manage, to provide jobs and foreign 
exchange and taxes. It will get them bv 
selling humdrum things competitively tı 
world markets, not by tying up millions o1 
dollars in “sophisticated” industries that 
sell only behind trade barriers at home 
because they could not compete any- 
where else. Alas, the government seems 
bent on ignoring this message. If Zimba- 
bwe were to shake off all the legacies of 
Mr Smith's Rhodesia, one would remain: 
faith in what is home-made, no matter 
what it costs. 

Zimbabwe's other big experiment has 
only just begun. The future of its agricul- 
ture is still uncertain, except in one re- 
spect: if it prospers, so will the country. 
Zimbabwe is lucky that farmers in other 
countries have done the experimenting 
for it. Its government may be wise enough 
to learn from their mistakes. But if it 
isn’t, may it be democratic enough to 
listen to its own people. Three quarters of 
them live off the land. They helped Mr 
Mugabe to win the war. If he gives them a= 
chance, they will win the peace as well. 


The people who matter most 
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“Foreign exchange? Definitely UBS.” 


Our experts on the world's most guarantees and letters of credit to 
important currency markets will help export financing 

you reduce the foreign exchange 
risks connected with your inter- 
national operations. 


Talk to us and discover for yourself Union Bank 
how UBS combines the best Swiss of Switzerland 
banking traditions with a creative J 

We can advise you on all aspects of approach to money matters. 

financing — from advance payment International finance is our business. 
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An Agusta A109 hovers above Lake Maggiore 


Agusta, Italy's leading aircraft manufacturer companies Agusta banks with Cariplo, and Cariplo too, 
has been operating ever since the birth of the flying is steadily increasing its overseas activities. 
machine. Today the company employs over 10,000 Our experience with companies like Agusta has 
people. Agusta is perhaps most famous for its beauti- built for us formidable skills in serving international 
fully designed helicopters, built in Lombardy. They markets. 


produce the world’s widest range of helicopters, We now have a full service branch in London 
two thirds of which are exported to many countries and representative offices in Brussels, Frankfurt, 
all round the world. Hong Kong, New York and Paris. 

Agusta is one of nearly half a million businesses If you are looking for an international banking 
in Lombardy that make the region by far the most resource with Italian ‘simpatico’ get in touch with 


productive in Italy, your nearest branch, or 
Smeg GARIDO Sere 
the country’s industrial Office, Via Monte di 


output. Like most of these CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE Pietà 8, 20121 Milan. 
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Libyan guns in a London 


square 
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~ Here we go again 


“The Arab land, especially the land of the 
first Jamahiriyah in history, will become an 
unbearable hell under the feet of British 
“izens.” Thus ranted a Libyan newspaper 
April 9th, protesting that Libyans were 
wickedly under arrest or had been deport- 
ed after they had made bomb attacks on 
other Libyans in Britain. On Tuesday 
morning, seven days after the warning, 
gunfire from Libya’s embassy in London 
wounded 10 demonstrators against the 
regime of Colonel Muammar Qaddafi, and 
killed one British policewoman. So pity 
those 19 British diplomats and 8,000 other 
Britons resident in the Libyan Jamahiriya, 
or “state of the masses”. 

Within hours of the London shooting 
25 people in the British embassy in Tripo- 
li were surrounded by “revolutionary stu- 
dents” informed by Libyan radio that 
Libya’s “people’s bureau” in London had 
been stormed by British police. Diplo- 
mats’ homes were also surrounded. 

Britain's home secretary, Mr Leon 
Brittan, denounced the bloody violence 
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in pleasant St James’s Square as a “most 
disgraceful and barbaric outrage”. He 
might have added “inevitable”. Last 
month Scotland Yard warned Libyans in 
Britain and opposed to Colonel Qaddafi 
to beware of assassins. People who might 
be employing Libyans were telephoned 
by terrorists asking for their names and 
addresses. Between March 10th and 12th 
came bombs, aimed at Arab targets in 
London and Manchester. Mercifully, the 
only casualties were a couple and their 10- 
month-old daughter, slightly injured in 
Manchester. 

Was Tuesday's violence premeditated? 
The shooting came as two groups, one 
pro-Qaddafi and the other against, dem- 
onstrated outside the Libyan mission. 
Perhaps an armed zealot inside the “peo- 
ple’s bureau” simply lost his head. It 
hardly matters. At least one weapon was 
inside the building, and was fired either 
by a diplomat or by a gunman harboured 
by diplomats—none of which can possibly 
accord with the 1961 Vienna convention 
on diplomatic relations. 

The foreign office, playing as straight a 
bat as ever, said that Libyan diplomatic 
pouches have not been scrutinised by X- 
ray equipment. Mr Brittan, holding the 
fort in the absence of Mrs Thatcher in 
Portugal and the foreign secretary, Sir 
Geoffrey Howe, in China, promised less 
gentlemanly behaviour in future. He said 
on Tuesday that the Libyan mission— 
inviolable Libyan territory, according to 
the convention—would be searched for 
arms and explosives when the siege end- 
ed. That day, seven Libyans were arrest- 
ed at Heathrow airport (four were soon 
released), and a British Caledonian flight 
to Libya turned back to London (either to 
stop its British passengers becoming hos- 
tages in Libya, or because its passengers 
included suspect Libyans). Overnight the 
bureau in London expressed apparently 
authorised “regret” at the death of the 
policewoman—or so said a junior British 
foreign office minister suspiciously eager 
to seek ground for compromise. 

Presumably, however, Britain will still 
be constrained by rules which Libya is 





barely able to recognise. The people’s 





democracy launched by Colonel Qaddafi 
in March, 1977, has bred forces immune — 


to normal disciplines. The Libyan ‘‘peo- 
ple’s bureau” in St James’s Square is a _ 


case in point. Last February, the chargé — 


d'affaires was ousted in the name of the 


people—but the foreign office has yet to — 
be told whom it should now regard as — 


having diplomatic status. 
Similar confusion surrounds what hap- 


pened at last February's meeting in Libya — 
of its General People’s Congress, which — 


purports to be the annual culmination of a 
democratic process based on “people’s 
committees in every place”. Colonel 
Qaddafi assumed that his wishes were the 


> 


people’s—although his regime has long — 


had to use agents to infiltrate the popular 
committees and make sure they toe the 
line. The February congress opposed Col- 
onel Qaddafi’ insistence on military 
training for women—whereupon the 
“teacher-leader™ railed against reaction- 
ary conspiracies. The greater the disquiet 
at home, the more threatening appears 
the opposition in exile. The following 
month's bombings were 
coincidence. 


What next? A flouting of diplomatic 


a 
a 


f; 


hardly a 


convention which kills a policewoman can _ 


hardly be ignored, however insistent the- 


voices which talk of preserving good — 


relations for the sake of Britain’s £300m 
exports to Libya. A main concern should 
be for British citizens and diplomats in 


Libya: the embassy in Libya was last — 


petrol-bombed in 1980, following the last 
visit of hit-squads to Britain. The French 
and Americans have also suffered, as in 
February did the Jordanians. Colonel 


Qaddafi has hostages, but he needs to be A 


outfaced. 


Espionage, continued 


The spy who 
muffed it 


Yet another buffoon from Britain's secu- 


rity services went to prison last week. Mr _ 


Michael Bettaney’s secret trial earned 
him a total of 23 years on 10 charges, and 
provoked both a torrent of abuse from — 
the judge and a preposterous nineteenth- 
century Marxist statement from the con- 
victed man (through his defence lawyer) 
on behalf of the “rights, interests and 


at 
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aspirations of the broad masses of our 
people, without whose labour by hand 
and brain etcetera. . . ”. 

This silly fellow, a fairly senior counter- 


_ espionage officer with MIS, was not even 


competent to get in touch with the Rus- 


_ sians. He kept pestering one of their 


officials, a Mr Gouk, with offers of highly 
sensitive material, including samples of 
what he had to offer. Mr Gouk would not 
take the hint, Mr Bettaney was arrested 
last September when about to leave for 
Vienna, in the hope of finding a more 
willing purchaser among the Russians 
there. It is conjectured that the Russians, 
faced with such an absurd approach, 
simply rang the foreign office to complain 
about what they thought must be a provo- 
cation to entrap them. 

So a new type of disaffected Briton 
makes his appearance. Instead of the 
languid intellectuals who used to be re- 
garded as natural traitors, we now have a 
self-made, working-class intellectual 
whose peculiarity at Oxford (not even 
Cambridge, these days) was to have worn 
neat suits and short-cropped hair in the 
late 1960s: that really made him stand 
out. He joined the air cadets, took up 
dogmatic religion, then became interest- 
ed in Nazism and got more than conven- 
tionally drunk. A spell teaching in Ger- 
many was his apprenticeship for spying— 
a necessary one, if (like the British securi- 
ty services) you absorb most of your 


Scargill’s economics mined 


What is an uneconomic coal mine? The 
short answer is any one where it costs, 
year in year out, more to bring the coal 
to the surface than it does to haul it 
round the world to the British market 
from Australia, America or South Afri- 
ca. Import restrictions keep British coal 
prices up around £40 to £44 a tonne, 
whereas foreign coal can be landed in 
Europe for under £35. The coal board 
has a few pits where it costs over £90 a 
tonne to produce the stuff, and has about 
a fifth of its deep-mined production 
where costs are over £40 a tonne. 
Britain’s National Coal Board blames 
its uneconomic pits for its losses, and 
reckons that closing about 4% of its 


deep-mined capacity will staunch them. 


The mineworkers leader, Mr Arthur 
Scargill, by contrast, believes that uneco- 
nomic pits are created only by lack of 
subsidy and investment. He argues that 
the only justification for closing a mine is 
when there is no coal left in it. 

The union argument would bust any 
extractive industry. Mineral and metal 
mines, oil wells and coal pits open capac- 
ity when price exceeds cost, and shut 
down when it doesn’t. Leaving uneco- 
nomic fossil fuel in the ground is nota 
national tragedy. Britain's recoverable— 
but not necessarily economic—coal re- 
serves now total about 45 billion 
tonnes—enough to sustain present con- 
sumption for over 300 years, if and when 
price or cost justifies its extraction. 

Another oil shock, or the arrival of 
new low-cost technologies, could one 


day put old pits—even using new 
shafts—back into production. This hap- 
pens regularly in coal, bauxite and gold 
mines the world over. When oil prices 
leapt during the 1970s, small oil compa- 
nies made a profitable business of patrol- 
ling long-established oil fields to glean 
the leavings of previous oil booms and 
busts. As the price of gold soared, other 
companies re-opened gold mines aban- 
doned in California and Alaska. 

The real tragedy is the waste of time 
and money spent producing too much 
high-cost coal. In 1981-82, the most 
expensive 10% of the National Coal 
Board's deep-mined capacity lost 
£263m. In that financial year, the Coal 
Board’s 106.9m tonnes of deep-mined 
output lost a total of £252.8m (excluding 
£26.8m-worth of operating grants). Clos- 
ing such high-cost capacity, as the Coal 
Board plans to do, will help eliminate 
losses, and free capital for pits that 
produce profit as well as coal. 

One thrust of today’s reduction in 
deep-mined coal capacity is to make 
room for more such profitable pits. New 
pits with a total capacity of 24m tonnes a 
year are planned to come on stream by 
1987. Mr lan MacGregor, the Coal 
Board's chairman, has promised that he 
will give his axe a rest if he can cut 
British deep-mined capacity from to- 
day's 101.4m tonnes to 97.4m tonnes. He 
hopes gradually to expand as new, low- 
cost pits come On stream. 

Mr Scargill has, however, made two 
correct observations about change in 
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techniques from Mr John le Carré. 

The real oddity is not Mr Bettany’s 
sudden conversion from Nazism to a rigid 
Marxism—fervent believers often reach 
suddenly for new certitudes when an old 
one gets damaged—but why the security 
service recruiters took such a man on, and 
why they kept him once his personality 
had collapsed to the point where he was 
convicted for being drunk and disorderly 
in a London street. He apparently actual- 
ly shouted to the policeman who arrested 
him: “You can’t arrest me, I'ma spy”. 


Coal stocks 


It does look 
like 24 weeks 





Cabinet ministers are confident, both 
publicly and privately, about their ability 
to sit out the first coal strike in summ-- 
since 1926. They stick to their line tk 

there are 26 weeks of stocks at the power 
stations. To bluff would be only human, 
and to err would be quite horrid. The 


Britain’s coal industry. The first is that 
new low-cost pits will employ fewer men. 
In his presidential address to the miners’ 
annual conference last July, he pointed 
out that the Selby coalfield should by 
1987 produce 10m tonnes of coal a year, 
employing 4,000 miners—one fifth the 
number of miners now needed to pro- 
duce that much coal. 

Mr Scargill’s second correct observa- 
tion is on subsidies. Although direct 
comparisons are difficult to make, Brit- 
ain seems to subsidise its coal far less 
than other European countries. In 1982- 
83, the National Coal Board calculates 
that it received direct subsidies (ie, ex- 
cluding its deficit and social grants) of 
just over £3 per tonne of coal produced. 
West Germany, in contrast, provided its 
coal producers with over £85 per tonne; 
and France doled out near £18 per 
tonne. He does not dwell on the compar- 
ison of British and French investment. In 
the past three years Britain has poured 
£2.4 billion of investment into its mines. 
France spent only £131m. 

Unfortunately, Mr Scargill draws from 
correct Observation wrong conclusions. 
On manning levels, he said, “we will not 
accept machines and methods which de- 
stroy our jobs’. And on subsidies he has 
called for the British government to 
increase its support for the coal indus- 
try—regardless of the need for coal or of 
the losses made from producing it. 
Greater subsidies would not even be 
retaliation against the other European 
coal producers. Their coal stays on the 
continent. Only the unsubsidised Aus- 
tralian and American stuff is cheap 
enough to tempt British consumers. 
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electricity industry and the coal board 
refuse to give any detailed breakdown of 
the global coal stocks figures. 

But the table below is our attempt to 
peer behind the official optimism. It takes 
no account of coal at the pitheads, since 
that will presumably be increasingly 
blocked. The sources are published ener- 
gy department data for electricity con- 
sumption; electricity industry capacity 
and normal coal consumption figures, 
supplemented by unofficial data from the 
coal board and British Rail on coal move- 
ments since early March. 

The table, nevertheless, should be tak- 
en with a large pinch of salt. Breakdowns 
usually occur in the wrong places at the 
wrong times, and power stations could 
run short of key supplies of chemicals or 
something because of picketing or sec- 
ondary blacking by other unions. The 
Heath government was notoriously mis- 
led over the level of coal stocks during the 
miners’ strikes in 1972 and 1974. 

People in the electricity industry con- 
firm that there is now a relatively even 
distribution of stocks around the big pow- 
er stations; they are not notable allies of 
Mr Arthur Scargill, but seem to be telling 
the truth. Mr Scargill’s allies say that 
aggressive picketing could stop power 
workers getting to work—and that sec- 
ondary action in, for example, oil refiner- 
ies and ports could strangle oil supplies to 
power stations if management was unable 
or unwilling to open the valves on the 
pipelines. No allowance has been made in 
the table for coal imports—which normal- 
ly come in at the rate of 4.3m tonnes a 
year. The table has assumed that the 
seaman’s union will block such imports. If 
the government did manage to bring in 
lots of imported coal, Mr Scargill would 
certainly lose. 


Electricity industry’s coal stocks 


lectricity industry 1983 
coal use 81.50m tonnes 
Average 1983 weekly burn 1.57m tonnes 


22.95 GWh* 


Average sales all summer 
1.30m tonnes 


Avg summer weekly coal burn 
Stocks at start of strikes, week 


ending March 10th 28m tonnes 
Supplies still flowing per week 0.60m tonnes 
Stocks remaining week ending 

April 7th 24m tonnes 
Stocks at end of fifth week of strike, 

allowing for degeneration 

of stocks 20m tonnes 


At normal coal consumption, 

number of weeks supply instock 15 
Total oil and nuclear capacity 16.50 GW** 
But usually out of service 3.50 GW** 


Usable oil and nuclear capacity 13.00 GW** 
If burn adjusted to husband coal, 

gap still to be filled by coal- 

ired electricity to meet summer 

demand (22.95 GWh*) 10.00 Gw** 


At 2,000 GWh* per 1m tonnes, weekly 
coal burn needed 0.84m tonnes 
Which stretches stocks to 24 weeks 


* Gigawatt-hours **Gigawatts 
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Free-marketeers 


BRITAIN 





Thumbs-down for Thatcherites 


How did we do? 





From the pamphileteers 

The eccentric message came: 
Things are no better 

Things are much the same 


Such is the verdict on the Thatcher gov- 
ernment from the right-wing think tanks 
and academics who had tutored the Tory 
party on the free-market, smaller-state 
philosophy with which it won a general 
election five years ago. The think tankers 
are as sure as ever of their case, but 
believe that Mrs Thatcher and other wets 
are letting them down. 

This month’s offerings are on trade 
policy from the Adam Smith Institute, 
and on public spending from the Institute 
of Economic Affairs*. The Adam Smith- 
ian authors of the Omega report on trade 
probably never expected much from the 
Tory party. Tory paternalists retain a 
strong mercantilist streak, though they 
disguise it with talk of “fair trade” and 
worries about dumping and “Asian 
sweatshops”. Untraditional ‘Tories—such 
as the chancellor, Mr Nigel Lawson, and 
Mr Norman Tebbit, the secretary of trade 
and industry—should be more promising 
material for a free-trade conversion. 

Yet the Adam Smith Institute has 
scarcely a good word for the new breed of 
Tories. If competition is what they fa- 
vour, then free trade should be their 
strongest weapon. Few politicians under- 
stand this link: a paper on “liberal conser- 
vatism” by Sir Geoffrey Howe when he 
was still chancellor “makes virtually no 
mention of trade policy”. 

When free trade is omitted from the 
intellectual argument, much practical 





Terrible 


nonsense is committed in its place. An- 
other Thatcherite, Mr Cecil Parkinson, 
was heading the department of trade and 
industry (DTI) last year when it produced 
a paper arguing that “our industry would 
be at a competitive disadvantage if UK 
government assistance were significantly 
less than that provided in other coun- 
tries”. Fallacious, explodes the Adam 
Smith Institute, as “any able undergradu- 
ate of economics” would recognise: 

Since assistance to “our industry” can only 

be given at the expense of taxation of some 

other of “our industries”, “our industry” 

cannot be helped overall by such assistance. 
It might have added that a wise minister 
would welcome subsidies from other gov- 
ernments to British consumers. 

Why is it that ministers, even the driest 
of Thatcherites, become mercantilists 
once they go to the department of indus- 
try? Perhaps because they lack that un- 
dergraduate degree in economics, but 
there are other reasons. Ministers start 
thinking of themselves as patriotic super- 
salesmen (witness Mrs Thatcher's con- 
stant claim that she was “batting for 
Britain” in Oman). They get nobbled by 
industrialists—or, worse, by their al- 
ready-nobbled civil servants—into a case- 
by-case approach for trade protection. 

Thatcherite ministers in particular are 
prone to let their admiration for entrepre- 
neurs and wealth creators blind them to 
the fact that all businessmen prefer to 





* Trade policy: “Omega Report”, by the 
Adam Smith Institute. “State Expenditure: a 
study in waste”, by Patrick Minford in Eco- 
nomic Affairs. 
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Professor Minford’s research group in 
macroeconomics at Liverpool University 
is one of the few thriving parts of the 
Merseyside economy. At the end of last 
year, 150,000 Liverpudlians were unem- 
ployed from a total labour force of 
700,000—a jobless rate of 21%. Detailed 
local information is no longer published, 
but in September, 1982, there were 
around 60 unemployed Merseysiders for 
every vacancy; among labourers, there 
were 1,700 job-seekers per job. 

The Minfordians are Britain’s most 
ardent advocates of the “rational expec- 
tations” school of economic theory, 
which argues that people are unem- 
ployed out of choice. On this view, there 
are always jobs for people who offer 
their work for suitably little pay. The 
free-market wage would fall enough to 
wipe out unemployment altogether if 
wage-fixing trade unions and over-gen- 
erous social-security benefits did not 
prevent this from happening. 

The Liverpool University team un- 
flinchingly applies its free-market theo- 
ries to the case of Merseyside. Indeed, 
Mr Minford has occasionally taken his 
life in his hands to explain the finer 





make their money in protected markets 
rather than risk making nothing at all. Mr 
Tebbit is already a skilled interventionist, 
arguing for public money for Airbus and 
recently promoting schemes that would 
have stopped Jaguar from being fully 


_ privatised. 


The remedy, says the Adam Smith 
Institute, is to turn DTI into DOC—the 


department of competition—and then 


cast its work in that new acronymic 


= mould. That means a welcome for im- 


ports, an end to industrial subsidies, no 
_ more subsidised export credits, the Mo- 


nopolies and Mergers commission sub- 


= sumed into an expanded Office of Fair 
_ Trading. Before politicians dismiss this 
_ heady stuff as “politically impossible” 


they might remember that it is really a 


policy for putting consumers’ interests 


= above those of producers. Consumers 


have more votes than lobbying 
industrialists. 
Axes from Liverpool 


= Tory ministers may never have grasped 


the significance of free trade, but they 
used to be zealots for lower public spend- 
ing. Now they preside over a state ma- 
chine that spends 42% of gross domestic 
product, 13 points more than when they 


= took office. Their highest hope is to 


reduce that share by holding public 
spending constant in real terms. 

The case for cuts is put most eloquently 
in publications from the Institute of Eco- 
nomic Affairs. Its latest blast comes from 
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Minfordians on Merseyside 








points of the theory to sceptical gather- 
ings in local pubs. The group’s most 
recent quarterly bulletin included an 
article by Mr Peter Stoney, duly criticis- 
ing traditional forms of regional aid. 
Neither the Speke enterprise zone 
(which offers investors rate-free periods, 
fast planning decisions, assistance with 
building costs) nor the Merseyside De- 
velopment Corporation (whose efforts 
have so far focused on this year’s Inter- 
national Garden Festival) is “tackling 
the root of the problem”. 

To do that, he says, Britain should 
limit unemployment benefits to a fixed 
share of previous net income, so preserv- 
ing the incentive to work; it should 
abolish the minimum wages councils so 
that pay can adjust to market forces; and 
should use the 1982 Employment Act to 
throttle the unions. Mr Stoney does 
favour some kinds of public spending: 
for example, on training the unskilled 
labour which makes up 60% of the total 
unemployed. However, the appropriate 
spending authority is not the Metropoli- 
tan County, which he accuses of wasting 
money on public transport subsidies and 
publicity, but other, unspecified, bodies. 

























Professor Patrick Minford of Liverpool 
University. By 1990 he wants the govern- 
ment to have cut annual public spending 
by £42.9 billion in the money of 1985-86, 
out of a planned total of £132.3 billion. 
His cuts include replacing the National 
Health Service by compulsory health in- 
suran2e, privatising education, gradually 
transfering pension provision from public 
to private schemes, eliminating subsidies 
almost everywhere. He would like this to 
finance £39.1 billion of tax cuts. More, he 
believes that his programme would boost 
output by an extra 10% by 1990, giving 
the treasury room for a further £17.8 
billion of tax cuts. By 1990 the result 
would be a balanced budget, 24m more 
jobs, benefits for “rich, poor and in 
between? and “real dynamism” in the 
British economy. 

Anything so ambitious is easily dis- 

missed as frivolous. Yet there are two 
serious reasons why Tory ministers ought 
to read Professor Minford: 
@ Like them he is keen to end the poverty 
and unemployment traps that cramp incen- 
tives to work among the lowpaid and 
unemployed. Although he overstates the 
effects of unemployment pay in deterring 
people from looking for work, he is right to 
say that the traps will remain unless child 
benefits and/or tax-free allowances are 
massively increased. 

The government must face up to the costs 
involved—in the Minford view, £17 billion 
a year (in 1985-86 money) for higher tax 
thresholds, £14 billion for abolishing na- 












ES tah Sai ia 
tional insurance contributions by individ- 
uals, £10 billion for raising child benefits. 
@ He rightly emphasises the waste in- 
curred by monopolies. Professor Minford 
guesses that “between 10% and 30% of 
state production is pure waste, mainly as 
a result of monopoly power”, and argues 
that “it is utopian to think that production 
could remain ‘public’ and yet be disci- 
plined by competition”. 

Mr Minford’s eagerness for privatisa- 
tion has been taken up by the govern- 
ment. Belatedly: in its first term, it sold 
only £1.2 billion of state industrial assets. 
Today, privatising is Mrs Thatcher's most 
(perhaps only) radical thrust. But the 
thrust has done little to promote competi- 
tion: British Telecom will just become a 
private monopoly. If ministers want to 
improve the economy, not just give the 
treasury extra cash, they could get far 
bigger benefits from more competition. 
That is the pamphleteers’ message. Do 
the politicians understand it? 


The Observer 
Lonrho observed 





Editors of national newspapers do not 
regularly play reporters in the African 
bush. Last Sunday’s Observer carried a 
long, well-written and solidly researched 
exposure of repression by the Zimbabwe 
government in that country’s western 
province of Matabeleland. It was signed 
by the editor Mr Donald Trelford, who 
(like his paper) has a long record of 





Trelford: staying on? 
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African expertise, having edited a paper 
in central Africa in the 1960s. 

Since 1981 the Observer has been 
owned by Lonrho, a conglomerate rooted 
in Africa. Lonrho’s chief executive is Mr 
Tiny Rowland, an entrepreneur with 
high-level political contacts there. Mr 
Rowland, until Zimbabwe's indepen- 
dence four years ago, financed Mr Joshua 
Nkomo, the main (and hated) rival of the 
present prime minister, Mr Robert 
Mugabe. 

Mr Rowland is now Mr Mugabe's 
friend. It was indeed at his request that 
Mr Trelford was allowed to visit Matabe- 
leland—Mr Nkomo’s home ground—to 
report “the truth’. That is what Mr 
Trelford did. Mr Rowland is furious. He 
wrote, and allowed to be published, a 
letter of apology to Mr Mugabe applying 
the following epithets to his editor: “Dis- 
courteous, disingenuous and wrong. . . 
not substantiated... not based upon 
eny research at all”. Given that good 

urnalists do not lightly run off to libel 

“Juries, what happens now? 

Lonrho was allowed to take over the 
Observer only after an inquiry by the 
monopolies and mergers commission, 
whose report led the secretary for trade 
and industry to approve conditions pro- 
viding that the editor “should not be 
subject to restraint in expressing opinion 
or reporting news that might conflict with 
the opinion or interests of the propri- 
etor”. The Observer board includes five 
“independent” directors, without whose 
majority approval the editor of the paper 
shall not be appointed or dismissed. But 
the articles also state that the Observer 
“shall be managed by its board, who in 
particular shall have the responsibility for 
establishing properly determined bud- 
gets’. Mr Trelford, anyway, says he is 
sticking it out; and there is no rule that a 
proprietor shall not insult his editors, or 

‘ce versa. Next Sunday, anyway, the 
bserver should put on some circulation. 


British Rail 


The profit now 
arriving... 





Perhaps Mrs Thatcher will change her 
mind about Britain’s railways. British 
Rail is now, nominally, in the black. 
After losing £175m in 1982, BR last year 
made an overall profit of £8m, and a 
profit of £62m on its railway operations. 
That, admittedly, includes an £856m sub- 
sidy from central government to run un- 
economic lines it wants kept open, and 
1982 was a particularly dire year, bogged 
down by a full-scale train drivers’ strike. 
Still, the recovery is a startling achieve- 
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Making a Bob or two 


ment for Mr Bob Reid’s first full year as 
BR chairman. He was helped by the 
absence of bad strikes and by last year's 
growth of consumer spending. BR’s pas- 
senger business now accounts for about 
60% of its total receipts. But the smack of 
firm management has also been felt. 

BR is pressing ahead with redundan- 
cies (4% last year), met by hitherto 
ineffectual union resistance. White-collar 
workers are taking more than their usual 
share. BR has continued to sell off British 
Transport Hotels, and the tender docu- 
ments for the sale of BR’s ferry service, 
Sealink, have already been sent out. 

BR's Intercity network, which should 
be profitable in a reviving market, re- 
mains a headache. Excluding government 
grant and irterest, it still lost £159m, 
which is down on 1982, but not far 
enough. Intercity is a bizarre amalgam of 
routes, which excludes the obvious Edin- 
burgh-Glasgow, but includes the quaint 
Oxford-Worcester line. It has been hit by 
competition from the deregulated coach 
operators. 

BR, however, is apparently on target to 
meet the aim of the transport secretary, 
Mr Nicholas Ridley, to cut central gov- 
ernment support to £635m (in 1983 
prices) by 1986. That is two years ahead 
of the objective set in last year’s corpo- 
rate plan, but Mr Reid, who sets great 
store by the aim of self-sufficiency, is 
game. 

His chummy relations with Mr Ridley 
have eased a backlog of investment ap- 
provals to the point where the treasury is 
beginning to wonder whether the once 
bone-dry transport secretary is “going 
native”. 

The crunch could come over this year’s 
pay and productivity negotiations, on 
which future investment depends. There 
could be a battle with the two manual 
railway unions, now united under their 
left-wing general secretaries, the train- 
drivers’ Mr Ray Buckton and other rail- 
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waymen’s more cautious Mr Jimmy 


Knapp. Mr Reid wants to press ahead 
with guardless trains, something that is 
particularly difficult for Mr Knapp’s 
NUR to swallow. At present nobody is 
expecting real trouble—unless the miners 
look like winning. The miners’ strike has 
already hurt BR hard since early March, 
losing it over £4m a week in revenue. 


Polytechnics 
Going up 


The Cinderellas of higher education were 
attending a ball this week. The govern- 
ment this week went public with its enthu- 
siasm for them: polytechnics are now as 
Officially respectable as universities, as 
three recent announcements have con- 
firmed. So what about that image of the 
corduroyed lecturing the bedenimed on 
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the bliss of 1968? Forget it; sociology is 


out. 

The 30 polytechnics in England and 
Wales have only about 13% of their 
students in arts and humanities courses. 
Only 4% study sociology. Many more 
study science (16%), engineering and 
technology (21%), and law, accountancy 
and business studies (23%). Numbers 
have increased rapidly in the past three 
years as universities have been squeezed. 


Together with smaller colleges, owned, 


like them, by local authorities, polytech- 
nics now account for 47% of Britain’s 
higher education. 

But numbers have never given respect. 


Mr Anthony Crosland adopted a two- 4 


track policy for higher education in 1965, _ 


which separated the universities (autono- 
mous and supposedly academic), from 
other institutions (maintained by local 
authorities and supposedly vocational). 
Since then the latter have been consid- 
ered second-class in a society that values 
sanskrit more highly than structural engi- 
neering. The distinction never, of course, 
made much sense. Universities have plen- 


ty of narrowly vocational courses, like law 


and medicine. They are their own masters 
only to the extent that a royal charter 
counts for more than the fact that about 
90% of their funds come from the 
taxpayer. 

Polytechnics, rightly, have taken the 
view that vocational education must rest 
on a sound academic base. Recent deci- 
sions, however, suggest that the old dis- 
tinctions are finally breaking down. 

@ Management consultants have con- 
cluded what everybody knew—that some 
polytechnics are so large that a local 
authority cannot hope to control either 
their budgets or their academic plans. 

@ The department of education has now 
proposed legislation to encourage col- 
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search. Under present local government 
law any earnings go straight to the spon- 
soring local authority—hardly an incen- 
tive to the commercially-minded depart- 
‘ment. The change will put polytechnics 
‘on_all fours with universities. 

@ A committee of inquiry. under Sir 
Norman Lindop is to examine the system 
‘by which polytechnic degrees are “‘vali- 
dated” by the Council for National Aca- 
emic Awards. The committee will prob- 
bly recommend that some, maybe all, 
‘polytechnics, should be ‘“‘self-validat- 
‘ing”’—like universities. 

) The National Advisory Body for Local 
\uthority Higher Education (NAB), set 
up in 1982 on an interim basis to co- 
ordinate the local authority sector within 
national guidelines, is to become perma- 
ent, The education secretary, Sir Keith 
Joseph, is pleased with the way it quickly 
rationalised the colleges. 

But there is little chance that the uni- 
-versities will agree that polytechnics are 
equal now. The “great debate” being 
conducted by the university grants com- 
mittee asks each university if there is an 
ssential difference between universities 
and. polytechnics. Most answers come 
with a pinched sniff of hauteur: universi- 
s do research; polytechnics are meant 
e vocational, but have forsaken their 
role to play at jobs only traditional dons 
do. This is nonsense. Of course 
iniversities do research; their central 
jovernment grant covers it. Polytechnics 
ave no such fund to tap, but they are 
ow very good at getting contract re- 
earch and their degrees will be validated 
nly if their staff publish. 

The arrogance of the universities is 
seen at its worst in the City of London. 
The department of education, and the 
inner London education authority, can 
ee sense in a merger between City Uni- 
versity (ironically once the Northampton 
Polytechnic, founded in 1896) and the 
lytechnic of the City of London. But 
City University, anxious not to lose its 
ecious status, is refusing even to take 
part in a feasibility study. 





































































Youth sentences 
Longer but nicer 


Britain’s magistrates, whose armoury for 
sentencing young offenders was enhanced 
ast year, have been making some surpris- 
ing choices. The criminal justice act, 
which came into force last May, reduced 
the minimum custodial sentence from 
three. months to three weeks. It was 
_ feared this would make magistrates trig- 
ger-happy, encouraging them to give 
young offenders a quick burst of custody 


66 


of the home. ‘offiée last 
month show that magistrates are opting 
for longer sentences. 
They be doing so for the wrong 
tain has a two-tier system of 
youth sentencing; awkwardly, the: length 
of sentence dictates the type of regime to 
which. the. young offender is subjected. 
Here’s how it works: 
@ Detention centres are for short custo- 
dial sentences; previously. from three to 
six months but, under the new law, from 
three weeks to four months. Because this 
is too short. a time, to provide much 
constructive training, detention. centres 
concentrate on a disciplined, rigorous 
regime. The “short sharp shock” intro- 
duced to two detention centres in 1980 is 
not really much, sharper than detention 
centre regimes have always been; indeed, 
it has been said to be more fun, since hard 
work is replaced by hard drill. Last week, 
the home secretary Mr Leon Brittan said 





Yankees go home 


Britain’s Campaign for Nuclear Disar- 
mament kicked off its Easter campaign 
on April 12th with a “mystery coach 
trip” for journalists. The mystery did not 
last long. Even before the wheels rolled 
it became clear that the twin purposes of 
the exercise were to serve as a launching 
pad for Mr Duncan Campbell's new 
book on American military installations 
in Britain, and to mark a Change of 
direction in CNDs campaigning. For the 
Easter offensive it will be shifting away 
from the main target of nuclear weapon- 
ry and on to the American. forces in 
Britain, only a small percentage of whom 
have anything to do with atomic bombs. 

The weather was superb as only an 
English spring can bring, and the coach 
was about as luxurious as coaches can 
get, but the price to pay was heavy. Mr 
Campbell, as tour guide, commenced his 
commentary almost as soon as the bus 
got under way, and was interrupted only 
briefly by the CND’s big guns: Monsi- 
gnor Bruce Kent, the general secretary, 
Miss Joan Ruddock, the chairperson, 
and by a couple of amiable CND teach- 
ers from the University of Bradford, who 
also had a book to promote. 

Mr Campbell has clearly done his 
homework, although he may have got 
some of the answers wrong. He started: 
the tour at Uxbridge, where the Ameri- 
cans maintain a small communications 
station. This tiny base illustrated his 
main. point, that the United States has 
more installations in Britain than most 
people realise, and, this is A Bad Thing. 

About halfway through the morning 
Mer Kent felt called upon to “explain”, 
no doubt sincerely, that some of his best 
friends were American and that the trip 


ubt that there will be 
some features “of the tougher regime 
which we'shalt want to maintain or adapt 
for use". This dooks likea climb-down. ° 
@ Youth custody; which under the new 
law replaces both youth imprisonment 
and borstals;-is for sentences over four 
months. Previously, magistrates had to 
commit young offenders to the crown 
court for sentencing to borstal or impris- 
onment; now, they can give youth custo- 
dy sentences themselves, as long as they 
do not exceed six months (or two sen- 
tences totalling twelve. months) for of- 
fenders under 17. Youth custody, like 
borstal, concentrates. on rehabilitation 
and training. That may be why magis- 
trates prefer. it to the detention«centre 
which, although theoretically lower down 
the scale of punishment, is nevertheless 
merely punitive. While sentences to de- 
tention centres dropped by 8% from 
1982-83, 16% more boys were sentenced 
to youth custody than had been sentence* 
to borstal and prison combined in 198 





was not meant to be anti-American in 
any way. Some of the rest of CND is not 
of the same persuasion: Mr Campbell ` 
argued that. Britain’s sovereignty is dan- 
gerously diluted by the American mili- 
tary installations on its soil, that the still 
secret nuclear-weapons-release agree- 
ment between Britain and the United 
States (which both Labour and Tory 
governments have pronounced as ade- 
quate) offers no insurance that the Unit- 
ed States will not fire its nuclear weapons 
without consulting the British govern- 
ment, and therefore the Americans must 
all go away. 

The high point of the day was to have 
been lunch and a press conference at a 
riverside pub. There was almost enough 
time to eat, but the press conference 
turned out to be another series of CND 
spokespersons’ speeches. Miss Ruddock 
mercifully cut short the most garrulous , 
lectures by the speakers who had already" 
had one“go in the morning, so there 
could be a talk by a visiting American, 
Mr James Bush, of the Centre for De- 
fence Information, who at one time 
commanded a Polaris submarine. The 
CND apparently hoped he would be 
identified as a nuclear warrior who had 
gone straight and joined the cause. 

‘However, Captain Bush used his few 
minutes making an obviously uncomfort- 
able effort’ to distance himself and his 
organisation fromthe morning's happen- 
ings,.without saying right out that he.did 
not-agtee with his hosts. There was no = 
time for questions, making it, in the 
experience of your. correspondent, a 
unique. Press conference. A trip to the 
women’s camp at. Greenham Common, 
and then. home. 
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During the same period there was a 22% 
increase in the number of girls (who have 
never been sent to detention centres) 
sentenced to custody. 

These figures should be handled with 
care. Some part of the increase must be 
due to the fact that youth custody begins 
at four months, while spells in borstal 
were never less than six months. All the 
same, the two-tier system is flawed; some 
magistrates must understandably be 
tempted to choose the kind of institution 
they feel most appropriate, and tailor the 
length of sentence accordingly. This, as 
the home secretary told the magistrates’ 
association last week, is not the idea. 

The main point of the criminal justice 
act was to reduce the total number of 
custodial sentences given. It included sev- 
eral welcome measures to extend the 
range of non-custodial sentences avail- 
able, and allowed magistrates to specify 
which kind of activity the young offenders 
should be involved in; this had previously 

een left up to the social services. So far, 
-the ploy does not appear to have worked; 
the total number of custodial sentences 
has crept up 5%, although the numbers in 
custody have dropped because of shorter 
sentences. The numbers of non-custodial 
sentences will be published later this year; 
that will be a better time to judge. 


Sex laws 


Just don't frighten 
the horses 


When members of the legal profession 
attempt to impose order on the world of 
sex, the result is bound to be a little 
peculiar. The criminal law revision com- 
mittee, which last week published its 
report on the laws relating to sexual 
ffences, has admirable intentions. The 
riminal law, it feels, “should not inter- 
vene in the private lives of citizens or seek 
to enforce any particular pattern of sexual 
behaviour further than is necessary”—ah, 
here’s the catch—“to preserve public or- 
der and decency”. But what, exactly, is 
that? 

The noble attempt to keep policemen 
out of people’s bedrooms has stumbled 
against a combination of legal tangle 
and—often understandable—moral scru- 
ple. As the act of buggery is legal between 
consenting males, the committee agrees it 
is absurd for it still to be illegal between a 
man and a woman, even if they are 
married. (Two hundred and nine people 
were convicted of the offence in 1982. 
History does not relate how they were 
apprehended.) Unfortunately, its attempt 
to remove this anomaly would create 
another one. The age of consent for 
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Miss Zola Budd on her excellent legs 
twinkles round the 5,000-metre track 
about as fast as any female in the world. 
In the run-up to the (still supposedly 
amateur) Olympic Games her talent was 
ripe for commercial development. Her 
backers, the Daily Mail newspaper, have 
now surmounted the first barrier be- 
tween them and their percentages: the 
fact that, as a South African, Miss Budd 
had no right to compete in Los Angeles 
next August anyway. Miss Budd is now 
British. 

The transformation was effected by an 
odd trio: Sir David English, the editor of 
the Daily Mail; Mr Leon Brittan, the 
home secretary; and the ghost of Frank 
Budd, who died when Zola was one year 
old, but was her granddad and a true 
Briton in his time. Sir David besought 
Mr Brittan that old Frank’s birthright be 
conferred upon his descendant. Ten days 
after her arrival in Britain (with a Daily 
Mail bodyguard) Miss Budd got her new 
British passport. 

Some spoilsports still think the new 
citizen will not qualify as British at Los 
Angeles, since there is a tiresome rule 
that those who switch nationality for the 
convenience of competition must some- 
times live three years in their adoptive 
motherland. The suspense ensures that 
exclusive, rights to Miss Budd’s “own” 
story will remain excellent newspaper 
copy for some months. She would be 
worth the Daily Mail’s money even if she 
tore an Achilles tendon tomorrow. 

But Miss Budd has set a valuable 
precedent in a different way. At present 
the files of the home office contain well 
over 40,000 applications from people 
with cast-iron rights to British passports: 
they want to register those rights, but 
must wait an average of 14 months for 







females is 16; ergo, buggery between a 
man and a woman should be legal as soon 
as she is 16. But the age of consent for 
male homosexuals is, and will for the time 
being remain, 21. It has been suggested it 
be lowered, but only to 18. 

The committee is not sure how to 
answer the question of whether a man can 
rape his wife. At the moment, the only 
time the law deems this an offence is 
when the two are living apart after a court 
order. The committee would like, rightly, 
to extend this to all separated couples, 
court order or no. But, by a narrow 
majority, it decided not to endorse the 
more radical view that all unwanted inter- 
course should be deemed rape, whatever 
the marital status of the people involved. 
The pressure group, Women Against 
Rape, kept up a disappointed vigil out- 
side the home office on the day the report 
was published. 

The most daring bit of taboo-bashing 


The immigration race 





British enough for Los Angeles? 


that to be done. Another 13,000-odd 
people think they are eligible for natur- 
alisation as British, have applied, but 
must wait 21 months for satisfaction. 

The home office has shown in Miss 
Budd's case that, where a good profit 
and newspaper headlines are in ques- 
tion, it can act with Olympic speed 
rather than its usual Olympian delibera- 
tion. Granted, Mr Brittan’s bureaucrats 
are not on percentages as juicy as the 
Daily Mail's. But the home office is up to 
some smart financial tricks. Last year it 
raised the fees for nationality applicants, 
and began taking their money when they 
applied rather than when applications 
are granted. This brought a windfall 
profit to the treasury of £3.8m, while the 
recipients sat on their hands and did not 
deliver the work they were paid for. Miss 
Budd, at least, has started to give the 
public a run for her money. 


lies in the report’s suggestion that incest 
between brothers and sisters over 21 
should be legal. Other forms of incest, it 
says, involve exploitation of a dependant 
by an older member of the family. But it 
wants to keep out of court brothers and 
sisters who, having been separated all 
their lives, meet and fall in love. 

The report’s other provisions range 
from the clearly sound to the pretty 
absurd. The injustice whereby somebody 
could be sentenced to 10 years’ imprison- 
ment for indecent assault against a man, 
but only two years for an identical offence 
against a woman should, the committee 
sensibly says, be removed; it proposes to 
remove it by increasing the maximum 
sentence for indecent assault against a 
woman to 10 years. Elsewhere, the logic 
seems less obvious. Why create a new 
offence to cover homosexual acts in the 
cubicles of public lavatories? There could 
be problems of legal definition there. 
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The University of Buckingham 
Two year Honours Degrees 


ee Britains only independent University offers a unique university education 
~ 38 Four ten-week terms per calendar year * Courses commence in January 

‘The following programmes, BA, BSc, BSc(Econ), LLB, as appropriate, are offered: 

ee ~~ ECONOMICS - BUSINESS STUDIES + LAW (also a July entry) 

— EUROPEAN STUDIES+ - BIOLOGY and SOCIETY - POLITICS, ECONOMICS, and LAW 
CCOUNTING and FINANCIAL MANAGEMENT - HISTORY, POLITICS, and ENGLISH LITERATURE 


_FAutamn term pre-sesstonal courses in France or Germany required for most students 





























oes * Broadly structured programmes with inter-disciplinary supporting courses 
*& 1 year MBA inthe United States for suitably qualified Buckingham graduates in Accounting, Business or Economics 
21 year MA courses in collaboration with Universities in France or Germany for suitably qualified European Studies students 





Application is made direct to the University (not through UCCA), 
Contact: The Admissions Officer, The University of Buckingham, 
Buckingham MK18 1EG, England. Tel: Buckingham (0280) 814080 


_The , 
[Jniversity of 


— Buckingham — 


































Man suddenly seesto 
the edge of the universe 


-Richard Casement, who died in tions of future trends and analyses 
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< 1982 at the age of 40, was the most of contemporary developments LLL 

original journalist of his generation were acute, His appraisal of the Cvs X 

„at The Economist. In this remark- people and methods behind major SS D 
able book are collected some of his scientific breakthroughs serves to R 


best works both from the Science illuminate something of the nature 
„and Technology section which he of discovery itself. 
created and from the rest of the pap- A BOOK TO ENJOY. 
er. It displays the perception, depth i ` 
-and humour of his writing. From 

the microchip to the human mind, Available at £4.95 from: 
Casement wrote about complex sub- Hie pee 

jects with a wonderful simplicity t0 358 R Si : SNY 
achieve essays of equal interest to London SWIA 1HG, England. aS 
¿scientists and laymen. His predic- Telephone: 01-839 7000 








© The first top-level summit of agreement on Banco Ambrosiano’s flagship company in Hongkong, will 











West Germany's five economic Aftermonths of uncertainty, the IMF got | British Ford will invest £65m ($92m 
research institutes forecast a doubling | the $6 billion loan from rich countries in Halewood to make gearboxes 
of the current-account surplus and thatitneedstocontinuelendingtopoor | allits European plants. Ford's 1983. 
gdp growth this year, falling ones. Saudi Arabia provided half the pretax profit fell 8% to £178m. In 
unemployment and 3% inflation. loan, American none of it. 1983, state-owned BL made its first | 

: operating profit since 1978. 














































A senior partner in the firm of 

solicitors which acted for the 

> bankrupt Hongkong property group, 

--Carrian, was found in his swimming’ 
pool with a manhole cover round his 

neck. This is the second violent 

death in the Carrian saga.. 


The family-owned West German 
sports car maker, Porsche; is selli 
30% of its-equity on the stock 
market. 


The Italian chemicals group, 
Montedison, wants to raise L142... 
billion.($87.5m) through convertible 
bonds to reduce its L3.8 trillion ($2.3. 
billion) debt. 


A Gatt report said that barter 
accounted for only about 8% of world 
merchandise trade—far less than the 
usual guess of around 25%. — 





Liquidators and creditors pencilled in Everbright Industrial, China's 


Comecon countries since 1971 will debts. The Vatican bank, IOR, will spend $260m on farming, 





be held in June. On the agenda: pay $250m as part of the deal. manufacturing and commercial 

small-countries’ deteriorating terms projects in China. 

of trade with Russia; and Russian Poland’s top economic journal said 

demands for more “integration” (ie, that the government wants to reverse Citicorp won approval to enter the 

more control from Moscow). recent reforms by tightening British life assurance market from th 
planners’ control over companies. Federal Reserve Board. 


Californian retailer Carter Hawley 


Hale began its defence against a $1 The first criminal case of hardware A British court said that union 

billion takeover by Limited, Inc. It piracy in America was brought trustees of the miners’ pension 

sold $300m of new preferred shares against two men for smuggling fake fund failed in their duty when they | 

to General Cinema and said it would Apple computers from Taiwan. refused to approve a plan for ; 

buy in up to 42% of common stock investing 20% of the fund's portfolio- 

from shareholders. America’s FTC scuppered the abroad. a 
proposed merger of Polygram’s and ANTARCTIC TENS TEED 

Nigeria offered its uninsured trade Warner's record subsidiaries to ease 

creditors terms for settling over $2 form the world’s biggest record Economic and financial indicators 

billion of unpaid debts. company. l are on pages 97-98. 


Corporate scorecard : 













Net % change % change 

profit. on comp Sales on comp 

“Company Period $m* period** $m* period** Comment 
Abitibi-Price Q Mar 31 8 +415 380 +22 Canada’s newsprint producer, the world's largest, is operatin its: 
mills at near-full capacity, but prices are below their 1981 peg ; 


+13 2,800 +12 The diversified American energy group has got aver its indiges : 
tion after swallowing Bendix in 1982. 


Q Mar 31 103 -3 _ — Net interest income at America’s third largest bank fell fro 
$595m to. $579m. 


+17 The company’s results show why big stores are bidding to, r 
into Britain's consumer-electrical retailers. 


(+ 199)+ 2,350 +12 The energy company made the biggest loss ever by.a Canadi 
firm but agreed on rescheduling terms with its creditors 


Hone weil Q Mar 31 40 +78 1,390 +5 Profits at the American computer maker soared d 
T inability to loosen IBM's stranglehold on the mainframe market. 


tt 1,840 ft Deregulation‘and new management have helped AT&T 
zippy daughter outperform expectations. 


(+45) 2,020 Despite axeing 5,900 jobs in 1983, Britain's stat 
aygoengine maker is still in the red. 


Q Mar 31 é 445 America’s biggest magazine publisher has div 
kinds of communications businesses, and all ari 


United Technologies QMar 31> i ; "440. The American company, which makes Pr: 

: ; “engines and Sikorsky helicopters. | is export 
= Year ended. Q = Quarter ended. () Loss: * Converted at average exchange tates. 1! Based on local currency toutes + Pre-tax, + 

established on January tst ee eee oo. : ER 
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Allied Q Mar 31 





‘Chase Manhattan 





Y Jan 25 : 34t +51 








‘Dome Petroleum Y Dec 31 (900) 
















208 





Pacific Telesis Q Mar 31 







Rolls-Royce Y Dec 31 (290)t 








PEARSON 
RESULTS IN BRIEF 



























1983 1982 
Turnover £730.4m £718.5m 
(excluding banking and investment income) 
Profit before interest £88.5m £77.0m 
Profit before taxation £77.4m £59.9m 
Profit after taxation | 
and minority interests £41.9m £30.7m 
Earnings 
per ordinary share 45.1p 33.1p 
Dividends | 
per ordinary share 14.0p 11.2p 
Dividend 


The directors recommend a final ordinary dividend of 9p net per share, 
payable on 15th June, 1984 to shareholders on the register at the 
close of business on 18th May, 1984. 


Report and Accounts Annual General Meeting 
The 1983 report and accounts The annual general meeting will - 
of S Pearson & Son plc be held at Millbank Tower, 
will be posted to Millbank, London SW1 
shareholders on on 18th May, 1984 
24th April, 1984. at 12 noon. 
‘PEARSON: 
PL Publishing Fairey Lazard Brothers © Royal Doulton Midhurst 
INFORMATION AND ENGINEERING MERCHANT FINE CHINA OIL AND 
~ ENTERTAINMENT BANKING OIL SERVICES 


S Pearson & Son plc; Millbank Tower, Millbank, London SWIP 4QZ 





:- x The figures for the year ended 31st December, 1983 have been extracted from the full fmancial 
Statements to be delivered to the Registrar of Companies and carry an unqualified audit report. 
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A hard cross to bear 


When steel was rated a national virility 
symbol, no region of France was more 
masculine than Lorraine. As recently as 
1981, the newly-elected President Mitter- 
rand promised a better future for France’s 
smokestack eastern province. Now Lor- 
o: has become the main victim of Mr 
itterrand’s conversion to economic 
pragmatism and the prime test of France’s 
ability to build new industries on dilapi- 
dated sites. 

Lorraine prides itself on being at the 
crossroads of industrial Europe. Its 2.3m 
people are spread across four depart- 
ments: Moselle, Meurthe-et-Moselle, 
Meuse and Vosges. Between them, they 
have every one of France’s declining 
industries except shipbuilding. 

In Vosges, the steady decline in textiles 
has reduced employment in the industry 
from 21,000 to 16,000 in the past four 
years. The poor state of France’s furni- 
ture industry has damaged timber yards in 
the forests along France’s eastern fron- 
tiers. Lorraine farmers are cross about 
the common market's reductions in milk 
quotas and the clampdown on price rises. 
They have a noisy spokesman in Mr 


METZ, LORRAINE 


Francois Guillaume, a local dairy farmer 
and head of the main French farmers’ 
union. Lorraine’s coalfields, accounting 
for 55% of national output, are France’s 
Nottinghamshire: they are protected 
from government production cuts only 
because they lose less money per tonne of 
coal than pits elsewhere. 

Steel is even more important to Lor- 
raine than coal or textiles. The grimy 
towns of the Moselle north of Metz 
proudly proclaim themselves to be “the 
cradle of steel” or the “breeding ground 
of iron”. But the particular problems of 
Lorraine’s firms, producing 44% of 
France's iron and 39% of its steel, have 
aggravated the difficulties of the Europe- 
an industry. 

The iron ore mined in Lorraine to feed 
the local steel firms is of poor quality. It 
puts the Lorraine plants at a disadvan- 
tage, because the more modern French 
mills have been built on the coasts and 
use higher-grade imported ore. 

Lorraine also has too many steel plants. 
When the French built new mills to re- 
place those lost to the Germans after the 
1870 Franco-Prussian war, Lorraine’s pa- 


triarchs perpetuated a family-dominated 
patchwork of plants long after a leaner, 
tidier industry structure was needed. 
Government pressure has forced the 
scrapping of almost 40,000 jobs since 
1977. The modernisation effort, though, 
has come late and has been hampered by 
competition for state aid from steelworks 
in northern France. 

At the end of last month, the govern- 
ment revealed its plans for the nationa- 
lised steel industry, which lost FFrl0 
billion ($1.25 billion) in 1983. Among its 
remedies were further cuts for Lorraine. 
State-owned Sacilor will close its hot- 
rolled coiling mill at Rombas, north of 
Metz. The other nationalised steel group, 
Usinor, will shut down a blast furnace at 
Longwy, near the Luxembourg border. 
Electrical steel mills will replace tradi- 
tional plant at Longwy and at another big 


Usinor site at Neuves-Maisons, near 
Nancy. 
Longwy is estimated to have lost 


FFr700m last year and Neuves-Maisons 
FFr400m. Converting to electrical steel- 
making will mean halving Longwy’s 6,000 
workforce and cutting jobs at Neuves- 
Maisons from 2,300 to 550. In all, around 
8,000 jobs will go in Lorraine’s mills. 

Even worse for Lorraine was the gov- 
ernment’s decision to abandon a project 
for a huge rolling mill at Gandrange, near 
Rombas, which would have brought to- 
gether the production of rails, beams and 
pilings that is now split between several 
Sacilor mills. Although the Gandrange 
plan had the backing of the industry 
minister, Mr Laurent Fabius, President 
Mitterrand sided with the finance minis- 
try, which was horrified by the FFr2 
billion cost of the project. 

The prime minister, Mr Pierre 
Mauroy, also opposed the idea. His polit- 
ical base is in northern France and con- 
tains Usinor mills that might have been 
threatened by competition from Gan- 
drange. Abandoning the project and clos- 
ing the Rombas mill throws doubt on how 
long the rest of the Rombas-Gandrange 
complex can survive. It employs 6,850 
workers; in 1983 it lost FFr400m on sales 
of FFr4.8 billion. 

Lorraine was not the only victim of the 
government's steel cuts, which will elimi- 
nate 20,000-25,000 of the industry's 
90,000 jobs by 1987 and reduce output to 
18.5m tonnes from the earlier target of 
24m tonnes. Among the jobs that will go 
are those at Usinor'’s specialty steels plant 
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gine Fos, ‘near Marseilles, t 
several hundred workers moved fon 
_ Lorraine earlier in the year. 

Mr Mitterrand was greatly impressed 
by the rejuvenation in the old steel town 
of Pittsburgh, which he visited during a 
-trip to America last month. He has estab- 
lished a FFr500m fund to encourage new 
industries in Lorraine. For newcomers, 
he pune is waiving employers’ 
cial security contributions for the first 
three years. It also plans a unique job- 
creation scheme: a high-speed train link 
through Lorraine to West Germany. 
one of this mollified the 35,000 steel- 
workers and their sympathisers who 
marched through Paris on April 13th. 
Lorraine has had some success in at- 
tracting French and foreign firms. Re- 
nault and Citröen both make car-parts 
ear Metz. A dozen American companies 
are manufacturing there, too. The combi- 
nation of geographical proximity and lan- 
guage (the Lorraine patois is close to 
erman) has also brought in West Ger- 
man engineering firms and the Grundig 
electronics company. At the end of this 
month, Lorraine is due to get its first 
apanese investment with the opening of 
‘car-radio plant for the Nissan group at 
‘ompey, the site of yet another declining 
eel plant. 
The government hopes Nancy universi- 
; can emulate the science park at Brit- 
in’s Cambridge university and. attract 
gh-tech and bio-tech industries. The 
state-owned Thomson electronics group 
plans to make video-recorder equipment 
in Lorraine later this year and Mr Mauroy 
‘is talking of other big nationalised firms 
‘moving in too. Snags: many of these 
groups are themselves retrenching, and 
the new small companies that Mr Mitter- 
and favours won't create enough jobs to 
bsorb steel-industry redundancies. 
So far, the combination of government 
ob schemes and workers leaving the 
gion has kept unemployment among 
orraine’s 850,000-strong labour force at 
bout the national average of 10%. But 
number of jobless is now edging 
pwards faster than in other parts of the 
pantry and the number of unfilled vacan- 










nother death 


HONGKONG AND LONDON 


as a Hongkong solicitor, Mr John Wim- 
bush, murdered or did he commit sui- 
cide? Last week, two days after returning 
from London, he was found drowned in 
the swimming pool at his Victoria Peak 
apartment. overlooking Hongkong har- 
-bour. Slung around his. neck was a 551b 
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local law firm, Deacons. The firm was 
legal adviser to the bankrupt Carrian 
property group, now under investigation 
by the colony’s commercial crime squad. 
The police think that as much as HK$t 
billion (US$128m) of Carrian’s cash may 
have gone adrift. 

Mr Wimbush had arrived in England 
on April Ist for a holiday with his family 
at their house in Petersfield, Hampshire, 
and spent the following weekend with 
friends in Bath. He was clearly troubled 
about his firm’s involvement with Carrian 

and what he saw as police harassment. 

Last autumn, only an injunction 
stopped the commercial crime squad 
from raiding Deacons’s offices as part of 
the Carrian probe. Mr Wimbush was 


particularly. concerned about Deacons’s ; 


role in the purchase and resale by Carrian 
of Gammon House, now known as Bank 
of America Tower, 

Gammon House was bought for 
HK$998m and sold a few months later for 
HK$1.7 billion. Although Mr Wimbush 
told friends that he had no financial 
interest in the deal, other than legal fees, 
he claimed that two of his colleagues did. 
Cutting short his holiday, he returned 
voluntarily to Hongkong at the request of 
the local police to help with their inqui- 
ries. Although he left three letters in his 
flat—to his family, his partners and the 
police—friends and family alike doubt 
whether he would have committed sui- 
cide. The contents of the letters have not 
been released. 

The Gammon House deal was one of 
many property transactions carried out by 
Carrian and other local speculators, such 
as the jeweller, Mr Kevin Hsu, EDA 
Investments and Trafalgar Housing. In 
three heady years, Carrian created a 
property-credit group through an intri- 
cate network of companies. It took less 
time to crash, bankrupting some specula- 
tors, wrecking careers and at one stage 
even threatening Hongkong’s banking 
system. Last October, Mr George Tan, 
Carrian’s chairman, and Mr Bentley Ho, 
an executive director, were arrested by 
Hongkong’s commercial crimes bureau 
and charged with making false and mis- 
leading statements. Mr Ho faces another 
charge of false accounting. Both are now 
out on bail. 

The death of Mr Wimbush comes less 
than a year after the murder in Hongkong 
of Mr Jalil Ibrahim, assistant general 
manager of Bank Bumiputra Malaysia 
Finance, who had been worried about the 
bank’s commitment to Carrian and had 
advised caution Over loans to the group. 
Carrian went bust owing the bank 
HK$3.8 billion. Mr Jalil was strangled 
with a bathrobe belt in a Hongkong hotel 


the senior partners in the: second biggest 
-Foon-Than, was « 


` room and his body d 






Malaysian, Mr Mak 
rged with his murder. 
His trial began this week. He is pleading 

not guilty. 

































































British Petroleum 


Self-reservation 


Sir Peter Walters, the chairman of British” 





Petroleum, is anxiously awaiting a coded 
word from the White Swan hotel in Chi- 
-na’s. Guangzhou (formerly Canton), ep- 


erations headquarters: for some.60° BP 
wildcatters. But it will be some weeks 
before the rumoured oil-field discovery in 
the South China Sea is confirmed’ or 
publicly dismissed. 

BP’s long-term Strategic aim is, like 
that:of all oil companies, to replace de- 
pleting reserves. Mergers and takeovers 


, among the other majors—Texaco, Soca‘ 


Mobil, Royal Dutch/Shell and Gult- 
have sought the same end, but by buying» 
existing oil reserves rather than exploring» 
for new. Sir Peter is not convinced that, 
buying reserves is cheaper than drilling ~ 
for them. He is banking.on BP’s first-class; | 
(some would say lucky) record in finding 
oil. i 

China is BP’s best eastern hope for 
topping up the group’s oil reserves. In- 
cluding those of BP’s 53%-owned subsiđ-. 
iary, Sohio, in Alaska’s Prudhoe Bay, 
total reserves have fallen by 18% in the 
past five years (see chart). America, 


Thirsting for repletion 
Crude oil production*1983 
Total 1-23m barrels per- day 


Abu Dhabi 6% verona 
Other areas 1% m 











America 2% 


*From own reserves [including 100% Sohicland produced 
by related companies: 
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Japanese trade union leaders and Ameri- 
can and European bosses and politicians 
are in unlikely agreement about the best 
economic policy for Japan. All want 
domestic demand, not exports, to drive 
‘Japanese growth—westerners because 
their industries will seem less threatened, 
- Japanese unions because they want more 
"spending power for their members. But 
» Japanese workers are failing to oblige. In 
' the process, they are showing why Japan's 
«. economy is so resilient. 
On. April Lith, Japan’s annual spring 
wage round, the shunto, reached its 
climax. Ina ritual barrage of militancy, it 
set basic wage rates for the coming year, 
and will be followed by another year of 
calm on the shop floor. Though the two 
- socialist union federations, Sohyo and 
Domei, set a militant tone, the real 
‘bargaining is done by the unions in each 
company——a much milder lot. 
This year’s bargaining has been quiet- 
er than ever. The latest threatened strike 
„not to come off was due to be by private 
~ railway workers on April 12th. Industrial 
workers are settling for nominal rises 
ranging from 3.1% in the steel industry, 
through about 5% in the car industry 
(with bigger rises at Toyota than at 
Nissan), to a little over 5% in electronics 
firms. With price inflation likely to be 
about 3% during the year, this will keep 
some workers’ real wages unchanged 
and give only a small rise to others. 
Anywhere but Japan, such low wage 
rises would be surprising because: 
@ Economic growth is speeding up. In 
1983 real gross national product grew by 
3%. This year it is likely to grow by 
between 4% and 5%, according to the 
Economic Planning Agency. 
@ After sliding by nearly a fifth between 
March, 1982, and September, 1983, 
company profits have risen by a third in 
the past six months. Big Japanese com- 
panies are now flush with cash, and are 
investing much of it in the booming stock 
and bond markets. 
@ Growth in real wages has been low 
during the past few years. After falling 
by 1.6% in 1980, real wages in Japan 
rose by just 0.4% in 1981, 1.7% in 1982 
and about 2% in 1983. Unions accepted 
low shunto wage rises, and their annual 
bonuses—loosely tied to profits and in 
good years equal to four months salary 
have been low too. Once taxes are 
deducted, real disposable income has 
fallen in four-of the past nine years; last 
year it fellby nearly 2%. 
@ Productivity is rising fast. In the year 
to last November, output per worker in 
manufacturing industry rose by more 
than 9%, after only 0.1% in 1982, 
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Japan pays itself competitively 
Europeans and Americans should not expect that a stronger yen wili zaon 


give them a breather from Japanese competition. This year’s low (3-51%) 
wage rises will keep Japanese exports fiercely competitive. 


@ Unemployment in Japan is low. At 
2.7%. of the workforce in February, it is 
the same level as a year earlier. 

To unions in’ Europe such statistics 
would make a fine case for large wage 
rises. Not in Japan. Japanese company 
unions are still willing to make sacrifices 
for their firms’ future prosperity. And, 
‘despite what is by western standards 
healthy growth, they believe that these 
are austere times. 


Hey, small spenders 

This belt-tightening mood coincides with 
a main aim of government policy: to cut 
the budget deficit. Parliament has only 
just approved a new budget for 1984-85 
which included a rise of only 0.5% in 
public spending, the smallest for 30 


Japanese families saved less. At the. 
moment, they save 19% of their dispos- 
able income; only a cultural revolution 
would reduce that by much. i 
Second, investment could increase 
sharply. But, thanks to government cut- 
backs, total capital investment fell by 
0.3% in the year to September, 1983, 
even though companies’ investment rose 
by about 2.3% in the year to March; 
1984, The Bank of Japan forecasts that 
companies’ investment could fall slightly. 
this year. 
Third, interest rates could fall, stimu 
lating more investment, consume 
spending and stockbuilding. But lowe: 
rates would probably weaken’ the.yen. 
and thus annoy foreign: governments 
Although the yen. has strengthened by. 
3% against the dollar since the start. o' 
the year, the Bank of Japan has resisted 
the temptation to cut interest rates. 
A rising yen is the fourth way to 
of 
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years. The deficit in 1984-85 is intended 
to fall slightly to Y12.7 trillion ($56 
billion), about 47% of gnp. 

This is bad news for Japan’s trading 
partners. For more than a year, the 
Japanese government has been telling 
them that its domestic demand is about 
to take off, and that this would boost 
imports and divert resources from ex- 
ports. In 1983, though, exports gave a 
bigger boost to growth than domestic 
demand (see chart). 

There is little sign of much change this 
year. The combined effect of fiscal tight- 
ening and low wage deals will be to hold 
down Japanese labour costs and restrain 
domestic demand. Growth will remain 
largely dependent on exports, so ensur- 
ing that Japan’s current account surplus 
will stay huge (it was $23.1 billion in the 
year to February). 

Four things could change this pros- 
pect, though perhaps not immediately. 
First; consumer spending would rise if 

























Gnp growth 
% change on previous period, 
half-yearly at annual rate 


SSS 


1979 8t 
Gnp by coinponsnit 
% change 1982-83 est 


Private consumption 
Government consumption 
Gross fixed investment 

Total domestic demand t 


E t 
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encourage more domestic spending and 
slow down the growth of exports. Bu 
the yen would have to rise in real 
terms—ie, by more than the. difference: 
between Japan’s inflation rate and that 
of its trading partners. That would mean. 
a big rise in the exchange rate, because. 
the Organisation for Economic Co-oper- 
ation and Development is forecasting 
that unit labour costs in manufacturin 
will fall in Japan by 3% this year whil 
rising by 3£% in Britain, 14% in: the 
United States and $% in West Germany. : 

The rise.so far in the yen’s nominal 
exchange rate will not do much to-blunt 
Japan's competitiveness. A survey by 
Fuji, a Japanese commercial bank, of 27 
trading companies found that 70% of the 
firms trading in dollar denominated 
goods and 98% of those with yen-de> 
nominated goods would not raise their 
export prices until the yen roseto Y220 » 
against. the dollar. This week, the rate 
was standing at around Y224. 
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200m last year. Sohio has acquired 5m 
acres of undrilled land across America 
d last year paid $364m for oil leases in 
e Gulf of Mexico. 
In the past two years, BP and Sohio 
have. spent $2.5 billion on worldwide 
ploration but have nothing to show that 
big enough to replace the huge but 
dwindling reserves of the group's two 
ain fields, Forties in the North Sea and 
rudhoe Bay, which account for almost 
l its crude oil production. 
_.BP may be running out of luck; it is 
certainly running out of time. Production 
from. Forties has begun to decline, and 
output from Prudhoe Bay, which is being 
aintained only by reinjecting water and 
gas into the field, has levelled off and will 
begin to fall in 1987. Without improved 
recovery techniques to squeeze out more 
, Sohio’s 50% share of Prudhoe pro- 
duction could be as little as 375,000 
barrels’a day (b/d) by 1992, compared 
ith 612,000 b/d last year and a peak of 
000 b/d in 1981. 
he implications are large, according 
recent research into BP and Sohio by 
e London stockbroker, Montagu, 
oebl, Stanley. It estimates that almost 
lof Sohio's $1.5 billion of net profits last 
ar came from Prudhoe Bay, and reck- 
ons they will halve by 1992. 
More worrying for the parent BP is that 
it gets only dividends from Sohio but 
consolidates into its accounts all of So- 
hio’s profits. In dollar terms, Sohio’s net 
profits have been falling since 1981 (when 
they were $1.95 billion) because of declin- 
ing oil prices, lower production, higher 
xploration costs and losses from expen- 
sive diversification, especially into metals 
and mining. For British-based BP, the 
dollar's strength cushioned the fall in 
Sohio's profits, which accounted for 65% 
of the group’s entire net profit last year. 

< BP has been right in the past two years 
to balance this dependence on Sohio by 
cutting deadwood. Results have started 
coming through. Refining, marketing and 
shipping turned from an £86m loss in 1982 
(using BP’s replacement-cost accounting) 

£205m profit last year, its first profit 

since 1980. On'the same basis, losses from 
chemicals were cut from £192m to £81m. 
A leaner BP is looking for other ways 
0 improve profits, and has its eye on 
Sohio. It has always taken a back seat in 
Ohio's affairs since the tie-up in the early 
1970s. Although a majority shareholder, 
has only two seats on the Sohie board 
and allows the company virtual autono- 
my. But since 1978, disastrous expansion 
into coal, metals and mining and industri- 
| products has reduced oil interests to 
61%. of Sohio’s. total assets: of $16.3 


== 


ort Sea forced BP and Sohio to write off < 


billion. 


petroleum business has not gone unno- 
ticed at BP (whose own minerals diversifi- 
cation remains a loss-maker). In 
particular, BP has never been happy with 
Sohio’s $1.8 billion purchase in 1981 of 
Kennecott, the copper mining and metals 
company, whose losses since then have 
totalled $354m. Some observers reckon 
that BP will eventually follow Royal 
Dutch/Shell and bid for the minority 
shareholding in its American subsidiary. 


Alcan Aluminium 


Getting canned 


TORONTO 





Why is Alcan Aluminium building a new 
smelter when most companies are shut- 
ting them down as fast as they can? Cheap 
electricity is the main reason. Another is 
that many Canadians are about to be 
given a privilege that most people already 
enjoy—drinking their beer from alumin- 





ium cans instead of steel ones. 

Aluminium drink cans had been out- 
lawed in Canada until now, bécause of 
alleged worries about health hazards 
(and, in Ontario, real worries about hurt- 
ing the steel industry). Now the country’s 
two largest provinces, Ontario and Que- 
bec, are making them legal. Alcan’s lob- 
bying campaign, based on the argument 
that aluminium should be used in drink 
cans because it can be. recycled more 
cheaply than steel, has paid off. Alcan 
can expect to.sell a lot more ingot. In the 
United States, where aluminium cans 
have been around for decades, 22% of 
ingot production goes for cans. 

Alcan’s new smelter, is to be built in 
three stages-in the Saguenay region of 


Quebec. It will have an annual capacity of | 


248,000 tonnes when it is completed by 
1990. Construction will start this spring. 


The poor performance of Sohio’s non- 







plan to rebuild its a minium- smelting. : 
capacity in Quebec. The whole project 
will cost C$3 billion: (US$2.3 billion), the 
first smelter C$1 billion. 

Alcan has good reason to invest in 
Quebec. The. province: has just given the 
company a 50-year extension of its water- 
lease agreements. The company owns its 
own hydro-electric grid, which produces 
power for it at well below market prices. 
Electricity is the biggest expense in alu- 
minium production, accounting on aver- 
age for C$380 per tonne of aluminium. 
The cost for Alcan at its Quebec smelters 
is said to be about C$64 a tonne. 

Alcan could do even better.-It stands to 
become the biggest producer of alumin- 
ium ingot in the world if the American 
government approves its plan to buy the ~ 
primary aluminium assets of the Los 
Angeles-based oil company, Atlantic 
Richfield. The proposal is said to be 
worth between C$960m and C$1.3 bi’ 
lion. But it faces the hurdle of America 
trustbusters. When Alcan last tried to > 
enter the American market in the 1970s, 
they kept it out. 
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Striking the hour 


FRANKFURT 















































Brinkmanship may have gone over the 
edge in West Germany this week. With 
the collapse on April 17th of eleventh- 
hour talks between the employers’ associ- 
ation and West Germany’s biggest trade 
union, the metal workers (IG Metall), a 
strike over the issue of the 35-hour week 
seems certain for early May. 

A shorter working week has become 
the main industrial issue in. West Germa- 
ny. IG Metall has’ led the unions in 
pushing the argument that the short: 
week is the fastest way to cut unemplo: 
ment, which now stands at 9.0% of the 
workforce, But the employers are set - 
against any change in the 40-hour week. 
They fear it will raise their production 
costs and make them less competitive, 
especially in foreign markets. 

At Tuesday’s talks in Dusseldorf, nei- 
ther side was prepared to back down. The 
employers refused to concede the princi- 
ple of a shorter week unless the unions 
spelt out in detail how it would work. 
Instead, the employers suggested more 
flexible ways of working a 40-hour week 
and was prepared to offer early retire- 
ment schemes. The union, though willing 
to cut the working week in stages, wants 
the employers to concede the principle. 
So far, neither ‘side is in a~mood to 
compromise. 

IG Metall will now ask its membership 
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likely to come in the first week of May; a 
strike would begin on May 9th. IG Metall 
ms confident, and the employers’ as- 
ociation is resigned to the union leader- 
ship getting the 75% vote in favour of a 
strike that it needs. 
-. “The union has refused to budge, but 
the workers don’t want it. They may 
‘support [the strike] to show agreement 
with the union, but they are not for the 
political goal of the 35-hour week”, says 
the employers’ association spokesman, 
Mr Werner Riek. A recent poll sponsored. 
the employers found that only 20% of: 
e union’s members thought the 35-hour: 
ëk was worth striking for. 
: There will not be.a national strike: the 
union will call out two or.three key states: 
‘instead. That is the ploy it used last.time. 
In March, 1978, it called out its members: 
only in Baden-Wiirttemberg, the prosper- 
ous south-western corner, of Germany 
where’ there are big Mercedes and 
‘sche plants. So far, the union is not: 
saying which states are the targets this 
time, but the ones with car-makers (who 
are now in profit again) seem more likely. 
to be. hit: than the troubled steel industries 
of the Ruhr. 


Save the SDR 


Nobody was surprised that last week’s 
meeting of the interim committee of the 
International Monetary Fund (IMF) 
failed to agree on a new allocation of 
special drawing rights (SDRs). Finance 
ministers from the world’s poor coun- 
tries. wanted the fund to create more 
SDRs, the first increase since 1978, to 
boost their reserves and so improve their 
credit standing with western banks. But 
many of the richer countries feared that 
the debtors would use new SDRs to pay 
for higher imports and so postpone nec- 
essary economic adjustments.. Since 
America’s treasury department, the 
leading sceptic, can veto a new allocation 
of SDRs, the chances of the poor coun- 
tries getting their way at the fund’s 
‘annual meeting in September are slim. 
Without an. IMF-directed increase, 
cash-strapped countries have to earn 
extra reserves through trade, by running 
~balance-of-payments surpluses; that in 
‘tum means tougher policies aimed at 
«boosting exports and. reducing domestic 
demand. In the very different circum- 
stances of 1967, when the SDR’s cre- 
ation was first agreed, all governments 
said that this made no sense. Low- 
income countries, they said, should not 
need to depend on a trade surplus (which 
represents a transfer of real resources 
“from poor countries to rich) simply to 
build up their reserves. 
<The case for more SDRs does not rest 
t Just on the immediate liquidity needs of 
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at least a month andis making it known 
that it can well afford it. “We are well 
armed for a fight”, said a union spokes- 
man. He would not say how big the union 
strike fund is, but it is doubtless 
substantial. 

The strike atmosphere has been height- 
ened by the unions’ close ties with the 
opposition party, the Social Democrats. 
Both unions and the party have attacked 
Chancellor Helmut Kohl for cutbacks in 
social spending, Mr. Kohl’s centre-right 
government has backed the employers in 
opposing the 35-hour week, giving the 
dispute a political dimension rare in Ger- 
man labour relations. 

The employers’ association can also 
draw some encouragement from the fore- 
cast published on April. 16th by West 
Germany's leading economic research in- 
stitutes. Four of the five foresaw unem- 
ployment falling slightly this year to 
2.15m from last year’s figure of 2.26m. 
The music to the employers’ ears was the 
institutes’ view. that employment growth 
and the competitiveness of West German 
industry would-be put at risk both by a 
shorter working week and by early retire- 
ment. Do the unions hear the same tune? 


the poor countries. The 1967 agreement 
expected the SDR to become the world’s 
main reserve currency: as the chart 
shows, that hope has not been realised. 
After the IMF’s first allocation in 1972, 
SDR9 billion amounted to a modest 6% 
of total world reserves. A second alloca- 
tion in 1979 increased SDR reserves to 
SDR13 billion, but total reserves have 
gone up faster, because of inflation and 
growing world trade. SDRs’ share of 
reserves had fallen by last year to 3%. 

If the SDR was the world’s main 
reserve asset, it would be possible for the 
IMF, acting on behalf of its member 
governments, to influence the world sup- 
ply of reserves. To the.extent that there 
is a link between reserves and money 
supply (which is disputed), and between 
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AIG Metall thinks. the strike will jäst for 


Lieutenant kernel 


Mr Eduardo Cojuangco is a central figu 
in the web of business and family copne 
tions around the president of the Philip- 
pines, Mr Ferdinand Marcos and his wife 
Imelda. Probably the richest businessman: 
in the Philippines, Mr Cojuangco © 
April 10th also became chairman of the 
Philippines’ largest manufacturing ente 
prise, San Miguel. 

Mr Cojuangco slipped into the job after 
a family fight last year between two 
San Miguel’s owners, Mr Andres Sorian 
and Mr Enrique Zobel. The two cousi 
went separately to Mr Cojuangco for 
without realising that they were pet iti 
ing the same backer. In» the end, N 
Zobel sold his 20% holding to Mr Co 
juangco for about $50m, while Mr 
iano’s huge debts ‘gave. Mr Cojuangco 
room to manoeuvre for total control. 

The unexpected death of Mr Soriano 
on March 18th allowed Mr Cojuangco 
formally to take over San Miguel. But the 
company, whose revenues last year € 




























money supply and inflation (which is no 
longer disputed), SDR control could 
therefore promote greater economic sta- 
bility, By making governments agree on- 
planned increases in reserves, it would 
reduce the risks of excessive world infla- ` 
tion or deflation. 

The SDR has another virtue: it can 
make the exchange-rate system as a 
whole less volatile. When currencies are 
floating, any shift in reserves produces: 
fluctuating exchange rates that can dam- 
age trade. Because the SDR is a-basket 
of five currencies, however, SDR re- 
serves are immune to this form of re- 
serve switching. 

Whether or not SDRs are the main 
reserve asset, smaller countries could 
benefit by pegging their exchange rates 
to the SDR. At the moment, many are 
pegged to the dollar. If moves towards. 
an SDR system encouraged them. to peg’ | 
to the SDR instead, they would reap the 
greatest benefits of all. As the SDR’s 
value is inherently more stable, it is a far 
better insulator from external economic | 
shocks than the dollar. 

True, countries could link their ex- 
change rates to the SDR now (and some 
do). But with most international transac- 
tions denominated in dollars, exporters 
and importers could not be sure of the 
future domestic-currency value of their 
contracts. If they began to denominate 
contracts in SDRs—making the SDR the 
world’s main reserve asset would encour- 
age that too—they would be free of this 
trade-damaging uncertainty, and. have 
greater economic stability to boot. 






















-King coconut Cojuangco 


ceeded Ps6 billion ($430m), had already 
transferred. most of its assets to the Unit- 
¿ed Coconüt Planters’ Bank (UCPB) 
which is controlled by Mr Cojuangco. 
This helped make the bank the Philip- 
nes’ second largest last year, with total 
‘assets of Ps10.7 billion (65% up on 1982). 
- Coconuts are what gave Mr Cojuangco 
-his big break, though his was no rags-to- 
-riches story. When Mr Marcos became 
president in 1965 Mr Cojuangco’s family 
already owned one of the world’s largest 
; Sugar plantations, a bank, a bus company, 
trading companies and plenty of land. but 
a family feud split the fortune. 

Mr Marcos came to the rescue. In 1957 
“he had named the young Mr Cojuangco, 
then 22, the godfather of his new-born 
son. In 1965, Mr Cojuangco hid the 
newly-elected president from men alleg- 
edly hired to kill Mr Marcos before he 
could be officially proclaimed winner of 
“the election. Mr Marcos remembered. A 
cousin, Mr Ramon Cojuangco, was given 
control of the nation’s telephone compa- 
ny, Philippine Long Distance Telephone. 
In the mid-1970s, Mr Cojuangco himself 
was given near-monopoly control of the 
country’s biggest business, coconut mill- 
ng and trading. 

-Mr Cojuangco bought control of. his 
family’ s bank and turned it into one of the 
nation’s largest. The UCPB became the 
depository of a controversial coconut 
levy, imposed on all coconut sales (until 
last year, when it was suspended). By 
law, the levies were deposited with UCPB 
‘interest-free. At one time, the bank 
Owned more than 80% of the country’s 
coconut mills. 

Mr Cojuangco remains one of the big- 
gest financial backers of Mr. Marcos’s 


66 





political party, i 


ment. His ‘enormous. wealth (he owns a 
$20m stud farm in Australia) and his close 
contacts with the military, as well as his 
friendship with the president, have con- 
vinced many that he may have a political 
future if Mr Marcos has anything to say 
about it. In any event, the San Miguel 
chairmanship takes its place in a much 
larger scheme of things for Mr 
Cojuangco. 


Austrian economy 


Keynes on ice 


Austria’s 10-year record of economic suc- 
cess is under threat. During that Opec- 
troubled time its average unemployment 
rate has been 2.2% a year, compared with 
the 5.7% of the 24 mainly industrial 
nations that make up the Organisation for 
Economic Co-operation and Develop- 
ment (OECD). Austria’s average infla- 
tion rate has been 6.1% a year, compared 
with 9.4% in the OECD as a whole; and 
its average gdp growth rate 2.5% against 





2.4%. All thanks, seemingly, to textbook’ 


Keynesian demand management: in- 
creased government spending in reces- 
sion, restraint in recovery, 

This now unfashionable recipe needed 
an extra ingredient: an effective incomes 
policy. Austria's highly-centralised trade 
unions have long accepted modest wage 
rises in return for fiscal policies designed 
to keep employment up. The bargain 
kept the economy in its virtuous circle. In 
1982, for example, the unions agreed to 
wage rises of around 5% though inflation 
was 5.5%. Partly as a result of that, 
inflation fell last year to 3.3%, producing 
higher real incomes after all. 

That social compact now faces a stern 
test. In the most recent pay-round, the 
unions settled for increases of 3-4%— 
knowing that tax changes announced in 
October’s budget would push inflation 
higher. They almost certainly underesti- 
mated the gap; in January the 12-month 
rate of consumer-price inflation jumped 
from 3.8% to 5.6%. 

To make matters worse, the price- 
raising budget may reverse recent pro- 
gress in cutting unemployment, now high 
by Austrian standards at around 4.5% of 
the labour force. This time the govern- 
ment has responded to sluggish growth 
(1.8% in 1983) by trimming spending 
plans and by raising value-added tax by 
two percentage points. The OECD ex- 
pects Austria’s gdp growth this year to 
slow to 1.5%, and unemployment to top 
5%. 

The charts help to show why Austria 
must swallow such a bitter pill. After 
reflationary budgets in 1975 and 1976, the 









Danube blues 
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central government's financial deficit did 
not fall back to its pre-Opec. levels. So. 
when economic. growth and unemploy- 
ment both turned out worse than expect-: 
ed in 1982 and 1983, the resulting over- 
runs in expenditure moved the deficit up 

from an already-inflated base. 

Meanwhile, government debt grew, so 
a heavier burden of interest payments 
gave the deficit a built-in tendency to rise. 
Hence another vicious twist: if a growing 
share of the deficit goes in debt servicing, 
and a smaller share in physical invest- 
ment, the government must provide ever- 
bigger increases in the deficit to achieve a 
given spur to jobs and output. By allow- 
ing the rising trend in the deficit 
continue, the government would blunt 
own fiscal tools. 

The new budget measures should re- 
duce the central government's deficit to 
4.5% of gdp this year. As the régional, 
governments are in surplus, the total 
government deficit should be less than the 
forecast average for the seven largest 
OECD countries, 3.8% of gdp. So why 
not ignore the upward trend for now, and 
borrow to bridge the financial gap? 

Two reasons: 
© Austria uses interest rates to fix the 
schilling’s value against the D-mark. Any 
prolonged divergence between interest 
rates in Austria and West Germany 
would. break the exchange-rate link that 
the government sees as an essential stabi- 
liser: Growing deficits, needing «a big 
funding effort, would push Austrian in- 
terest rates.out ofline. 
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SECURITY 
FLEXIBILITY ie 
PERFORMANCE 


The Standard Chartered Offshore Money 
Market Fund offers investors all three. 

















If you're investing for growth, but need high Based in Jersey for optimum security 
security and the option of realising your holdings of investment, the Fund provides a rate of 
at short notice then the Standard Chartered return which is not normally available to private 
Offshore Money Market Fund offers a tailor- investors. No dividends are paid and interest 
made solution: earned is reflected in the capital value of shares 


~ which may be partially-realised to provide 
tax free income, depending on your tax status. 


Shares are denominated in Sterling, US 
Dollars, Deutschemarks, Swiss Francsor Yen 
— held either individually or in combination. 


If you are interested in finding out more 
about this exciting investment alternative, 
please complete and return the coupon for 
full details or contact your local branch of 


Standard Chartered Bank Group. 


This advertisement does not constitute an 
offer or invitation to invest in the Fund. 
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‘To: Standard Chartered Fund Managers (C.L) Limited, 
l PO Box 122, Conway Street, St. Helier 36, Jersey, Channel Islands. 


Please send me a copy of the Fund’s Prospectus and Application Form. 
[understand that investment may only be made on the basis of the terms 
set out in those documents. 


Standard Z Chartered Xoc 


" 














Standard Chartered Fund Managers {C.L} Limited 4 
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On the benefits of flying with an airline that _ 
offers you a choice: First Class, Business Class and 
Economy Class worldwide. 
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The new distribu- 


‘tion of First 


Class, Business 
Class, and 
Economy Class 
seats on Swissair 
aircraft: 
DC-9-81: 

12; 25-79; 38-92. 
Airbus A310: 

16; 39-115; 73-149, 
DC-10-30: 

22; 57-63; 136. 
Boeing 747-357: 
36; 63; 276. 
Boeing 747-357 
Combi: 

24; 57,195. 





With one of 
these three cards 


you can go 
aboard and take 
your seat: 

Red boarding 
card, First Class. 
Blue boarding 
card, Business 
Class. 

Green boarding 
card, Economy 
Class. 
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Once again Swissair has renovated it 
fleet but not all the recent improvement: 
are obvious from the outside. For now or 
all Swissair aircraft we offer you a choice 
of 3 classes instead of the previous 2 
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This means you can select exactly the 
standard you require to fit your personal 
travel requirements throughout the en- 
lire Swissair network. To some 100 desti- 
nations worldwide. 








The Swissair 
route network 
includes some 
100 destinations 
all over the 
world. 48 in 
Europe, 13 in the 
Near and Middle 
East, 10 in the 
Far East, 19 in 
Africa, 4 in 
South America, 
and 5 in North 
America. 


swissair 
First Class, 
Business Class, 
Economy Class 
worldwide 

on all aircraft. 


Grindlays- 
your banking 
connection... 


Strength on the ground and experience are essential for 
a successful international banking connection. 


In Africa, Grindlays has over 20 branches 
and offices and more than 80 years experience. 


Just contact Grindlays in London, New York, Tokyo, 
Hong Kong, Singapore, Bombay, Bahrain and in 33 countries 
around the world for your banking connection with Africa. 


With Africa 
Ao 


London: Grindlays Bank p.l.c., 
Minerva House, Montague Close, SE1 9DH. 
Tel: 01-626 0545. Telex: 885043/6 GRNDLY G. 


Zimbabwe: Grindlays Bank p.l.c., 
Office of the General Manager, 

PO Box 300, 

First Floor, Ottoman House, 

59 Samora Machel Avenue, Harare. 
Tel: (10) 706351. Telex: 4739 ZW 


Branches in Zimbabwe at: 
Harare, Bulawayo, Gweru, Kwekwe 
and Mutare 








Branches and Offices in:- Australia: Austria: Bahamas 
Bahrain : Bangladesh Brazil Canada: Colombia 
England: France: Germany: Ghana: Greece 

Hong Kong - India- Indonesia: Iran: Japan : Jersey 
Jordan: Kenya: Republic of Korea- Malaysia: Mexico 
Monaco: Nigeria: Oman: Pakistan - Qatar 

Saudi Arabia: Scotland: Singapore: Spain: Sri Lanka 
Switzerland: Taiwan: Uganda: United Arab Emirates 
United States of America: Zaire: Zambia- Zimbabwe 










digher interest rates would also weak- 
en private-sector investment, which fell 
- by 5.4% in 1982 and by 2% in 1983. In an 
/ economy which the authorities have kept 
„Tunning so close to full capacity, large 
budget deficits may crowd out private 
investment directly, by claiming re- 
sources. which the private sector could 
have used. 
Of course, the government has another 
choice—it could finance its deficits partly 
by printing money. But once financial 
Markets realised that the authorities had 
_ demoted their commitment to low infla- 
uon, interest rates would rise to reflect 
pected higher prices and greater uncer- 
inty. {n sharing that view, even Austri- 
sare fashionable monetarists now. 




















Scouse gear 


is week, Mr Sam Toy, the chairman of 

ord UK, announced a £65m.,.($92m) 

investment plan to produce 300,000 gear- 

boxes a year for mid-to-upper range cars 

. from 1987. The site for this vote of 

` confidence in British motorcar making? 

Of all places, the company’s Halewood 

` plant on Merseyside, once (and, by some, 

still) regarded as all that is bad in British 

car factories—bolshie-workers, restrictive 
working practices and strike-riddén. 

Hold on, though: the new investment is 

in the Halewood transmission plant, not 






the body and assembly plant. where all 
the trouble has been in the past. The 
transmission plant is organised by the 
non-militant engineering union, the as- 
sembly plant by the left-wing transport 
workers. But even Halewood’s assembly 
plantis to get £1 1m worth of modernisation 
cash, partly because it has just struggled 
through a strike-free year—one of the 
(tacit) conditions for receiving the cash. 

Fierce competition is making a hole in 
Ford's British profits—as well as its mar- 
ket share. Its 1983 profits were down to 
£178m before tax (compared with £194m 
in 1982) on a turnover of £3.6 billion. 
Almost half the profits came from interest 
on investments, which mostly means 
loans to the Detroit parent company. 
Although Ford UK remains the market 
leader in Britain, Ford of West Germany 
may soon take over as the multinational’s 
chief money-earner in Europe. 

In 1983, Ford UK spent £310m on 
capital investment—-most of it on the car 
bits that matter: engines, axles, gearbox- 
es. Another £291m of capital expenditure 
is already planned for 1984. Part of the 
explanation for all this spending can be 
found in Ford’s dire import-export figures 
for 1983. Ford UK earned less foreign 
exchange from exporting cars and compo- 
nents than it did in 1982—£834m, down 
from £894m. Its net imports were up from 
£265m to £676m. : 

There are lots of excuses: the growth of 
the British car market in 1983 could not 
be serviced from Ford's British plants: a 


Boring and grinding 


East Germany is the workshop of east- 
ern Europe, and it is exporting a lot of 
machine tools. WMW, the monopoly 
: exporter. of the state-owned. industry, 
says that the East German. machine-tool 
industry-is the world’s sixth largest. In 
exports, which account for three quar- 
©. ters of production, it-claims the fifth slot. 
Almost ‘half of those exports go to 
Russia but 15% of sales, worth roughly 
<. $250m a year, are shipped to non-Come- 
© con countries. Among its: biggest cus- 
tomers are France, Italy, Iran and West 
©) Germany. WMW would like to export 
< more, but first needs: tò produce more 
"sophisticated machines and change its 
“production and marketing methods. 
In East Germany. all industrial con- 
cerns. making similar products or using 
. the same production methods are organ- 
ised into. large combines. A central ad- 
ministrative office co-ordinates the pro- 
duction, sales and research of its 
members: Combines are responsible to a 
Ministry—in this case, the excitingly- 
named ministry for machine tools and 
processing machinery. 
-WMW exports on behalf of four com- 
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bines: the Fritz Heckert combine in 
Karl-Marx-Stadt, which is the largest (19 
factories, employing 27,000 workers) 
and which produces drilling and milling 
machines; the 7th October combine in 
East Berlin, which makes machines such 
as gear-cutters; the Herbert Warnke 
Combine in Erfurt, a press maker; and 
the Schmalkalden combine (industrial 
metal-cutting and hand tools). 

Marketing and servicing in the west is 
conducted through joint ventures with 
local dealers. although the East Ger- 
mans insist on a majority shareholding. 
Their machines are rated worthy, sturdy 
but often too low-tech to compete effec- 
tively in western markets. 

WMW is concentrating on custom- 
built machines and aims to make more 
use of (mainly imported) microelectron- 
ics. A big problem: WMW stands be- 
tween the companies and their western 
customers——a barrier to the kinds of 
links that help design to be changed 
quickly to meet changing market de- 
mands, Until it reforms its rigid market- 
ing system, the East German industry is ` 
unlikely to worry the Japanese. ; 


strike at Halewood: the po 


dl 
down against the D-mark, helping higher 
continental prices to increase the import: 
bill; and Ford’s exports of components ta 
east Asia collapsing in the face of Japa 
nese competition. 

Leaned on by the British governmen 
Ford is a company reformed. Import 
have dropped back below 40% of sales. 
and new exports (such as the 1.6 litr 
diesel engine produced. at Dagenham i 
east London) are coming on stream. Ne 
investments are being hyped as evidenc 
that the reform is permanent: 






































Sord Computer 


Pipsqueak? 


















i i TORY! 
Sord Computer, the firm often known a 
Japan’s Apple, wants to go. public ‘thi 
year or next. Sord’s president and 
founder, Mr Takayoshi Shiina, says he 
needs to raise around Y15 billion ($67m), 
for new capital investment; Sord want 
the money to build a semi-conducto: 
plant to make semi-customised logic ¢ 
cuits, and avoid delays (of more tha 
eight months) from outside suppliers 
Many reckon that Sord has left it too late 
Japan's personal computer market 
dominated by three companies——Fujitsu 
NEC and IBM—and smaller firms liki 
Sord are being squeezed out. 

The comparison with Apple'is wistful 

Founded in 1971, well before App 
Computer had even seen the inside‘of 
garage, Sord found the going tough 
Banks refused to lend» money: durin 
Sord’s first three years and poaching gooc 
staff from Japanese rivals wag alm 
impossible. Its breakthrough came. in 
1979, when the firm invented’ a new 
computer language, called Pips, which 
was easier to programme than established 
computer lingoes,such.as Basic. - 
: In Jate 1981, Sord beefed up its proc 
uct-planning team by hiring Mr Toshiak 
Kamijo, the man who developed the Som 
Walkman, ‘Since ‘then, Sord’s ‘sales have 
grown by 40-50% a year. Mr Shiina saj 
they reached Y21.2 billion in the year t 
February, 1984, with pre-tax profit 
about Y 1.7 billion, 

Mr Shiina has ambitious plans. drea 
ing of a tie-up with America’s Trilogy to 
make mainframe computers for the Jap 
nese market, but current. problems may. 
bring him back to earth. Sord’s market 
share in Japan is slipping. and its efforts 
to export have had mixed success. Along 
with NEC, Sord pioneered personal com- 
puters in Japan; but NEC now has 40% of 
the-market and Sord just 13%, down 
from 17% three years ago. Pips. was i 
brillant invention, but it now  loéks 
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unnecessary to users who can buy their 
software programmes off the shelf. 

Mr Shiina has not given up on Pips: he 
is negotiating with a large American soft- 
ware distributor to sell it. He also plans to 
start making some IBM-compatible com- 
puters. Sord expects big orders to manu- 
facture them for sale under other firms’ 
names, 

A quarter of Sord’s sales are from 
exports, mostly to Europe and Asia. Its 
previous attempt to enter the American 
market failed dismally. The small contin- 
gent of Japanese staff sent by Sord had no 
experience of American sales techniques 
and also had supply problems. Sord is 
now trying again—this time through a tie- 
up with two American firms. 


Ted Turner 


This sporting life 


Mr Ted Turner, the young turk of Ameri- 
can cable television, is again knocking 
heads with the ABC network. Both he 
and ABC want to buy ESPN, the nearly- 
all-sports channel that Texaco acquired 
(but does not want) in its recent takeover 
of Getty Oil. 

“Getty paid $10m for 85% of ESPN 
(plus $100m in annual operating losses) in 
1979. The channel is now valued at $140m 
on the basis of the $30m ABC paid for a 
15% stake in January. ABC also has an 
option until 1986 on up to 49% of ESPN 
and the right of first refusal on the rest. 
The remaining 15% belongs to the chan- 
nel’s founder, Mr William Rasmussea, 
who is understood to have been having 
talks with Mr Turner’s company, Turner 
Broadcasting. 








Turner sees a new ball game 


2A 





Par excellence 


America is up to its ears in excellence. 
The post office promises to “deliver 
excellence”, Bankers Trust and Westin 
Hotels swear by it, as do New York's 
H&H Bagels (“there is no substitute for 
excellence”), the American army (which 
has just completed a “year of excel- 
lence”), and a growing herd of compa- 
nies whose advertising agencies have run 
out of adjectives. 

Excellence is no ordinary cliché. The 
best-selling book which brought the lat- 
est craze for this word to its peak, In 
Search of Excellence by Mr Tom Peters 
and Mr Bob Waterman, has probably 
done more than any other book to make 
American businessmen think again 
about how they and their companies 
work. Such clichés can be useful. Many 
Japanese companies have said “quality 
control” every few minutes for the past 
30 years, and it came true. 

It can happen in America too. “One 
place where the word excellence is 
abused and boring”, says Mr Peters, “is 
IBM. But they're not ashamed of it. It’s 


The price tag on ESPN looks steep, 
considering the channel lost $20m last 
year and 50% of the profitable cable pay- 
TV channel Showtime changed hands 
recently for only $75m. But of all the 
“basic cable” programming that comes 
free with the $20 monthly cable-hookup 
charge, ESPN reaches the most Ameri- 
can homes—30m—compared to Turner's 
second ranked WTBS with 28m and its 
other channel Cable News Network with 
21m. ESPN, hard pressed to find compel- 
ling sports programming 24 hours a day, 
inaugurated a two-hour morning Business 
Times programme, which has a small but 
affluent following. 

In the unequal battle with ABC, Mr 
Turner makes up in nerve what he lacks 
in resources. He first came to national 
attention in 1969, when he bought an 
obscure debt-ridden Atlanta television 
station and outbid the local ABC affiliate 
for the lucrative broadcasting rights to the 
games of the city’s professional baseball 
and basketball teams. Mr Turner also got 
the better of ABC when, after a brief 
fight, his Cable News Network bought 
out ABC's and Westinghouse’s stake in 
Satellite News Channel for $25m. 

ABC survives in cable because (unlike 
RCA and CBS) it moved cautiously and 
cheaply. But it still racked up losses in 
1983 of $47.3m compared with a $32.4m 
loss in 1982. To stem these, its joint 
Operation with Hearst magazines on cable 
programmes aimed at women has merged 
with Viacom’s Cable Health Network to 
create Lifetime, a 24-hour service with 
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a word they have kept before their 
people ad nauseam, and to positive 
effect”. 

Confident of the public's hunger for 
excellence, the publishing company 
Random House and Messrs Peters and 
Waterman plan to sell nearly $5m worth 
of “Excellence” diaries next year, com- 
plete with leather covers and homilies 
about business extracted from their 
book. Mr Peters’s consulting firm has 
also toyed with the idea of a newsletter 
about excellence. 

The last time America went crazy 
about this word was when the Russians 
sent up their sputnik. In the late 1950s, 
Americans agonised about declining 
educational standards in reports such as 
In Pursuit of Excellence, by Mr John 
Gardner, who then wrote a book in 1961 
called simply Excellence. Mr Gardner, 
who recalls that the first excellence 
boom lasted two or three years, says that 
it is “a great word to bring back, scrape 
off and shine up.” Next time, why not 
“simply spiffing’’? 





16m subscribers. Hearst/ABC took over 
the failed RCA-Rockefeller Entertain- 
ment Network and re-launched it as the 
9m-subscriber Arts & Entertainment 
Network. 

Mr Turner seems itching to fight for 
sole control of ESPN. He learned the 
value of an exclusive franchise when he 
quadrupled the news network’s charges 
to cable operators in the wake of buying 
out ABC's news channel. The move al- 
lowed Turner Broadcasting to post its 
first annual profit—a modest $7m on sales 
of $224.5m in 1983—since starting the 
Cable News Network in 1979, Though 
cable still needs to attract advertisers, 
ESPN is now able to charge cable oper 
tors for carrying its programming— 
change from the days when it had to do 
the paying. 


Desolé: part of our chart on European 
business schools last week (page 80) 
understated enrolments at IMI and In- 
sead, Imede, with the fewest students of 
the three, has since revised the original 
figure it gave us. This is what the chart 
should have shown. 
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Some pension funds are too 


big to be equal 


Should the £3 billion pension funds of 
Britain’s National Coal Board be subject- 
ed to the same laws as a small family 
trust? Yes, said the high court judge, Sir 
Robert Megarry, last week at the end of a 
nine-day hearing into whether the pen- 
sion fund’s five National Union of 
ineworkers (NUM) trustees were in 
$ of their fiduciary duty. The over- 
ing duty of the trustees of any trust is to 
act in the best interests of the fund's 
beneficiaries, said Sir Robert, and that 
usually means their best financial inter- 
ests. The NUM trustees had attempted to 
put union policy before the interests of 
the beneficiaries—of which there are 
about 250,000, against 180,000 present 
NUM members. There are now more 
retired miners (and dependents) in Brit- 
ain than there are working or striking 
ones. 

The NUM president, Mr Arthur Scar- 
gill, and his fellow NUM trustees have 
long argued that the fund should invest 
only in Britain; that it should not buy 
shares of industries which compete with 
coal, and that investments of this sort 





Scargill of the Bailey 
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should be sold. 

In its 1982-84 plan, the fund’s invest- 
ment subcommittee wanted to increase 
the amount it could invest overseas from 
15% to 20% of its portfolio. The other 
five trustees of the pension fund (appoint- 
ed by the miners’ employer, the National 
Coal Board) asked the court to rule on 
whether their fellow trustees were in 
breach of their duty in trying to block this 
investment plan. 

After firing the barristers lined up to 
plead the union trustees’ case, Mr Scargill 
himself argued in court that: 

@ A fund the size of the coal board's 
should not be subject to the long-estab- 
lished principles of trust law (ie, it should 
not be bound by the principles of prudent 
investment alone), 

@ The union trustees were not obliged to 
act on expert investment advice if they 
“sincerely” thought that it was wrong for 
the fund. 

@ The fund could meet its need to diver- 
sify by investing in Britain. 

@ Most British pension funds invested 
only about 10% of their cash overseas. 

Sir Robert was not impressed. Though 
the size of a fund was of no consequence 
so far as the duties of trustees were 
concerned, it was of consequence when 
considering the spreading of risk, he said. 
Prudent investment was the overriding 
principle. Could the coal board’s pension 
fund spread its risk enough by investing 
only in Britain? Not necessarily, said Sir 
Robert, so it should be able to invest 
overseas. He dismissed Mr Scargill’s 
claim that to invest in the shares of big 
British companies meant anyway getting 
a big chunk of dividends from overseas: a 
valid claim if he chose companies with 
large foreign earnings (see table). 

This is not the first time the courts have 
told Mr Scargill that he has no right to 
stop the fund investing overseas. The 
courts decreed last December that the 
fund could go ahead with an £86m bid for 
the Californian property trust Rampac. 

Sir Robert is better known for his grasp 
of procedure than for his eagerness to set 
legal precedent. His judgment was no 


landmark in the history of trust law. Nor 
did it shed any light on what to do when 
there is a conflict between the duty to 
maximise the return on a fund’s invest- 
ments and moral objections to investing 
in, say, arms manufacturers, 

Sir Robert has already recognised the 
need for some funds to be treated dif- 
ferently from others. In granting the 
trustees of the £5m British Museum 
pension fund wider powers of invest- 
ment in July, 1983, he said that “a fund 
that is very large may well justify a 
latitude of investment that would be de- 
nied to a more modest fund”. 


British company profits by area* 
% of pre-tax profits 


In Britaint Overseas 
Pilkington -80 180 
Tube Investments -40 140 
GKN -39 139 
Lucas Industries -15 115 
British Petroleum nil 100 
BAT Industries 4 96 
RTZ 6 94 
Metal Box 14 86 
Brooke Bond 16 84 
Cable and Wireless 18 82 
Shell 20 80 
S. Pearson 32 68 
Arthur Bell 34 66 
Courtaulds 35 65 
Hanson Trust 41 59 
ICI 45 55 
Assoc Brit Foods 46 54 
Tate & Lyle 47 53 
Glaxo 48 52 
Cadbury Schweppes 50 50 
GEC 75 25 
Barclays Bank 82 18 
Trusthouse Forte 82 18 
Marks and Spencer 96 4 
J. Sainsbu' 100 nil 
t including profits from exports * for 1982 or nearest financial 


year. 
Source: Phillips & Drew (estimates) 


That applied to the coal board’s fund 
too; but not without limit. In 1978, the 
chief investment manager of the pension 
fund, Mr Hugh Jenkins, decided not to 
invest directly in South Africa—but for 
financial, not political, reasons. The same 
criteria would have to apply if he chose to 
sell the funds’ big shareholdings in eg, 
breweries: he would need to judge that 
the fund could get a better return else- 
where on the £200m it has to spend each 
year, not sell because the trustees thought 
beer was bad for the health of its 
beneficiaries. 

Like other tax-exempt funds governed 
by a trust deed, the coal board’s pension 
fund must abide by the rules of trust law. 
Yet it is also different from most. Its 
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In equities we trust 
British pension funds’ assets (end-1983) 
Total: £103-2bn 


Other public 
sector 


Local 


Private authority 

















































"| Private pension 
funds 
€58-9 bn 






Public-sector* 
pension funds 
“  £29-6bn 





Source: Piniiins and Drew estimates) *Excl. focal authorities 


‘trustees are split 50-50 between union and 
oalvboard representatives. Unlike most 
of the other big public-sector pension 
funds, the chairman of the coal board’s 
fund does not have a casting vote. Hence 
the need to-wash so much of its dirty linen 
open court. Also, the trust deed of the 
al board’s pension fund places a bigger 
-emphasis on maximising investment re- 
turns than do the deeds of most funds of 
ts size (like the £2.8 billion Electricity 
Council pension fund and the £2.7 billion 
“Post Office fund). 

Most observers (apart from trust. law- 
iyers who make a living out of its complex- 
ities) agree that trust law needs overhaul- 
ing; but disagree on how to do it, In his 
review of investor protection published in 
_January, Professor Jim Gower, the de- 
partment of trade’s in-house expert on 
mpany law, said that the law of trusts 
needed adding to if it was to deal with 
among other things) too little member 
participation and too little disclosure. 

Mr Scargill maintains that big funds 
ike the coat board’s should not be lump- 
ed together with hundreds of small family 
“schemes. He has a point, because the only 
“way to change the terms of a trust deed 
other than through the courts is fo get the 
collective agreement of the beneficiaries: 
250,000 in his ease, three or four in many 
_ family trusts. 


American bank regulation 


Bigger loopholes 


NEW YORK 





America’s old banking laws are unravel- 
ling fast. Citicorp,- America’s biggest 
bank, is one of a dozen banks which have 
asked- (or soon will’ ask) regulators for 
permission to set up consumer-banking 
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corp wants to set up 10 new banks in nine 








states, Mellon Bank wants 15 new banks 
and Chase Manhattan wants 17 banks in 
eight states. Most of these, if allowed, will 
be set up by converting offices which can 
only lend money into subsidiaries which 
can take deposits too. 

The banks are rushing to exploit a 
recent decision by the Federal Reserve 
Board which removed one of ‘the. few 
remaining barriers to banking across state 
boundaries. In late March, the Fed gave 
US Trust, a New York bank, permission 
to set up a subsidiary in Florida both to 
take some kinds of deposits from, and to 
make loans to, consumers. 

-US Trust found a loophole in the law 
dealing with bank holding companies. 
The law forbids one bank owning another 
in a different state, unless that state 
welcomes banks from elsewhere. To back 
this up, it defines a bank as a company 
which takes money from depositors who 
have a legal right to withdraw it on 
demand, and which makes commercial 
loans. The act also forbids bank holding 
companies from entering other business- 
es, but makes exceptions for consumer 
lending, certain time-deposits, etc. 


Crocker gold 


The price of luring Mr Frank Cahouet 
(pronounced Cowit) “away from a suc- 
cessful Californian bank, Security Pacif- 
ics, to head an unsuccessful one, Crocker 
National, could be more than $1m for his 
first year in office. Mr Cahouet, who 
took over as the head of Crocker in 
March—just before it announced a loss 
for the first quarter. of this year of 
$121m—is to receive a minimum basic 
salary of $360,000 a year from Crocker. 
In addition, he will receive $140,000 
from Britain’s Midland Bank which owns 
57% of Crocker National and whose own 
highest-paid director received only 
£94,534 ($143,408) in 1983. 

On top of that basie salary Mr Ca- 
houet will get an annual cash. bonus 
equal to at least 50% of his basic salary. 
And in his first year at Crocker he will 
receive a sum not exceeding $250, 000 as 


Top American bankers’ pay 







other states.which escapes the law's efi- 

nition of “banking”, while sticking to the- 
list of activities related to banking that 
bank holding companies are allowed to. 
do. Usually this means opting either for. 
lending money through special subsidiar- 

ies in other ‘states, or collecting “time 

deposits. US Trust has managed to.find a 

way of doing both. by not accepting de- 

mand deposits and by only making con- 

sumer loans. = 

The Fed gave its grumbling assent. In 
December, 1983, it tried to stop the 
spread of interstate banking through 
loopholes in the law by publishing nar- 
rower definitions of “deposits” and 
“commercial loans”. These have since 
been overturned in court. 

Mr Paul Volcker, the Fed's chairman, 
has begged congress to pass new laws to 
define what banks can and cannot do. 
Without these, banks will be ck wi 






by companies like Sears, Roebuck whi 

can sell financial services wherever It 
likes. Senator Jake.Garn, chairman of the 
senate banking committee, wants to pass 
a bill redefining the role of banks. But 
lobbying. by brokers and insurance sales- 


compensation for his loss of stock op- 
tions at his previous employer. In total, 
$lm—more or less. 

That is enormous by British standards. 
But when the one-off payment of 
$250,000 is stripped out, it leaves Mr 
Cahouet on a par with the chief execu- 
tives of other.top American banks (see 
table). Crocker is America’s:-fourteenth 
biggest bank. 

Where Mr Cahouet is. unusual is. in- 
coming straight in at the top. Most 
American bank. chiefs. have spent their 
careers ity one bank. An exception is Mr 
Barry. Sullivan of- First..Chicago, who 
moved from Chase Manhattan four years - 
ago, Last year First Chicago’s profits 
jumped by. 34%—one of the biggest 
increases by any American bank, Mid- 
land Bank is hoping that newcomer Mr ` 
Cahouet will'do the same. : 













Chief executive Age “Salary ine >> Yearsin 
i ; ne bonus in 1982 the bank 

Bank of Ameriċa Mr Sam Armacost sA $859, 624. 230 
Bankers Trust Mr Alfred Brittain poo 37 
Chase Manhattan Mr Bill Butcher i 37 
Chemical Mr Walter Shipley, © 25 
Citicorp ‘Mr Walter Wriston 38 
Continential Illinois Mr David Taylori: < —_ 27: 
First Chicago Mr Barry Sullivan < $742,199* 4 
Manufacturers. Hanover Mr John McGillicuddy 26 


Morgan Guaranty Mr Lew Preston 





“Salary inc bonus in 1983. {From Aprii 1984. Source: Financial Report we 





$778,789" 
$563,409 
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= men, and lack of interest in the house of 
representatives, has made new laws seem 
unlikely this year. 

Congress wants regulators to forbid 
further moves by banks and other compa- 
nies into new territory until they pass 
fresh laws. Regulators and the Reagan 
administration, however, calculate that a 
free-for-all could force congress to act 
more quickly. If enough banks rush to set 
up new consumer banks in other states, it 
could at last force congress to start work 
ona bill. 


Porsche 


Autobahn dance 


Porsche, the family-owned company that 
makes fast cars for rich people, prepared 
to drive on to the West German stock- 
market this week. It announced that it is 
to sell 30% of the company in the form of 

-voting preference shares. Individual 

estors will be restricted to 100 shares 
each at DM780 ($297) a share. In all, the 
company will be valued at around DM1.1 
billion ($415m). 

The sale will help those family share- 
holders who want to raise cash without 
diluting the family’s control of Porsche. 
The 50% of the share capital with voting 
rights will stay in family hands and contin- 
ue to carry the condition that other family 
members have the first option to buy 
should any of them want to sell. The 20% 
of Porsche shares held by family members 
in the form of non-voting shares can be 
sold at will. 

The decision to let outside investors 
take a back seat in Porsche should end a 
long-running family feud. Between them, 
the related Porsche and Piéch families 
own the whole of the Porsche business. 

The Piéch family (closely connected 
~“th Volkswagen—the first chairman of 





The Porsches look outside for cash 
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* Including research 
and development, 
licences, spares 
and repairs 


Other ot which- 


Volkswagen was a Piéch) is short of cash. 
In November, 1983, Mr Ernest Piéch 
decided to sell his 9.5% stake in the 
company for DM100m to a consortium 
got together by the Saudi-German ABC- 
Dausbank and the Kuwaiti-owned mer- 
chant bank, Al-Mal International. Horri- 
fied, the other family members stepped in 
to block the deal by exercising their 
options to buy the shares first. 

When Mrs Louise Ahorner (also part 
of the Piéch clan) made the same banks a 
similar offer in February for her 9.5% 
holding, the other shareholders could not 
find the cash to buy her out. So a deal was 
struck. In return for abandoning the sale, 
it was decided to increase the company’s 
paid-up share capital by 40%; to convert 
half of the capital into non-voting prefer- 
ence shares; and to sell off 30%. 

Porsche has more than glamour to offer 
investors. Profits of DM70m (on a turn- 
over of DM2.1 billion) in the year to the 
end of July, 1983, were 84% higher than 
in the previous year. Sales in the seven 
months to the end of February this year 
rose 33%. Porsche’s biggest market, the 
United States (which bought half of the 
44,800 cars sold last year), has been 
buoyed up by the weakness of the D- 
mark against the dollar. 

One black spot remains. Porsche has 
antagonised its American dealers. Al- 
though the company has backed down on 
an earlier plan to take over its 320 distrib- 
utors (who get about 16% of the list price 
of each car sold) and turn them into mere 
agents on an 8% commission, the dealers 
are still suspicious about the terms of the 
new franchises that Porsche is preparing. 
And Mr Peter Schutz, the Porsche presi- 
dent, is determined to cut out the compa- 
ny’s American importer (Volkswagen of 
America) and wholesalers who ferry cars 





from the docks to the dealers. 

The row has not dimmed investors’ 
enthusiasm for Porsche shares. Against a 
launch price of DM780, banks are already 
offering more than DM900 for the shares 
a week before applications close on 
Wednesday, April 25th. 


Stix & Co 
Deep water 





ST LOUIS 


Mr Thomas Brimberry, the mastermind 






of one of America’s biggest share frauds, 


is now facing 45 years in jail after co- — 


operating with the government in ex- 
change, he thought, for being allowed to 
plead guilty to one count of tax evasion 
carrying a mere three-year suspended 
sentence. As a result of Mr Brimberry’s 
evidence, five other men have been con- 
victed for their parts in stealing $16m 
from the brokerage firm Stix & Co. 

In 1981, federal authorities discovered 
by accident that an obscure but rapidly 
advancing employee of the Stix firm in St 
Louis was living way beyond his means. 
The employee was Mr Brimberry. After 
he had the deal with the government 
under his belt, Mr Brimberry began to 
talk. He admitted his guilt and pointed 
the finger at his associates. As a result, 
five of them were tried and convicted. 
One, Mr James Massa, was sentenced to 
20 years in jail and fined $53,000. 

Then in December, 1982, Mr Brim- 
berry was suddenly arrested in his Phoe- 
nix home and charged with perjury and 
concealing assets. All these offences took 
place after he had begun to co-operate 
with the federal authorities. The thrust of 
the government's case was that, while Mr 
Brimberry freely admitted his guilt in the 
Stix theft, he was less than forthcoming 
about the degree of his involvement and 
held back part of his share of the $16m. 

Mr Brimberry first stood trial in a 
federal court in Illinois last May on three 
counts of obstructing justice. He was 
found guilty and sentenced to 10 years in 
jail. His second trial in the federal court 
in St Louis was delayed until last month. 
Mr Brimberry told the court that he lost 
most of his share of the crime’s proceeds 
in Las Vegas, going through $6m on the 
roulette and craps tables. “I’m a total 
degenerate”’, he said. 

The government contended that more 
than $2m of Stix funds are still unaccount- 
ed for and implied that Mr Brimberry had 
hidden them somewhere. It presented 
evidence that Mr Brimberry and his 
brother-in-law concealed the assets of a 
construction firm which had been pur- 
chased with Stix money after the bargain 
with the government was signed. 










ven counts. He now faces an additional 

5 years in prison and a. large fine. The 
government, which had threatened to 
_ prosecute him for the original theft, has 
_ indicated that it has now finished with the 
_ case. It may wonder, though, what it has 
“gained. Mr Brimberry’s term in prison 
“will be about what it would have been for 
the original theft had he refused to co- 
-opefate. To get this punishment, the 
government broke the spirit if not the 
letter of its agreement. Future Brim- 
‘berrys might not be so eager to 
7 cooperate. 






















































: Argentine debt 
March on to June 


The last-minute legerdemain that spared 
American bankers the full embarrass- 
ment of declaring that their Argentine 
loans were “non-performing” at the end 
of March may have merely delayed the 
day of reckoning until the end of June. 
Strong opposition to the fudging from 
European finance ministers at the IMF's 
interim committee meeting in Washing- 
ton last week means that more fudging in 
une is most unlikely. And progress on 
scheduling Argentina’s debt (which 
would solve the American banks’ ac- 
‘counting problem) is so slow that there 
seems little hope of a deal being complet- 





“Most of the world’s commercial insurers 
are in the dumps, but one class of 
. business is booming. In the past 10 years, 
“premiums for kidnap and ransom insur- 
ance have risen from $250,000 to $60m a 
year. Terrorists, “freedom fighters” or 
plain gangsters around the world are 
now snatching 300 VIPs (or members of 
their families) each year and holding 
them to ransom. 

Although some countries, including 
“Italy and West Germany, frown on kid- 
nap and ransom insurance (believing 
that it encourages the crime), most do 
not. The world’s specialist in this type of 
. insurance is the Cassidy, Davis syndicate 
“at Lloyd’s of London; in 1983, it pulled 
¿> in premiums of £35m ($52m). In Ameri- 
— ca, three insurance companies dominate 
the market—Chubb Corporation, Mr 
Maurice Greenberg’s American Interna- 
tional Group and the Professional In- 
demnity Association. 

Roughly 90% of all kidnap and ran- 
som policies are taken out by multina- 
tional corporations on behalf of their top 
executives. Typical cover under such a 
_ policy is between $15m and $20m, that 
includes. not only any ransom paid, but 


In two days of talks between Argenti- 
na's economy minister, Mr Bernardo 
Grinspun, and bankers in New York last 
week, there was almost no further agree- 


ment on what to do about Argentina’s 


debt arrears from 1983 (some $2.7 billion) 
or about refinancing the debts of nearly 
$17 billion due this year. Mr Grinspun 
argued that he could not discuss any of 
the details until Argentina has completed 
its negotiations with the IMF, but those 
negotiations are going badly. 

The central bank in Buenos Aires still 
hopes that it can renegotiate almost all 
the $17 billion due this year (minus the 
$1.1 billion owed to international organi- 
sations like the World Bank and the IMF, 
which do not countenance rescheduling). 
The central bank is also hoping to pull in 
$500m of new loans from the World Bank 
and the Inter-American Development 
Bank, plus $1 billion from the IMF. As 
Argentina’s current-account deficit in 
1984 is expected to be around $2.5 billion, 
on top of the 1983 debt arrears, that could 
still leave a big shortfall. The banks will 
be asked to plug the gap with fresh loans, 
says Mr Grinspun. 

The banks say that this gap is too big, 
and the IMF agrees. The IMF says that 
Argentina must improve its trade balance 
and staunch the flight of capital by deval- 
uing the peso and increasing interest rates 
to the point where holding pesos could 
become attractive again. 


Your money or your life 


also life assurance for the victim—plus 
legal liability cover lest the kidnap victim 
(or his family) choose to sue the employ- 
er for, say, negligence. 

Under the terms of a kidnap and 
ransom policy, the insurer pays only ona 
reimbursement basis (ie, the corporation 
or family stumps up the ransom and then 
makes a claim on the underwriters). 
Most insurers include two conditions in 
their policies. First, the corporation or 
individual must keep the existence of the 
policy secret. Second, the local police or 
security forces must be told of the kidnap 
and kept informed. of developments. A 
breach of either condition could render 
the policy void, since it would make a 
kidnap much more tempting. 

The size of the premium depends 
mainly on where the insured person is 
living. Premiums are highest in various 
Latin American countries, which ac- 
counted for almost two thirds of all 
reported kidnappings last year. In Co- 
lombia {153 kidnappings in 1983), 
$50,000 will buy $1m of cover; in Guate- 
mala (35. kidnappings) and Venezuela 
(six) the cost is only slightly lower. In 
Argentina, the market has almost col- 








“central bank’s way of conserving foreign 








exchange by giving foreign companies in 
Argentina government bonds instead of 
dollars with which to make their dividend: 
and royalty payments overseas. Some $4 
billion of thése so-called “bonex” bonds 
are already in circulation. Denominated 
in dollars, they can be swapped for pesos 
at the official rate of 30 to the dollar. The 
pesos can then be changed into dollars at 
the black market rate of around 50—so 
foreign companies can repatriate their 
Argentine profits, but at a 40% discount. 
The IMF objects that the device merely 
perpetuates the underlying problem: the 
peso is officially overvalued. 

Meetings are continuing between Ar- 
gentine and IMF officials to try to resolve 
these differences. They will take time, 
and Mr Grinspun is unlikely to be ready 
to meet his bankers again before next 
month. By the end of June the loose ends 
will probably not all be tied up. In th 
case, the banks will be entitled to get 
the $100m which they put into the deal 
tide Argentina over the end of March 
accounting date. A special clause in the 
agreement allows them to deduct the 
money from the Argentine central bank’s 
clearing account at the Federal Reserve 
Bank of New York. The banks will then 
be in exactly the same position on June. 
30th as they were on March 31st when the: 
unprecedented (and unrepeatable?) last~. 
minute fudge was arranged. 















lapsed. Ten years ago Argentina was a 
kidnappers’ paradise; in 1975, $60m was: 
paid for the release. of the two. Born 
brothers, members of the family which... 
runs the Bunge y Born grain company. 
Last year, there was only one kidnapping 
in Argentina; premiums for insurance 
there are now*no more than in the 
United States—$10,000 for every $1m of 
cover. 
Kidnap insurance involves more than 
simply:paying a premium and issuing.a . 
policy. The- Cassidy, Davis syndicate’: . 
i firm of security consultants, f 
In ‘America, Chubb Cor- 
es a similar firm called. 





ways 
s. In 1976; two people 
anor to secure ‘the 


preion of aiding and | 
abetting the kidnappers, 
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| Coutinho, Caro & Co KG aA 


"has been acquired by 


McDermott International, Inc. 


_ The undersigned acted as financial advisor to 


|. Coutinho, Caro & Co KG aA in this transaction. 



































Atlantic Capital B] 


Corporation 


The U.S. Investment Banking Affiliate of Deutsche Bank AG 


April. 1984 


Heubach Inc. 
has acquired the 


Colored Pigment Products Division, 
Newark Works, 


E.I. du Pont de Nemours & Company 


The undersigned acted as advisor to Heubach Inc. 
and arranged for the financing of this transacuon. 


Atlantic Capital [7] 


Cayporaton 


The US. Investment Banking Affiliate of Deutsche Bank AG 


Apri, 1984 











nthe past few years, and espe- 
cially in recent months, scientists 
have made extraordinary pro- 
gress towards mapping the mech- 
anisms involved in’cancer. And 
an. intriguing picture is emerging. 
ere are close links between the 
factors that govern the normal 
growth of cells, in the embryo 
and in the adult, and those that 
make a cell cancerous. 
* Perhaps that is not surprising. 
‘The most striking difference be- 
tween normal cells and cancerous 
nes is their behaviour. In the 
ult, normal cells divide and 
grow at a rate which matches the 
ate at which they are lost by 
wear and tear; cancer cells divide 
‘ontinuously. Normal cells recog- 
ise strict territorial boundaries 
a lung cell, eg, sticks to its place 
the lung); cancer cells are no- 
oriously invasive. In short, nor- 
al growth is an orderly process. 
incer is growth run riot. 
<- But why the difference? Scien- 
sts have long known that the 
nswer must lie in the very heart 
of cells, in the DNA molecules 
that carry their genetic instruc- 
‘tions and tell each cell what it 
should do when. That DNA must 
be involved was clear for two 
reasons. First, as cancer cells di- 
vide and multiply, their progeny 
herit their characteristics—and 
ois DNA that is the stuff of 
eritance, transmitting infor- 
yation from one generation of 
ells to another. Second, the vari- 
-Ous agents that have been shown 
to induce cancers are all known 
to cause mutations in (changes ‘in 
he instructions of) DNA. 
On its own, that realisation did 
ot get scientists very far. Each 
human cell has perhaps 100,000 
genes. Each cell contains a com- 
lete copy of the genetic code- 
book, spelling out all the instruc- 
tions the body will ever use from 
conception to death. Until re- 
cently, pinning down which par- 
ticular instructions were altered 
in cancer cells seemed a task of 
impossible proportions. Nor was 
it at all clear that the same genes 
would be involved in each case, 
<. The picture that is emerging 
now is much simpler than had 
been expected. Scientists have 
identified a number of genes 


oe 


Whose altered expression. is-able 
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The genetics of cancer 


to transform normal cells into 
cancerous ones. 

Think of a gene as a stretch of 
DNA that contains a recipe for 
making a protein-—and is flanked 
by regions of DNA that control 
the way in which that gene is 
used, or expressed. There are a 
number of ways in which a gene’s 
expression may be altered. It may 
be switched on in a cell in which it 
is normally switched off. The cell 
may make far more of the protein 
for which the gene contains in- 
structions than it would normally 
do. The instructions for the pro- 
tein—-and so the protein product 
itself——may be subtly changed. 


chicken tumours known as 
mas could cause tumours: if 
jected into healthy chickens, But 


it took a long time for anybody t tos 


believe his results. 

Even in 1966, when a number 
of other ‘such viruses had been 
discovered and Rous (then aged 
87) finally got a Nobel prize, few 
scientists thought that animal tu- 
mour viruses had any relevance 
to human cancers. No human 
cancers were then known to be 
caused “by ` viruses. (and, even 
now, the number suspected to 
have a viral origin is tiny). Also, 
human cancers typically develop 
over a period of years; the animal 
viruses could produce. cancers 
within weeks. 

A virus is nothing more than a 
small chunk of genetic material 
wrapped in a protein coat; typi- 
cally it contains only a handful of 
genes. In the 1970s, it became 
clear that the Rous sarcoma virus 
was able to cause cantet in chick- 
ens by virtue of a gene that it 
must have picked up from normal 
animal cells. 


One link between growth and cancer 


Growth-factor 
receptor 


Normal cells divide 
only when.. 


Genes capable of transforming 
normal cells into cancerous ones 
are called oncogenes from the 
Greek word for tumour, onkos. 
Roughly 20 have been identified 
to date. No doubt, more will be. 
None the less, it looks as if the: 
number will be relatively small. 

The same genes turn up both in 
cancers induced by a variety of 
different agents (like radiation 
and chemical carcinogens) and in 
cancers which have apparently 
arisen spontaneously, Moreover, 
many of the genes seem to fall 
into families which probably 
share similar functions in cells. 


First clues 


The initial clues to oncogenes 
came from the study of certain 
viruses which are able to: cause 
cancer in animals. The first such 
virus was discovered way back in 
19LL by Peyton Rous; it is now 
called the Rous sarcoma virus. 
He showed that extracts from 


@ Growth-factor 


-stimulated by growth 
factors from outside 


= Signal to divide 


Cancer cells may 
make their own 


D 


1 
Platelets 





How? Some viruses have the 
ability to integrate their genetic 
material into that of cells they 
infect. As it happens, the genes 
of the Rous sarcoma virus (and of 
most other tumour viruses) are 
written not in DNA but in RNA, 
another form of nucleic acids. 
This is peculiar. The cells of high- 
er plants, animals and humans 
use DNA as their genetic alpha- 
bet; they use RNA only for the 
working blueprints used by the 
cells’ protein-making machinery. 

When it infects a cell. a Rous 
sarcoma virus transcribes its 
RNA into DNA and integrates 
the (compatible) DNA copy into 
the DNA of the cell. When it 
quits a cell, the viral. DNA is 
copied back into RNA. At some 
stage, the machinery transcribing 
the viral DNA ‘back into RNA 
must have got carried away—and 
also copied into RNA some of 
the DNA of the cell itself. The 
virus acquired a cellular gene. 

Other examples soon followed, 


“harboured by RNA tumour | 





. that the function of the sis protein 
be much the. e- Th 


arcoma virus was not an ex 
tion in this respect. A startli 
rule emerged. The oncogen 













ruses were effectively normal 

lular genes. The animal viruse 
of course, must have picked 
animal genes. But could hum: 
cells share the same genes? 

By the 1980s it was clear tha) 
they did. And that led to a 
intriguing thought. Genes thay 
were shared:in common by man 
animals and by humans—thag 
had been preserved up the evolu 
tionary ladder—must mediate 
basic functions, ones importand 
to all. 

Well, yes... but swhat. func’ 
tions? Genes contain instructio 
for making proteins. So the an 
swer must lie in the jobs those 
proteins do. Unfortunately, find 
ing out the function of a proteim 
can be a long and ted § 
business. 

Usually, you have to. puri y 
protein (and need a large sample 
to do so) and then test it in @ 
variety of functional assays. Ever’ 







































































"if you do identify a function, you 


cannot be sure it is the relevant 
one. Proteins are versatile and 
can have several functions. 

In the case of, two oncogene 
proteins, ‘these’ problems’ were 
bypassed. The clue to what they 
do was gained not from function- 
al tests but simply by looking. at 
the structure of the proteins,- 

A protein consists of a:chain of 
amino acids and. the genetic in- 
structions for making each amino: 
acid are written in three letters of 
DNA. If you know «the DNA, 
sequence of a gene, you can prè- 
dict the amino-acid sequence of 
its protein product. The DNA. 
sequence of most of the onco- 
genes identified to date is known 
and information on the ami 
acid sequences of their prot’. 
(along with those of many other 
proteins) is ‘stored in computer 
databanks. 

Last summer, two groups of 
scientists, one in America and 
one in Britain, used sucha data- 
bank to dramatic effect. Indepen- 
dently, both of. the groups had 
purified and established the ami- 
no-acid sequence of a protein 
known as platelet-derived growth 
factor. Both groups searched the 
databank for any similar protein, 
To-their-amazement, they found 
that their sequence was virtually 
identical to that of a protein 
made by an oncogene called sis. 

This was very exciting because 
the function of platelet-derived 
growth factor itself was. already 
known—and it seemed-atair. bet 


















of protein is normally 
nd in platelets, specialised 
flood cells involved in-blood clot- 
ng and the healing of wounds. 
èy contain a number of pro- 
‘ins—including the growth fac- 
or—which they release in re- 
¡monse to injury to tissues. 
The. function. of the growth 
factor is to signal other cells to 
{vide and multiply. It does so by 
landing to specific receptor pro- 
ns on the surface of the cells. 
“he receptor then transmits the 
mal to the cells’ interior: 
‘Only certain cells have recep- 
ors. for platelet-derived. growth 
ctor; platelets do not. Suppose 
“cell that did carry such recep- 
ors started. itself to make the 
wth factor. In effect, it would 
ugnal to itself to divide continu- 
ly (see diagram 1). Could that 
se what happened with cells that 
xpressed the sis oncogene? 
What was known about sis was 
W@maistent with such a possibility. 
B: work on human cells had 
Own that the sis gene is inactive. 






























te normal cells but 







ele any south factor. 
her oncogenes contain 
uctions for making growth 
actors? There are quite a num- 
‘er of substances in the body 
vhich can signal cells to divide. 
As yet, nobady knows. However, 
he same British group involved 
nthe sis discovery has’ since 
dentified a second oncogene 
wrotein—in much the same way. 

This time the group purified 
tot a growth factor but a protein 
hat acts as a receptor for a 
‘rowth factor: the epidermal 
‘rowth-factor receptor protein. 
Again, the group searched a da- 
abase for look-alikes. It found 

the protein product of an 
gene called erb-B. 

.-- first blush, this result was 
suzzling. After all, merely creat- 
ng receptors for a growth factor 
mn the surface of a'cell should not 
tutomatically drive the cell into 
meontrolled proliferation. As we 
ave seen, normally a growth 
actor must bind to the receptor 
»efore a cell will divide. 
< Could the explanation be that 
he receptor protein made by the 
b-B gene was crucially different 
rom a normal receptor? So it 
ippears. Data on the DNA se- 
fuence of erb-B suggests that its 
wotein product represents only 
art of the normaf epidermal 
trowth-factor receptor. 

The normal receptor spans the 
vall of the cell. One part lies on 
he outside and carries the actual 
nding site for epidermal growth 
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t. The erb-B gene apparent- 


ly instructs a cell to make only the 
part of the receptor’that lies on 
the inside of the cell: wall—the 
part that would normally pass the 
signal to divide from the receptor 
site to the interior of the cell. 

Conceivably, the truncated re- 
ceptor protein may signal a cell to 
divide even though it cannot bind 
growth factor. More work will be 
needed to find out. Plenty of 
researchers are keen to do it. For 
erb-B is one of a family of genes. 
Six other oncogenes produce sim- 
ilar proteins. Their amino-acid 
sequences are related, Moreover, 
all are proteins that are found 
attached to the membrane that 
surrounds cells. 


At the heart | 


About half the oncogenes identi- 
fied to date contain instructions 
for making membrane proteins. 
But what about those which pro- 
duce proteins that are found in 
the heart of cells? So far, there is 
little solid information about the 


Normal chromosomes 
8 14 








Antibody gene: 


function of these proteins. How- 
ever, they all seem to be able to 
bind to the DNA of the cells and 
there is some evidence that their 
binding switches on other cellular 
genes. 

Consider an oncogene called 
myc. Like growth factors, the 
protein product of the myc gene 
seems to be involved in the con- 
trol of growth. When cells divide, 
they progress through a number 
of well defined stages. Recent 
evidence shows that in normal 
cells, the myc gene is switched 
on—and then off—very early in 
the cycle. This suggests that it 
may be actively involved in flip- 
ping. cells over from the “resting” 
to the growing state—possibly by 
switching on genes needed for the 
later stages of the cycle. 

The myc gene itself can be 
activated by growth factors, in- 
cluding. platelet-derived growth 
factor. So the sis gene and myc 
may be two, links in a chain of 
command governing cell. growth. 








Tell-tale translocation 


binding proteins of certain onco- 
genes may be involved in switch- 
ing on other genes comes from 
yet another virus—this time a 
DNA virus called SV40 which 
can cause cancers in rodents. The 
cancer- ene gene in SV40_ is 
called large T (and, unlike the 
oncogenes of RNA viruses, has 
not been poached from cells). 
Recent work has shown that a 
number of genes that are inactive 
in normal cells are switched on 
when the same cells are’ trans- 
formed by large T. One set of 
these genes is particularly inter- 
esting. It is known that, while 
they are switched off in normal 
cells in the adult, they are 
switched on in the embryo. Not 
only are these genes very active 


many other related genes. 


And all these genes have some-" 


thing in common: a short se- 
quence of DNA letters found at 
one end of the gene proper. Sci- 
entists think that this is a control 






Abnormal chromosomes 
8 4 


sequence, a “tag” which tells an 
embryonic cell to activate the 
gene to which it is attached. It is 
known that the genes. with this 
tag are all switched on, and then 
off, at about the same time in the 
development of an embryo. 

Tags in the form of short re- 
peats of DNA letters have been 
found attached to other groups of 
genes which are simultaneously 
switched on. The assumption is 
that they act as signals for specific 
DNA-binding proteins that regu- 
late the activation of the genes 
involved. The large T protein 
produced by the §V40 virus may 
mimic a cellular DNA-binding 
protein that would normally be 
produced in cells only at a partic- 
ular stage of embryonic life. 
Genes that need to be switched 
on to drive embryonic develop- 
ment could well wreak havoc if 
switched on in adult life. 

In short, a number of cellular 
oncogenes may cause trouble be- 
cause they are switched-on when 


Further ‘evidence ‘that DNA- 






they should not be. But how does 
this happen? Probably in a nüm- 
ber of ways. Scientists have only 
begun to unravel the ways gene 
are controlled anyway. However, 
some answers are emerging. 

Genes are controlled by bits of 
DNA that work as “oñ” switches. 
The RNA viruses that cause tu- 
mours to develop rapidly in ani- 
mals.probably do so because they 
not only carry an oncogene bu 
also a. powerful “on” switch of 
their own. Other virusés, respon: 
sible for the slow development of 
tumours in animals, do not have 
oncogenes—but do have powe 
i bably they. 
cause trouble by insinuating el 
switches close to'a cellular once 
gene, bringing t 
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have to make a lot of protein. : 
Scientists think that some. on 
genes become. activated becau 
by accident, they comet 
control of onevof 
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chromosomes. : 

© The most common abnormali- 
ty involves the end of one chro- 
mosome breaking off and becom 
ing attached to another. It $ 
called a translocation. 

A “human cancer known as 
Burkitt's lymphoma is a tumour 
of antibody-producing cells. Dia 
gram 2 shows the characteristic 
translocation seen in these cells 
A bit of chromosome 8 is broken: 
off and becomes attached tò. 
chromosome 14. Scientists now 
know that the bit from chromo- 
some § contains the myc “onco- 
gene, and that this is moved close 
to an antibody gene on chromo 
some 14. Presumably it comes 
under the control of the antibody 
“on” switch. 

Mind, other steps seem.to be 
needed for Burkitt’s lymphoma 
to develop. The myc gene may 
have to be released from othe 
controls of its own by DNA 
alterations. 

There are even indications that 
activating myc alone is not suffi- 
cient fully to transform cells. A 
picture is emerging of a gradual 
loss of control, a multi-staged 
process, that is more consiste 
with the traditional view of how 
human-cancers develop, => 
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In September, 1981, the then American 
retary of state, General Alexander 
Haig, accused the Russians of carrying 
ut chemical warfare by proxy in Kampu- 
_chea and Laos. Getting evidence to cor- 
_ roborate the charge was, not surprisingly, 
a long, hard slog. Convincing confirmed 
eptics has proved harder still. Impres- 
evidence has accumulated; it includes 
“Samples of toxins from battle sites and 
from victims; eye-witness accounts of at- 
tacks. and-subsequent deaths; even the 
testimony -of'a Vietnamese pilot who 
admitted using chemical weapons. The 
Americans feel that they could carry their 
case before any reasonable court-—in- 
deed, that they have put together far 
‘more evidence than anybody demanded 
when the Iraqis. were condemned for 
breaking the rules on chemical warfare. 
-Yet the arguments rumble on. One 
_ theory has it that episodes of yellow rain 
were caused by humble honey. bees, 
‘Bees? The notion may sound pretty wild. 
‘But itis being argued seriously enough, 
_and the scientists favouring it are about to 
put out further evidence of their own 
which, they feel, plugs some of the holes 
in:their own case. 
Aside from the reports of witnesses, 
American charge rests on the detec- 
ed ertain fungal mycotoxins (the 
anchothecenes and, in particular, one 
called T2) in samples. of water, vegeta- 
tion, rock. scrapings and tissue, blood and 
urine collected from battle areas and 
victims. There were always difficulties 
about these data. The mycotoxins in 
question are produced by fungi known as 
Fusarium, which grow practically every- 
where (although only a few are thought to 
produce T2). The toxin-containing sam- 
ples of blood and urine were mostly taken 
some time after the alleged attacks (as 
much as 18 days); in animals, traces of the 
toxins disappear within hours. Although 
à pilot-has been produced, nobody has 
_ever produced a contaminated weapon, a 
_ “smoking gun”. 
_ These are the difficulties which have 
led to-alternative explanations for the 
evidence (although explanations 
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Pollen dust obscures the. 
yellow rain argument 


consistent with the American charge have 
also been put forward). The first salvo 
was fired last summer when a biochemist 
and chemical-warfare expert from Ameri- 
ca’s Harvard University, Professor Mat- 
thew Meselson, suggested that the yellow 
spots found on leaves and rocks in south- 
east Asia might be pollen-laden excre- 
ment deposited by bees, which was later 
contaminated by fungal mycotoxins. The 
toxins found in people’s tissue, blood and 
urine, he suggested, might have been 
ingested, in mouldy food, rather than 
breathed during a chemical attack. 

Late last year, the Chinese suddenly 
unearthed a paper (written in the 1970s) 
describing an episode of yellow rain in 
northern Jiangsu and concluding that it 
was probably produced by bees on a mass 
“cleansing” flight. At the end of March 
this year, Professor Meselson and a fellow 
sceptic, Dr Thomas Seeley of Yale Uni- 
versity, came back from a field trip to 
south-east Asia and reported that they 
(and a Thai bee expert) had actually been 
caught in such a bee shower. Now Profes- 
sor Meselson and Dr Joan Nowicke of the 
Smithsonian Institution in Washington, 
DC, are about to publish in Nature an 
analysis. of 11 samples: of yellow. rain— 
alleged to have been collected at sites of 
chemical attack in Laos—showing that all 
contain a high proportion of pollen. 


The seasonal 
pattern of 
‘yellow rain’ in 
south-east Asia 


{samples containing 
trichothecenes} 


Biomedical samples 
blood, urine. tissue) 
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Except for the Chinese paper, ther 
had been no evidence that Asian honey 
bees actually do perform massive deféca- 
tion sorties: The work of Professor Mese 
son and Dr Seeley in Thailand has provid 
ed that. They found that the bees. can 
make sorties which can cover thousands 
of square metres with 100 or more spot 
of yellowish faeces per square metre. The. 
shower in which they themselves wer 
caught lasted about five ‘minutes an 
deposited approximately 200: spots: per 
square metre. 
The results of the analysis of the 1 : 
“yellow rain” samples from Laos fit the: 
bee hypothesis. One sample, origin: 
handed to the American Broadcast: 
Company, was scraped from vegetation 
by Hmong soldiers in March, 1981 (and 
had earlier been reported to contain 
chothecene mycotoxins). The other. |] 
samples (two from rocks and eight froi 
leaves) had been given to Canadian em 
bassy officials in Thailand in April, 1982 
by Hmong refugees who said th 
collected them at two sites of chemi 
attack in Laos the previous month, | 
All 11 samples contain a high: prop: 
tion of pollen, No. two’ samples,’ ev 
different spots on the same leaf; have 
same composition of pollen types; how: 
er, which seems odd if, along with myco 
toxins, the pollen had been spread by: 
weapon. Although not all the pollen type 
could be identified, all those that-could 
came from plants:common in south-eas 
Asia—and three types of pollen came 
from trees native only to southern Asia. 
A sample of honey, purchased in July, 
1983, at Chiang Khan on the Thai-La 
tian border, contained five pollen. ty 
also found in the yellow-rain samples, 
indicating that these pollens are collected. 
by honey bees in Indochina. Professor. 
Meselson and Dr Nowicke conclude tha 
these 11 samples. of “yellow rain” anyway 
are probably honey-bee faeces. oe 
The bee hypothesis poses questions. of 
its own, For a start, would not natives 0} 
the area recognise bee faeces as suc 
Professor Meselson and Dr Seeley 
showed bee faeces on leaves:to refugees. 
from Laos. They found that a correct 
identification was made in only one outof. 
18 interviews with individuals and small. 
groups; most refugees either said they. did 
not know what the samples were -g 
identified them as “chemie”, their term 
for a chemical-warfare agent. a 
Second, what.about the mycotoxins? 
























































































































feselson’s guess is natural contamina- 
tion. Especially at.the end of the dry 
season, Fusarium mould is found in food 
_ stocks in India and (in sorghum) in Thai- 
land. Might there not be similar contami- 
ation in Laos and Kampuchea? Profes- 
sor. Meselson thinks it suggestive that 23 
of 24 “‘yellow-rain" samples reported as 
defihitely. containing trichothecene toxins 
were collected between February 15th 
nd: ‘April. 15th in 1981-83. February- 
March is the hot season in Indo-China, 
-when Fusarium contamination would be 
expected to be at a maximum. 

All of this is fascinating enough. And, 
in some instances, it may well be that a 
ombination of bees and natural contami- 
iation of food has produced confusing 
esults. But that hardly amounts to an 
nravelling of the American case. What 
ibout the other evidence—the other sam- 
ples, the eye-witnesses? The bee men do 
nöt pretend to address all that. 


Preventive medicine 


Better than cure 


overbially, prevention is better than 
‘cure. Vaccination programmes aside, 
owever, it is little practised. A growing 
body of scientists now believe that more 
effort and cash should be devoted to 
reventive medicine; not so much to 
‘prolong the expectancy of life (possibly 
ready near its theoretical limit in rich 
countries) as to improve its quality in the 
iddle-aged and the elderly. 
“Coronary heart disease, cancers and 
respiratory diseases are the main diseases 
hat. plague the 55-77-age group (see 
hart). Some could be avoided by clearing 
the environment of known hazards like 
bestos; others by changing people’s 
tyles of life—by getting people to lay off 
joking, heavy drinking, fatty foods, salt 
and, perhaps, their predilection for ac- 
ring suntans. Sir Richard Doll of the 
dclitfe Infirmary in Oxford, Britain, 
clieves that.if such well-known risk fac- 
tors. were removed, death rates from risk- 
ssociated diseases in this age group could 
be reduced by 80-90%. Earlier detection 
could also help catch. a lot of diseases 
including some of those afflicting youn- 
er people) at a stage when they are 
easier to deal with. 
-But there are difficulties. One is that 
‘much of preventive medicine is expensive 
(€g, scteening women frequently for cer- 
ical cancer), whereas—almost by defini- 
tion—its benefits are hard to measure. 
-For that matter, it is reckoned that a trial 
designed to determine the- validity of 
screening tests for cervical cancer would 





ion women 


‘tested over a period of 20 years. 
Another problem. is that knowledge i 


about a lot of risk factors is hazy. The big 
clinical trials set up in the 1970s and 1980s 
to disentangle different specific risk fac- 
tors were mostly inconclusive. Moreover, 
they were expensive and so are unlikely 
to be repeated. The multiple-risk-factor 
intervention trial (MrFit) in the United 
States, which was meant (and failed) to 
sort out the risks of heart diseases, took 
seven years and cost $115m. 

The evidence of epidemiological stud- 
ies can sometimes help to confirm other 
findings. But it, too, can be inconclusive. 
Take the stunning 45% drop in the inci- 
dence of heart disease in America and 
Australia in the past seven years. Some 
say that the drop has occurred because 
Americans and Australians have trans- 
formed their lifestyles—taking up jogging 
and laying off fatty foods. Yet a similar 
decline has not been seen in the Swedes, 
who are also keen on exercise. Mind, 
Swedes have not changed their diet and 
alcoholism has risen sharply in Sweden 
over the past few years. 

None the less, few doctors have any 
hestitation about advising people to quit 
smoking, to drink only in moderation and 
to take more exercise. Most also think 
that those with very high blood pressure 
and blood cholesterol levels should be 
treated with drugs. And they believe that 
the proportion of fatty foods in the diet of 
developed countries should be reduced. 
But, even in these areas, care has to be 
exercised, Some  cholesterol-reducing 
drugs may increase mortality in other 
ways. Similarly, heart and cancer re- 
searchers pinpoint different fats as being 
“worst” for their particular diseases. 

Health economists have found that few 
preventive measures directly reduce gov- 
ernment health bills: one that does is the 
fluoridation of water to reduce dental 
decay. However, their calculations show 
that, even if the financing of preventive 
medicine in itself generally increases 


Most are avoidable 


Deaths in the 55-74 age group, 
by cause Engiand and Wales, 1982 
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ending—by 
cane returns in terms.o things like 
increased productivity. 

Such analyses have in the past con-.” 
vinced the American government, for 
example, to cover a pneumonia vaccine in 
its Medicaid programme (normally pre- 
ventive schemes are not included in Med” 
icaid) and to incorporate cervical smears” 
into, its health programme. Despite the 
difficulties, scientists hope in the future to 
be even more persuasive about the merits — 
of prevention. Population trends will help 
them. The middle-aged and the elderly 
are expected to benefit most from the sort 
of measures doctors now have in mind, 
and their weight in the voting population 
is growing in the rich west. 


Treating acne 


Use with caution 


WASHINGTON, 





Acne is not pretty--and, when chronic 
and severe, can leave deep pitted scars. 
So when Switzerland's Hoffmann-La‘ 
Roche showed that isotretinoin, a:deriva- 
tive of vitamin A, could clear up stubborn 
cases, the drug was an ‘almost instant 
success. Sold as Accutane in America and 
as Rocutane in Britain, isotretinoin is not’ 
cheap: depending on the dosage needed,” 
it can cost $150-180 a month. Nor is ‘it 
without dangers. Unhappily, it now ap- 
pears that, in America anyway, these 
have sometimes been ignored. 

It is estimated that, since its approval’ 
by the Food and Drag Administration’ 
(FDA) in September, 1982, 400:000 pre- 
scriptions have been filled for it and nine 
out of 10 dermatologists have prescribed 
it at least once in the United States. 
Physicians were told from the outset, 
both by Hoffmann-La Roche and by t' 
American government, that the drug w 
not for pregnant women. Like large doses 
of vitamin A itself, therapeutic doses of 
isotretinoin can be toxic to a foetus (as 
animal tests had shown). Evidently. the 
warning was not taken altogether serious- 
ly. By March this year, 20 spontaneous 
abortions and 16 instances of severe mal- 
formations associated with the drug had 
been reported. 

The FDA has responded by issuing 
further warnings about:the drug’s use. At 
the top of the list is an alert to blood 
banks to refuse donations from patients 
on isotretinoin until a month after they 
have taken their last dose—lest women 
about to be or already’ pregnant get, 
tainted transfusions. The new guidelines 
also stress the need for female’ acne 
patients. to have a pregnancy’ test two 
weeks before starting Peay h and to. use 
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Dracula’s generosity 


A starving vampire bat will be given 
regurgitated blood by a fellow bat—if it 
has been similarly generous to the donor 
on a previous occasion. A vervet mon- 
key can expect help in a battle—if it has 
previously groomed the monkey that 
comes to its aid. These two recent dis- 
coveries show that it is not only human 
beings that pay for services. 

Animals helping each other is not 
itself news. A wildebeest defending its 
calf against a lion will risk its life; a bee 
will commit almost certain suicide by 
stinging to defend its nest. But these 
examples are explained by the fact that 
the animals are related: they share the 
same genes, (The biologist, J. B. S. 
Haldane, once remarked that he would 
sacrifice his life for three brothers—or 
nine cousins—because he would pre- 
serve more copies of his genes.) What 
about examples of mutual support be- 
tween unrelated individuals? 

One theory says these are cases of 
reciprocal altruism: you scratch my back, 
I'll scratch yours. The vampire bats stud- 
ied by Dr Gerald Wilkinson of the Uni- 
versity of California at San Diego fit this 
neatly. Vampire bats fly out of their 
roosts each night in search of a horse or 
cow from which to drink blood. One in 
five of them fails to find a meal (more 
among young bats); if they go two or 


“an effective form of contraception” not 
only during therapy but also for a month 
before and a month after treatment. 

The dangers of pregnancy aside, there 
is a further warning. Isotretinoin is linked 
to an increased risk of bowel inflamma- 
tions and of pseudotumour cerebri, a 
condition which (mimicking a brain tu- 
mour) can permanently blind a patient if 
the problem is not identified promptly 
and the drug stopped. Potent drugs need 

ve used sparingly, and with due care. 

‘ctive as isotretinoin is in tackling 
acne, it should be used only for serious 
cases—and when all else has failed. 


Anaesthetics 
Avoiding disaster 


DENVER, COLORADO 





When surgery patients die from a general 
anaesthetic, surely the cure is worse than 
the illness. Some 6m patients receive 
anaesthesia before surgery in the United 
States every year. A significant number 
show the symptoms of a little-known 
disorder called malignant hyperthermia. 
During or after an operation, sudden 
complications can arise which range from 
restlessness and fever to an irregular 
heartbeat or even death. Doctors now 
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three nights without blood, they die. 
Fortunately, back in the roost, successful 
bats will often regurgitate some blood to 
help those in need, especially when the 
latter have less than 24 hours to live. 

Why? Helper and helped are not al- 
ways related, Nor is the donor brimming 
over with blood; it usually has had an 
average meal, no more. Reciprocal al- 
truism is the best explanation: Dr Wil- 
kinson found that a bat gave blood to 
one that had helped it in the past. 

The vervet-monkey example is still 
more clear-cut. Vervet monkeys live in ` 
large troops in the African savannah. 
There is frequent bickering among troop 
members, and a monkey which gets 





think that malignant hyperthermia (which 
is not a form of cancer) may show up in as 
many as one in 2,000 surgical cases. 

The cause of malignant hyperthermia 
(MH) is actually genetic: an inherited 
tendency among some individuals for the 
body to overdo its normal chemical reac- 
tions to stress, a tendency which is itself 
exacerbated by a wide range of anaesthe- 
tics—particularly in muscle tissue. Muscle 
contraction and metabolism are regulated 
by calcium ions released from “depots” in 
muscle cells. In patients with MH tenden- 
cy, anaesthetics can trigger an uncon- 
trolled release of calcium, resulting in a 
rapid acceleration of metabolic activity. 
This can exhaust most of the muscle cells’ 
stored energy. Body temperature rises 
and quickened muscle metabolism causes 
waste products to be dumped into the 
bloodstream faster than the kidneys can 
dispose of them. Among these wastes is 
potassium, which can cause irregular 
heartbeat and cardiac arrest. 

Fortunately, it is usually possible to 
control an MH reaction with a drug called 
Dentraline which relaxes muscles by 
blocking calcium’s excitatory effect on 
metabolism. Use of the drug has already 
reduced the mortality rate among: MH 
cases from 80% to under 10%. However, 
since MH can arise in minutes, the ten- 
dency must be diagnosed in patients be- 
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another to help it often wins a fight. 
Monkeys also help each other to groom 
their fur in search of parasites—to reach 
the parts one animal cannot. 

Can one type of help buy the other? 
Dr Robert Seyfarth and Dr Dorothy 
Cheney of the University of California at 
Los Angeles have done a series of ex- 
periments to find out. When in a fight, a 
monkey gives a characteristic call; this is 
what alerts another to come to its aid. 
The scientists played tape recordings of 
these calls and observed the reaction of 
individual monkeys, knowing in each 
case whether the monkey in question 
was related to the caller (first cousin or 
closer) and whether it had helped to 
groom it in the past two hours. 

Often the two monkeys were related 
and, in these cases, the reponse was 
much the same whether the two had 
indulged in mutual grooming or not. But 
when they were unrelated, there was a 
consistent difference. If the caller had 
not groomed the monkey under observa- 
tion, the latter looked up from his feed- 
ing only very briefly. If the caller had 
groomed the other recently, the monkey 
looked in the direction of the concealed 
tape recorder for several seconds. 

That is hardly rushing to the caller’s 
aid, but then there was no real fight 
going on. It certainly looks as if the caller 
could reckon it had bought help in fights 
by grooming its fellow. The first demon- 
stration of barter in animals? 


fore they are given an anaesthetic. 

One way has been to test a patient's 
blood for certain chemicals associated 
with the tendency but the assay is thought 
to be only 60% reliable. The other way is 
actual surgical removal of muscle tissue 
for exposure to anaesthetic. The trouble, 
of course, is that—aside from being ex- 
pensive and requiring a relatively large 
amount of muscle—the procedure itself 
requires the use of an anaesthetic. 

Now a new test for MH tendency is 
being developed by Dr Clive Solomons of 
the University of Colorado health sci- 
ences centre. This relies on biological and 
physiological similarities between muscle 
tissue and blood cells known as platelets 
which, conveniently, also contain muscle 
filaments activated by calcium. If an an- 
aesthetic causes an MH reaction in the 
platelets, then watch out. 

Currently, the platelets bioassay re- 
quires relatively complex equipment and 
a lot of expertise. Mono-Med of Engle- 
wood, Colorado, hopes to market an 
improved version in a few years which 
could be administered to pre-operative 
patients as easily and cheaply as are blood 
counts and urine analyses today. Better 
diagnosis of MH could save more lives, 
and help combat another affliction of no 
small interest to doctors in America: 
anaesthesia-related malpractice suits. 
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TYNDALL BANK _ 
STERLING MONEY FUND 


8), on deposit 


and write 
your own cheques 


(Annualised compound equivalent 8:772) 


Designed to suit the special needs of British 
expatriates and overseas residents, the Tyndall 
Bank Sterling Money Fund is a unique high 
interest deposit account with a cheque book. 


Expatriates benefit from rates of interest normally 
only available to major investors in the money 
market and keep their funds immediately 
accessible. 


` Interest is paid gross without deduction of tax. 


Consider the following advantages: 


@ Your money is invested with H.M. Treasury, recognised : 
banks, their. wholly owned subsidiaries and selected 
local authorities —assets of the highest calibre. So you 
get high rates of interest and the highest security. 

@ The convenience of a cheque book gives you access to 

` your funds at all times. Use it to pay schoo} fees. for 
instance, or to transfer lo your current account. 

@ Interest credited four times a year means an even 
higher return because the interest itself earns interest 

for you. So the current rate, if maintained, equals 8.77%, 

© No reports are made to any government authority, for 
non-residents of the Isle of Man, 


Tyndall Bank (Isle 6f Man) Limited is Heensed under 
the Manx Banking Act 1975, 





The Tyndall Group is one of the leading investment 
Management groups in the UK-and is wholly owned by 
Globe Investment Trust P.L.C. Funds managed within 

the Globe Group exceed £1,000 million. 





$ Rate at time of going io press. 
Current rak published daily in the Financial Timos 


Minimum opening deposit £2,500. 
Regular savings from £100 per month. 


Send off for full details by completing the coupon below. 


Tyndall Bank (Isle of Man) Limited 


Dept ECONA, 30 Athol Street, Douglas, 
Isle of Man 
Telephone: (0624) 29201 Telex: 628732 


Please send me full details af the Tyndall Bank Sterling Moner Find 
I damjan vet a custamer of Tendall Bunk the of Mani Lisnad. 


Name ci. xcdkuasincsct 





Address occ 
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Britains answer to 
the Krugerrand 





THE NOBLE. 


| One troy ounce of solid Platinum 





— at little more than bullion price 


Y ROYAL ASSENT 
Britain’s Isle of Man Treasury 
has issued a new legal tender 
Bullion Coin to rival South Africa's 
Krugerrand as today’s most 
attractive investment in precious . 
metals. Minted from one troy 
ounce of 99.95:Fine Platinum, the 
new Nobles internationally 
recognised as a true Bullion Coin, 
and is priced, at little more than 
the daily rate fixed by the 
London Platinum Quotation. 
Ayrton Metals Ltd, and other 
authorised distributors, apply a 
minting and handling premium 
comparable to those applied to 
Krugerrands 
Not surprisingly, the new 
Noble is already an outstanding 
success in Europe, where leading 
Swiss financial advisers have 
long been advocating that a 
minimum of ten percent of 
capital be putinto tangible, 
tradeable bullion assets. 
An outstanding dollar 
commodity for capital 
growth 
The Noble is traded 
internationally, and quoted in 
U.S. Dollars; fas well as local 
currencies) in the national press 
and on T.V. data services. 
Platinum is a dollar commodity, 
so this offers valuable protection 
against a falling £. In recent 
years, Platinum has performed 
wellin the market, and with 
world demand (notably in the 
automotive and other high 
technology industries) rising 
steadily, the outlook for capital 
growth looks particularly 
promising at this time. Obviously 
latinum prices can fluctuate in 
the short term, but because 
production costs are high, prices 
are cushioned against falling to a 
level too low-to maintain a viable 


mining and refining operation. In _ 


fact, with the total output 
reaching the Western World at 
barely 70 tonnes a year (less than 
one fourteenth that of gold).a long: 


term surplus of Platinum is 
unlikely, 7 

The growth that has seen the 
new Noble appreciate by 5.3% in 
only three months seems poised | 
at least to continue, if nat to 
accelerate, 
Unlimited Buy-Back 
Guarantee - 

Because the Platinum Noble i 
an official Manx Government 
legal tenderissue, accepted in 
financial markets worldwide, 
Ayrton Metals Ltd guarantee to 
re-purchase Nobles, at any time, 
at not less than the full Platinum 
market price. 
How to buy at the right price 

At present there are no 
government restrictions on the 
sale of Nobles, and you or your 
clients are free to bay and hold as 
few, or as many, as you wish. ` 
Coins purchased and held within 
Great Britain are, of course, 
subject to VAT but you may, by 
arrangement with Ayrton Metals 
Ltd, have Nobles held for you in 
the Charterhouse Japhet vau! 
Jersey, where VAT does not 
apply. Other Tax considerations 
are fully explained in the “~ 
Price and Tax Guide dip- 
included in the i 
Free Informationg 
Pack available 
on request. 


FOR THIS 
FREE i 
INFORMATION PACK 


which will include details of 
our special introductory offer 
and all the detailed 
intelligence vou need to assist 
yvur own appraisal of this 
Important new investment 
Toe please write to: 
1.0.M. Government, of 
c/o Ayrton Metals Ltd, Dept.71, 
30 Ely Place, London, z 
ECIN 6RT, or telephone 


01-404-0970 


Telex: 883904- 
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Innocent romantic 


THE TRUE ADVENTURES OF JOHN 
STEINBECK, WRITER 

By Jackson J. Benson. 

Heinemann. 1,116 pages. £28. 


Professor Benson begins his voyage 
through Steinbeck’s life and work with a 
preface which seems, by emotion and 
cadence, to draw its inspiration from 
Nashville, Tennessee: 
This is the story of a man who was a writer. 
He cared about language, and he cared 
about people. He didn’t want to be famous 
È or popular—he just wanted to write books. 
He made words sing, and hè made people 
laugh and cry. . . . This man wrote a lot of 
good books, and that, after all, is what a 
writer should do. 


Eight hundred and twenty-four pages 
later, he comes to the larger matter of 
how the writer does it: 

Everything, EVERYTHING, is material, 

from your thoughts about your wife to . . . 

what the local grocer does when he puts on 

his apron or makes change for a customer. 

Everything. 

If everything is material to the writer's 
mind, the biographer’s duty might argu- 
ably be to record everything on the 
grounds that no moment, no detail, is 
without significance. That is Professor 
Benson’s view. That is why his book is so 
exhaustive, and exhausting, He has 
brought to it the awesome efficiency of an 
industrial vacuum cleaner. Steinbeck’s 
ives, friends and acquaintances have 
$- generous with their reminiscences; 
rofessor Benson is no less lavish in his 
relation of them, Lavatory jokes, school- 
boy pranks, well-honed family stories— 
all arë presented here as part of the grand 
montage. Only a balanced evaluation of 
Steinbeck’s novels is missing. 

It would be foolish to propose that a 
biography fails some test of merit by 
being lengthy. It seems fair to say that a 
biography of over a thousand pages needs 
to be planned so as to highlight those 
occasions or periods which are clearly of 
the greatest importance. Here, they lie 
buried in a mass of distracting and, as it 
seems, unimportant detail. It is a pity, for 
Professor Benson shows himself capable 
of being both perceptive and illuminat- 
ing. He errs towards an excessive partial- 
ity, but a partisan was required to rescue 
Steinbeck from his long decline. 
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Never happy in the limelight 


Steinbeck’s success came in the 1930s, 
after four unsuccessful novels, with “Of 
Mice and Men” and “The Grapes of 
Wrath.” He did not enjoy fame—“I was 
recognised in San Francisco the other 
day, and it made me sick to my stom- 
ach”’—and it never returned in the same 
measure. Always chary of his work, the 
critics grew vituperative in their attacks 
when he was awarded the Nobel prize. 
He was, and still often is, held to be a 
regional writer who failed when he turned 
away from his Californian subjects and 
whose “non-teleological” philosophy was 
not to be taken seriously. His image was 
not helped by his life in the entertainment 
world, where he kept cheerful company 
with Charlie Chaplin, Spencer Tracy and 
Nathaniel Benchley and was elbowed into 
friendship with lesser luminaries whose 
genial yarns enlarge and drag down this 
book. Steinbeck’s novels were con- 
demned as politically misguided by Marx- 
ists and reactionaries alike. His whole- 
hearted espousal of the American cause 
in Vietnam caused consternation and 
anger. 

The man who emerges from Professor 
Benson’s book is an innocent romantic 
whose actions and judgments were almost 
always prompted by personal attach- 
ments and who was largely unaware of 
the incongruity between his image of 
himself and the image he presented to the 
world. Convinced that his friend Ed Rick- 
etts was “the greatest man in the world”, 
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a 
Steinbeck drank in his unremarkable doc- 
trines as eagerly as Glaucon at the feet of 
Plato. By 1933, he was confident enough 
of his own quasi-philosophical thesis to be — 
able to predict that Spengler, Einstein — 
and Jung would soon be sharing it. Puz- 
zled by the attention he drew when he 
walked through New York in a broad- 
brimmed hat and flowing cape, he was 
equally unconscious of the degree to 
which his prankish party-going Holly- 
wood side undercut his chances to be A 
considered as a serious writer. 

There is no doubt that Steinbeck took 
his writing very seriously indeed. fr 
agonised over techniques and styles, 
wrote one novel in sonnet form, fought — 
editorial changes like a lion, revelled in — 
the act of writing: 

Oh Lord how good this paper feels uade 
the pen. I can sit here writing and the words — 
slipping out like grapes out of their skins — 
and I feel so good doing it. 
The act of writing was hallowed by the 
location. The history of Steinbeck’s writ- 
ing dens deserves a book to itself. The 
most bizarre was the converted cab of a 
lorry in which the writer drove down to 
the seashore and in which he was later, — 
ignominiously, towed back by a haulage 
company when the lorry became embed- 
ded in the sand. The most elaborate was a 
hexagonal hut which he built himself and 
christened “Joyous Garde”. 

One knows and likes Steinbeck betters $ 
by the end of this book and has a clearer 
understanding of his ambitions, his fierce- 
ly personal political views, his loyalty and — 
tenacity. None the less, Professor Benson 
fails to convince the reader that Stein- 
beck’s writings should be regarded as 
serious philosophical works. He preaches — 
to the converted when he says that they 
are full of unforgettable characters. Stein- 
beck’s novels will continue to be enjoyed 
and admired by those who like a vivid and 
powerful story, simply and eloquently 
told. It will take another kind of book to 
bring about a re-evaluation of Steinbeck’s 
literary stature. 


In danger 4 


CIVIL LIBERTIES 1984 
Edited by Peter Wallington. 
Martin Robertson. 379 pages. £19.50. 


If the National Council for Civil Liberties 
(NCCL) had not been founded 50 years 
ago, an organising committee would al- 
most certainly be setting up a similar body 
at this very moment. The Economist is 
not alone in being anxious about develop- 
ments like the Sarah Tisdall affair, the 
ban on trade unions at GCHQ, police 

questioning of possible pickets miles from 

the nearest coal mine and the govern- 

ment’s inclusion of distinctly illiberal fea- _ 
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elgioual books 


There are sears matyta 


The seven martyrs celebrated in Mary 
Craig's book Candles in the Dark (Hod- 
der and Stoughton, £4.95) are those self- 
sacrificing latter-day Christians whom 
the Pope, accompanied by the Archbish- 
op of Canterbury and five other leading 
churchmen, commemorated during his 
visit to Britain in 1982. They are a varied 

, lot: Pastor Dietrich Bonhoeffer, hanged 
for his part in the 1944 anti-Hitler con- 
spiracy, Martin Luther King, the black 
American civil rights campaigner, assas- 
sinated in 1968; Father Maximilian 
Kolbe, a Polish Franciscan, who laid 
down his life for a married fellow-prison- 
er in Auschwitz; Janani Luwum, the 
Anglican Archbishop of Uganda, mur- 
dered by Amin in 1977; Oscar Romero, 
the Catholic Archbishop of San Salva- 

„dor, butchered at the altar in 1980; and 
Sister Maria Skobtsova, a Russian Or- 
thodox nun who helped the Jews in 
German-occupied France and perished 
in Ravensbrück. 

Father Kolbe was canonised by the 
Pope in October, 1982. What of the 
others? This book is no exercise in 
hagiography. Its author does not, for 
example, gloss over Bonhoeffer’s early 
Nazism, King’s numerous marital infi- 
delities and Skobtsova’s early atheism. 
But in her eyes, they all came good in the 
end: by dying for their fellow-men they 
proved themselves true martyrs. 

Holiness is the subject of To be a 
Pilgrim (St Paul Publications/SPCK, 
£7.50, paperback £4.25) by Cardinal Ba- 
sil Hume, the Roman Catholic Archbish- 
op of Westminster. This “spiritual note- 

book”, already a best seller, tells the 
Christian pilgrim how to pray and how to 
get the most out of the sacraments. Non- 
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Christians, however, and even non-be- 
lievers, will find much of interest, includ- 
ing a searching analysis of such 
controversial issues as the churches- 
and the individual Christian’s—attitude 
towards politics. Cardinal Hume does 
not believe that the church should be 
committed to the political struggle, as 
left-wingers might understand it. The 
clergy and the laity, he writes, play 
different roles. Bishops and priests are 
“men of unity... meant to reconcile 
and not be partisan ... . they offer sacri- 
fice and sanctify . 
and inspire the people of God”. The 
laity, on the other hand, “find their role 
where their life and work place them” 


and they fulfil it “by the witness of their 


lives... and by the influence of. their 
words and action aimed at creating a 


„more just and human society”. 


Serious contemporary. questions are 
tackled with clarity, judiciousness and 
wit in Windows onto.God (SPCK, £6.95), 
a collection of sermons, speeches and 
articles by Robert Runcie, the Archbish- 
op of Canterbury. In a 1981 Easter 
meditation, he confronts the prevalent 
disbelief—even among so-called Chris- 
tians-——in the Resurrection. “What a ter- 
rible condemnation”, he writes. “What 
should be to our faith its very seal and 
patent of credibility has become ‘the 
focus of incredulity.” 

What, though, should the Church of 
England do? Turn itself into a sort of 
“episcopal sect” with a parish commu- 
nion heart? In other words, minister only 
to churchgoers? Decidedly not. “It is too 
early”, he insists, “to abandon altogeth- 
er the vision of the Church of England as 
a public body, at the service of the whole 
nation, serving those in the outer court 
as well as those in the sanctuary”. 

Margaret Duggan’s Runcie (Hodder 
and Stoughton, £9.95) presents the arch- 
bishop as a humane, sensitive man of 
moderate high-church views, but also a 
liberal who glories in Anglican “compre- 
hensiveness’’. Indeed, one of his slogans 
is no witch hunts. This is a well-re- 
searched, sympathetic, but not uncritical 
portrait, tracing Robert Runcie’s life and 
career from a modest, not particularly 
religious middle-class home, through the 
war years when he was a brave and 
resourceful Guards officer, a spell as a 
Cambridge don and, at last, the church. 

Recently, Archbishop Runcie has 
tried to meet at least some of the way, 
those Anglicans who feel the Church of 
England has secularised itself beyond 
recognition, thereby ditching much of its 
tradition, including its seventeenth-cen- 
tury liturgy, enshrined in the Book of 
Common Prayer which is now being 
supplanted by a contemporary ‘‘alterna- 
tive” service book. Some of these critics 


. they teach, exhort. 






Wise? “Blond and Briggs. £12. 95) an 
assessment of the Church's estate, edited 
by Anthony Kilmister. 

In one of the: liveliest contributions, 
Professor David Martin, of the London 
School of. Economics, reviews the pre- 
sent state of the battle to preserve the 
Book of Common Prayer, He brings out 
the irony of a struggle in which a “pro- 
gressive” clerical establishment is fend- 
ing off a coalition thatincludes Anglican 
traditionalists, lapsed Christians and 
even atheists, all united- by their desire to 
conserve a great national treasure. 

In another well-argued contribution, 
T. E. Utley, the Anglican lay journalist, 
argues that, in progressively distancing |. 
itself from the state, the Church of | 
England has reneged on the original 
Elizabethan Settlement. That was based 
on the premise that all Englishmen, not > 
actually traitors to the Crown, belonged 
to it and that all its members were 
English. Church and state, therefore, 
were but two aspects, the spiritual and 
the temporal, of a single entity, the 
Christian nation. 

Present-day controversies inevitably 
figure only as pre-echoes in The English 
Catholic Church in the Nineteenth Cen- 
tury (OUP, £22.50). Its author, howev- - 
er, the Rev. Edward Norman, Dean of 
Peterhouse, Cambridge, is one of the 
most articulate critics of the secularising 
trends in western Christianity. 

Though all the Christian churches in 
Victorian England flourished, the Cath- 
oli¢ church’s achievements were extraor- 
dinary, Until the arrival of the Irish 
immigrants after the “great famine”, the 
English Catholics were a small, barely 
visible minority, surrounded by a hostile’ 
Protestant culture. Even so, by careful 
adaptation, good financial sense and, 
above all, by promoting a spiritual reviv- 
al, the Catholics managed to establish 
themselves in national life for the first 
time since the Reformation. 

The author considers the conflict, suc- 
cessfully overcome, between the old, 
pre-1829 Catholics and the new Ultra- 
montanes, like Cardinal Wiseman, the 
first head of the restored Catholic hierar- 
chy. He argues that part of Wiseman’s 
success in a Protestant society, still full of 
phobias about cardinals and Spaniards, 
lay in his personal attachment to at least 
some of the values of the Victorian age. 
No “mediaevalist’, he strongly believed 
in the union of the factory.and the church 
as the surest foundation for a prosperous 
nation, 

The author provides well-rounded as- 
sessments of other Catholic leaders, not- 
ing shrewdly that Cardinal Newman was 
“not a leading figure in the general 
perspective of the growth, administration 
and external relations of the English 
Catholic church”. He was, as the author 
puts it, “always at the centre of men’s 
perceptions of English Catholicism, butat - 
the periphery ofthe institutional church’. 































nits data protection and police and 
‘criminal evidence bills. The British used 
‘to take their civil liberties for granted and 
look down their noses at Americans and 
= others who had to defend theirs. No 
longer. 
“Civil, Liberties 1984” is at once a 
celebration of the. NCCL’s half-century 
and a review of the state of civil liberties 
in Britain today. At its best, it is cogent 
and eloquent. Mr Jeremy McBride shows 
-that Britain’s adherence to the European 
convention on human rights has had`a 
markedly favourable effect on law and 
practice in Britain, especially since the 
- right of individual petition was conceded 
in 1966, Mr James Michael likewise draws 
» attention.to the shambles that passes as 
_ “the law of privacy” in Britain. Home 
Office. claims ‘that ‘there is little ‘public 
‘concern about data protection and little 
evidence of actual abuse‘ignore, he says, 
the fundamental problem: 
a One need riot have more than a general idea 
of what'tecords are kept on what-individuals 
in order to feel.an almost subconscious 
“Inhibition about all but the most innocuous 
v activity, The petition not signed, the vocal 
i colleague shunned, the trip not taken, ëven 
the purchase not made, all of these are not 
ely fanciful results of the vague knowl- 
-Sedge that it is all recorded, and that it can be 
‘. retrieved by those in authority who may then 
use it in snaking importants denot about 
us. 
Strong pasiages like these, awerel. are 
offset by some of the contributors’ wildly 
indiscriminate choices of targets and by 
their insistence on presenting. civil liberty 
'as>an essentially left-wing cause. and, 
moreover, one capable of being pursued 
only in conjunction with other left-wing 
causes. Phrases like “financial manipula- 
tion of transnational conglomerates” 
abound in these pages, and Professor 
John Griffith scarcely attempts to conceal 
his belief that, while the Conservative 
“arty always represents a potential threat 
civil liberty, the Labour party never 
Goes | 
The. decision of the NCCL’s annual 
meeting last Sunday no longer to defend 
the civil liberties of “fascists” and “rac- 
ists’’ only confirms the impression given 
in much of this volume—that the council 
is-solicitous for the liberties of left-wing- 
ers, not for those of right-wingers. It is an 
“unfortunate impression. 











































Not old, vintage 


“AN OLD MAN’S DIARY 
By A. J.-P. Taylor. 
Hamish Hamilton, 155 pages. £8.95. 


A. J. P. Taylor was once asked why he 
always insisted on lecturing at the un- 
_ earthly -hour of 9 am. “Because”, he 
replied, “if I lectured at any later hour 
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enough to hold the audience.” He was 
right. His lectures, organised with great 
care but always delivered without a note, 
amusing, witty, shocking and scholarly all 
at the same time, had a rare capacity for 
arousing even self-satisfied Oxford un- 
dergraduates from’ their slumbers. His 
tutorials were equally demanding and 
professional, giving the lie to the notion 
that a television don cannot also be a 
serious one. 

Anybody who Has seen Professor Tay- 
lor on television, heard him lecture or 


read one of his books will enjoy meeting 


‘him again in “An Old Man’s Diary”. The 
book is not strictly a diary; it is culled 
mainly from short diary-like pieces writ- 
ten for the Listener and the London 
Review of Books over the past few years. 
But it has a genuine diary’s quirkiness and 
spontaneity—as well as its inevitable rep- 
etitions and self-contradictions. Professor 
Taylor talks to the reader. The reader 
wants to talk back to him. The conversa- 
tion is a trifle aimless, as the best conver- 
sations often are.: Still, since this is a 
book, one can always skip. 

The topics range over music (Professor 
Taylor's current heroes are Brendel and 
the Beaux Arts Trio), the future of the 
Falklands, the modern industrial dispute 
(with workers striking, not against em- 
ployers but against other workers), aca- 
demic tenure (“the only price that will 
bring with it freedom of thought and 
learning”), the late Robert McKenzie 
(always ready to put himself out for a 
student) and Frank Noble, the man who 
inspired the path along Offa’s Dyke (“Fu- 
ture generations, if there are any, will 
bless his name as they walk along the way 
that he created"). Some of Professor 
Taylor's judgments are wrong; he 
thought that Michael Foot would make a 
good leader of the Labour party. And 
some are just silly, like his suggestion that 
westerners object to Russia only because 
it has no capitalists and landlords. But 
people engaged in lively conversation 
needn't mind being wrong or silly. 

What emerges most clearly is the au- 
thors essential kindliness. Invariably 
waspish about the human race as a whole, 
and especially its leaders, Professor Tay- 
lor almost never has a hard word for 
individuals. People he dislikes—Margaret 
Thatcher, by implication Ronald Reagan 
and Harold Wilson—he largely ignores. 
He tells how, shortly after the publication 
of his autobiography, a friend of his was 
carrying a copy of it on a London bus. 
The conductor tapped his friend on the 
shoulder and said: “He's a good man and 
he travels sometimes on my bus.” Profes- 
sor Taylor adds: “That is a higher compli- 
ment than [ have received from any 


reviewer.” 
BOOKS PLUS continues on page 87 


there would not be a hall in Oxford large 























Fertility, female employment. and polity easures 
Hungary, by 8. Barta, A. Klinger, K: hand) 

Women, Werk and Development Series. aaa 
it is well known that fertility has decreased ui 
European countries in recent decades and. that incre: 
numbers of women have become economically active. tr 
endeavour to halt the decline in birth rates, the gover 
of these countries have introduced major new policy mea- 
sures aimed at encouraging fertility and at facilitating: the 
combination of motherhood and work outside the home: This 
detailed study of Hungary gives demographic and employ: 
ment data for the population as a whole, and also provides 3 
interesting information on, KAP (knowledge, attitude 
practice of family planning) ‘surveys, panel surveys gf 
marriage cohorts and time budget studies, : 
ISBN 92-2-103624-3 £4.30; USS6.55; SFIS 


Also published in this series: 
Unpaid work in the household: A review of economie 
evaluation methods, by L. Goldschmidt-Clermont. No 1: 
ISBN 92-2-103085-7 £5.00; US$10: SF17.50 
From peasant giris to Bangkok masseuses, ne ‘Phonpat- 
chit. No 2. 
ISBN 92-2-103019-X £4.30; US$8.55; SFIS. w 


State policies and the position of women workers 
People's Democratic Republic of Yemen hetween 1 t and 
1977 by Maxine Molyneux; No3. ` : 

ISBN 92-2-103144-6 £5.00; USS10; SFIT; $0 


Women in Andean agriculture: Peasant production 
rural wage employment in Colombia and Pert, by 
Deere and M. Ledn de Leal. No4, 
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) imeiligenceU Unit i 
Just published: EIU Special Report No.160 


The Japanese Car 
industry: 


WHERE NOW IN THE 1980s? 


The Japanese motor industry is ata 
crossroads: in which direction will it go? 
This report examines current and future 
issues which are expected to. be instrumental 
in shaping the structure and development of 
the industry up to 1990. (Commercial 
vehicles are not covered.) 

The EIU Lid. 27 Si James's Place, London SWIA INT Reg No 563972 


£ Please send: THE JAPANESE CAR INDUSTRY: WHERE NOW IN. 
THE 198057. Price £60 or US$120. Anmad postage extra c2 A 
(USS4) : 
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Michelangelo probably climbed in 
hrough a window éach morning at dawn 
O paint his: supreme masterpiece—-the 
eiling of the Sistine chapel in the Vati- 
an. The popular image of the Florentine 
rtist climbing up rickety scaffolding, to a 
ight of just under 21 metres, to work on 
iis creation seems to have been disproved 
iy the discovery of two holes next to each 
f the 12 windows (orginally there were 
4), suggesting that they were used to 
upport his working platform, which 
ould have been reached by an outside 
atwalk at window level. 

Michelangelo’s holes will be used 
gain, later this year, to support a plat- 
‘orm for the restoration of the frescoed 


ceiling. The chief restorer, Mr Gianluigi 
Colalucci, says he plans to use the holes 
to build a metal track, running the length 
of the chapel on each side, which will 
carry a mobile platform for himself and 
his two assistants, Mr Maurizio Rossi and 
Mr Pier Giorgio Bonetti, when they are 
ready to take on the ceiling. They, too, 
will crawl in from the windows. The 
_ platform will have no structure at ground 
level. 

© The discovery of those holes is but one 
of the revelations made by the Vatican 
restorers working in the Sistine chapel. In 
_ the next six months or so, they will have 
_ completed the restoration of all of Mi- 
chelangelo’s frescoes in the chapel’s lu- 
nettes and spandrels (the areas between 
the windows and the ceiling proper), 
which depict Old Testament prophets, 
Sibyls, Jesus’s ancestors (according to St 
atthew’s list) and the decorative bronze 
male nudes—whose inclusion in the bibli- 
-Cal composition probably reflects the dis- 
‘covery of the Greco-Roman world in the 
Florence of Michelangelo's youth. 
Visitors to the Sistine chapel in recent 
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Milk shake for Michelangelo 
























ROME 


months have seen the results and, even 
though the space already restored is far 
from insignificant (each lunette, for in- 
stance, measures about 2.15 by 4.30 me- 
tres) and is more difficult to view than. the 
ceiling, the effect is startling. For the first 
time in some 400 years, Michelangelo’s 
original colours are to be seen. Since this 
is bound to be true of the ceiling when it is 
cleaned and will certainly be true of “The 
Last Judgment”, when work starts on that 
in 1988, as Michelangelo's last fresco in 
the Sistine is today barely visible because 
of grime, art scholars may have to rewrite 
some of their pages. 

Traditionally, they have said that the 
Sistine frescoes “offer a harmony of rare, 
pale tones, a sort of diffused light”. The 
colours, they say, are restrained, almost 
Opaque—in short, what the modern. lay- 
man would call pastel shades. All wrong. 
Michelangelo’s original colours are so 
vivid they almost leap out from the wall. 

The British Museum holds many 
sketches that Michelangelo did before 


painting the Sistine’s ceiling. (He consid-. 


ered wall painting was for sissies. He was 
a sculptor by trade, he insisted.) Howev- 
er, he obviously felt sure enough of his 
wall technique that when he painted the 
area now under restoration, he did it 
without sketching on the wall first. There 
is no trace.of any designs beneath that 
vast and flawless painted surface. He is 
known to have worked alone, fast, and 
furiously and completed everything but 
“The Last Judgment” (done at a later 
time) in only four years. 

Mr Colalucci’s two-man team is not 
restoring the Sistine frescoes in the gener- 
ally accepted sense of the word. They are 
cleaning the walls of centuries of lamp- 
black, which came not only from the 
candles used at the altar (beneath “The 
Last Judgment”), but from the flaming 
torches that, before the invention of elec- 
tricity, were used for illumination even 
during the day. 

Since it had no heating, braziers were 
set at the feet of the old cardinals when 
conclaves were held. The roof was often 
leaky, causing a calcium crust to form on 
the frescoes, Perhaps the only thing that 
has protected the frescoes from total 
destruction, particularly from the pollu- 
tion of the motor car and Rome's oil-fired 
central heating plants, was the animal 
glue that was applied over the past three 
centuries by earlier Vatican restorers. 

Those layers of glue have darkened 
with time. The trick has been to remove 
the old glue without removing the painted 


fers are applying 
the frescoes a:kind of poultice, known 
AB-57, which was-concocted about 
years ago by a husband-and-wife tea 
Laura and Paolo Mora, of Rome’s:Ins 
tute for Restoration. The numerals 
refer to the number of experiments th 
made before hitting on the right formu! 
It consists of water, bicarbonate of ai 
monia, bicarbonate of soda, Desogen 
Geigy pharmaceutical’ product) ai 
methyl cellulose, (The last is also used 
give that ‘wholesome thickness” to mi 
shakes served by.at least one multinatio 
al. fast-food chain.) AB+57 is an odor 
less, colourless jelly. The Vatican a 
proach has been to wash a small are 
about the size of a man's hand, wi 
distilled water, allow it to dry and the 
apply the AB-57 to the area for about or 
minute, removing it and repeating tl 
process 24 hours later. It works. 






... and after 


A remaining problem is how to protec 
Michelangelo's frescoes. now that hi 
nudes are doubly so—that is, without th 
glue’s protection in this. dirty moder 
world. If visitors'to the.chapel could hol 
their breath for the average 10 minu 
most of them stay, pollution and humid 
could be considerably reduced, but o 
course that cannot be. Mr Colalucci plan 
to put nothing over the frescoes, which i 
risky, but those frescoes cleaned so fa 
show no signs of damage after two year 
of breathing Rome's: atmosphere. 

Japanese television has brought the 
rights to film, photograph and record thi 
various stages of the restoration. It paic 
an initial $975,000 for the privilege ir 
June, 1982, when that sum was depositec 
with Chase Manhattan in New York, ir 
the account of the Istituto per le Opere d 
Religione (TOR), now. better known a: 
the Vatican’s bank. That was the firs! 
instalment of a payment from the Nippon 
television network, which, at specified 
times over the next 12 years, will give the 
IOR an additional $2m. According to the 
terms: of the contract, the Vatican’ will 

















ventually earn more than’ $3m, 

Japanese television must also pay it for 
every day the scaffolding is in place, plus 
the wages of the Vatican workers. Also, 








toyalties from any postcards, books, cine- 
maand television films made in connec- 
tion with the work. 


Federico Fellini 


Why “why” isa 
yur-letter word 











ROME 


Federico Fellini’s “And the Ship Sails 
On”, launched at last year’s Venice film 
_ festival, reached London this week, Here 
the director outlines what he was trying to 
achieve in his new movie: 
In Italian, the title of the film {“E la Nave 
a) does not mean the moment when 
mre ship sails, but when it is already on the 
high seas. But in colloquial Italian it has 
another, symbolic meaning: it means 
that, despite everything, it sails on. It is 
another way of saying “after all, life goes 
on”, 


The script, which I wrote with Toniito i 


Guerra, represents a sort of modern odys- 
sey. The chief character is the sea~~plus 
the liner, an Italian luxury liner called the 
Gloria N, oma cruise. The passengers are 
representatives of the arts, politics, litera- 
ture and the press. The main character is 
a journalist, who is both the narrator and 
one of the principal actors in the story. 
“And the Ship Sails Onis a choral 
drama, describing a voyage undertaken in 
1914, on the eve of the first world war,.by 
many, and varied persons from many and 
varied countries. I thought it. better to 
have an Englishman played by an En- 
lishman, a’ Frenchman by a Frenchman 
jso.on. I wanted unfamiliar faces and I 
.antéd the film to have an atmosphere of 
long ago—at least I wanted to try. 
The impression I wanted to create was 
that of old photographs, the feeling that 








“nothing you see has survived—photo- 


the TOR is to receive 15% of the gross in - 


graphs-of unknown people, of whom the 
only thing known is that they are dead. Of 
course, I could not go and look for such 
faces in cemeteries, but I thought that 
faces from other cultures and other na- 





tions, used to differing customs, could . 


more easily transmit that feeling of “oth- 
erness” and of something that” has 
disappeared. 


Ending up in this way with a lot of non- 


Italian actors turned out to be a stroke-of 
luck. I was surprised at the high degree of 
professionalism. In a film like this, where, 


in practically every shot, there are 100: 
actors, I had to be able to rely on the - 
individual. I had to be able to maintain. 


tension in ell of them and to arouse 
curiosity in all of them, so that they, in 
turn, could arouse curiosity in the viewer. 

For example, there are many charac- 
ters in this film wh are never explained. 
They are always there in the back- 
ground—or in the foreground—but I tell 
you nothing about them. They are simply 
there. 

There are 107 recognisable characters 
in the film, but it does not tell most of 
their Stories. Many serve only one pur- 


pose:.to make the viewer ask “who is 


that? What is he doing in this story?” 
That, of course, is what happens on every 
voyage. And ọn a big ship like that, you 
never get to know all the passengers. But 
it is precisely those who remain unknown 
who arouse curiosity and speculation. 

Nor do. you find out anything very 
precise about what “happens”, in the 
story, The narrator, the old journalist 
who tries to comment on what happens, is 
past his prime. He is an old sceptic who 
managed, somehow, to get himself invit- 
ed on this trip and now tries to communi- 
cate (more clearly than he can discern 
himself) through his alcoholic fumes. For 
example, you never find out if the ship is 
really sunk—only that he says so, And 
there he is floating about in his lifeboat 
with the rhino. But did it really happen? 
Even the way he presents the tale makes 
you doubt it. Everything he says sounds 
improbable. 

If you were to ask me why there is a 
rhinoceros on the high seas in my film, I 
would have to reply that all the experts 
have assured me that there is always a 
rhinoceros along on such cruises, No, 
honestly, [ could not answer that or any 
other ‘‘why” questions. After all, an 
author does not need to have explana- 
tions, necessarily, for his characters and 
situations. Everything takes on a life of its 
own, which even an author cannot fully 
fathom. All I can say is that I saw a 
rhinoceros there, I sawat on that ship. I 
do not want to be forced to find logical, 
romantic or para-psychological reasons 


for it. 














"With over 200 years siperience w 
Debrett can trace your ancesto 
anywhere in the world where - 

. records exist. 


Everyone has Ancestors 


Please write sending details.of your family, 
“We will provide a feasibility analysis free of 
` charge to indicate whether research. 
à appears justified. EM 
“Also our free booklet will answer most of 
the questions you want to ask about our 
: world-wide services, 


Debrett | 


Debrett Ancestry Research Ltd., 
Dept.EN, Gordon Road, Winchester 
$023: 7DD, Great Britain 
Telephone: (0962) 69067: 
North America 
Debrett Ancestry Research Ltd., 
Dept EN, Courthouse Read, 
Accomac, VA 23301, U.S.A. 
“Telephone: (804) 787-2651 


Branch offices also in Edinburgh, 
Scotland, Dublin, Ireland and 
elsewhere in the world 


© ANCESTRY W DEBRETT -= 









E XLSJDNV E ao a AULSAONY: 


iP 





EIU 


Just published: EIU Special Report No. 166 


REPUBLIC 
OF IRELAND: 
Economic Prospects 1984-88 


This report looks at the government's efforts to 
restore this once dynamic economy and the 
consequences of its actions. In particular, it 
examines the prospects for export growth, the 
likely direct benefits to the economy of varying oil 
flows and the prospects of the Republic remaining 
competitive as an investment location. 


The EIU Ltd, 27 St James's Place, Landon SWIA INT Reg No $63972: 


( Please send: REPUBLIC OF IRELAND: Economic 
Prospects 1984-88. Price £85 or US$170.. Air- 
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| mail postage extra outside Europe £2 (US$4} | : 
| C3 Full details of the current range of EU | 
| publications i 
| © Lenclose payment of £/US$......... | 
| RGSS onn era ceyateriassnnasen denn ET F 
| Ld 
| to. ro The Economist intelligence Unit Lid gy | 
| 27 St James's Place 137 Avenue Louise, Bolte § 
London SWIA INT, UK B 1050 Brussels, Belgium | 
| Tot 01-499 6711.78.266353 Tel: 02-838 29-30: Tx: 64805 i 
10 Rockeleller Piara, 12th Floor Friedrichstrasse 34 
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ceaataeette mags Senior Managers 
eet : Programme 


Management Development 


Programme 
Developing 
Managerial Skills $ sit am 
introduction to siii Management 


Management Development 


o the managers in your organisation have the 
knowledge and skills they will need if your company. 
is to survive and prosper through the 1980's and 
beyond? Can they provide the leadership required 
to manage rapid change? Can they match the challenge of 
the Far East in productivity and product quality? Can they 
innovate successhilly? Build a positive industrial relations 
climate? Generate’ the cash flow essential ta ensure the 
future success of the business? 

For 25 years Ashridge Management College has 
worked with many of the world’s most successful 
businesses to improve management performance through 
training and development. These organisations believe that 
managers, just like athletes. airline pilots and doctors, need 
continuous training and retraining if they are to deliver 


`: peak performance, They come to Ashridge because they 


find its programmes are.practical. relevant and designed to 
produce performance improvement. 


For a cops of the prospectus or further information contact 
Miss Christine Brown, Ashritee Management College, Berkhamsted. 
Hertlordshire HPs INS. Tel (G44 284.3499) or JAH 
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MANAGEMENT COLLEGE 







































Taking the GMAT ii y = Co er lear eni 
or GRE exams? THE MIDDLE. 


EAST INSTITUTE 
We ean help. 44th Annual Economic Seminar 
Write to: Friday, May 18,1984; 


Graduate Tutorials For information, write to: Seminar 
social Orien, 1761/N St, NW Washington, DC 


Tel: 01-993 3983 





GUIDED INDEPENDENT 
STUDY PROGRAM CHMTERE PR Va euze 


Bachelor Master Doctorate pa 24490 La Roche Chalais, France 


« Business Administration + Engineering 
4 ; LEARN TO 

tok: Administration Lee SPEAK FRENCH 
BY TOTAL 


For professional administrators with exten- A 

sive experience who wait to enhance their | NATURAL 
career. position by: earning a degiee through IMME 

our Guided independent Study Program ii _ IMMERSION 
{GISP), No classes. One-on-one faculty coun- 

seling, College credit for work experience. 


For no-cost evaluation, send resume of call 


(213) 278-1094 
9100 Wishie Blvd 


Live and learn 
with French participants 
ior 7 intensive days 
in the Dordogne 
Tel: 010 33 53 914428 


Representative in London 
P. Nielsen 01-631 4411, 
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INFLATION ACCOUNTING 


A joint Association of Certificated Accountants and Institute for Fiscal | 
Studies Conference will be held at the Barbican Centre on 11 May 1984. 
from 13.00-16.00. This will include discussion of the latest proposals 
from the Accounting Standards Committee foreshadowed by their recent... 
Statement of Intent together with a presentation of a new report by the 
IFS on inflation accounting. 


Application forms available only from the Association of 
Certified Accountants, Technical Department, 29 Lincoin’s 
inn Fields, London WC2A 3EE. Telephone: 01-242 6855.. ; 


S Cranfield 
College of Aeronautics 1! 
MSc IN AIR TRANSPORT MANAGEMENT g 


Recruitment is under way for exceptionally qualified candidates 
to attend this year's course in Air Transport Management which 
begins in October and lasts for one year. It is a broad course 
intended for highly numerate, but not necessarily technical, 
graduates. Subsequent career opportunities cover the whole 
range of general management in air- transport and its supporting 
industries. The entry standard required is that of a good honours 
degree in a relevant subject, eg business studies, economics, 
engineering. Preference will be giver’ to candidates with rele- 
vant work experience. : 

As well as an introduction to some aircraft engineering subjects, ` 
the course consists of lectures in the management-and econom- 
ics of air transport, with considerable emphasis on the quantita- 
tive methods used in the industry, A knowledge of mathematics 
including calculus is essential. Two whole terms are. spent on- 
lectures and associated activities while the last six months of- 
the course are devoted to writing’a thesis on a major, current 
issue in air transport management.» at ae 
Applications and inquiries.should be made to: David Yeomans, $ 
College of Aeronautics, ‘Cranfield Institute of Technology, E 
Cranfield, Bedford MK43 GAL, England. Tel: Bedford 752742 
Telex 825072 CITECH oe es 







































































LONDON BUSINESS SCHOOL 


| CENTRE FOR BUSINESS STRATEGY 


SENIOR RESEARCH 
APPOINTMENTS 


The Centre for Business Strategy was established in the London 
«Business School in 1982 to conduct. research on major issues of 
g ee) competitiveness and business strategy facing British 
. industry. 

- The Centre wishes to make two further senior research appoint- 
ments at the level of Research Fellow and/or Senior Research 
Officer to join research teams working on the. international 
electronics industry (specifically in semiconductors and in tele- 
communications equipment supply) and on strategic decision- 
making processes in large UK companies. 

Candidates should have excellent academic qualifications togeth- 

er with relevant research or managerial experienc, Good written 
and oral communication skills are essential. 

The appointments will be for an initial term of three years with a 

F starting salary between £11,898 and £15,312 depending on the 

-level of the appointment. Time for additional consulting and/or 
. teaching activities will be made available, ` 

Further r 

i ire for Business Strat 

a ol, Sussex Place, R ’s Park, London NW1.4SA (Tel: 

| 01-262 5050, ext 354). Applicants should énclose.a full 
curriculum vitae and the names of A Éa 


, London Business 


Ç 


COURSES 
THE UNIVERSITY OF SALFORD 


POSTGRADUATE OPPORTUNITIES IN THE 
“DEPARTMENT OF ECONOMICS . 


From Ootober 1984 five taught courses will be available, offering the chance to study for 
a postgraduate qualification in Economics to students from a wide range of academic 
jand protessional backgrounds. Each course is one year full-time. two years part-time, 
Send for further details about the: 


MSc or ADVANCED DIPLOMA IN PUBLIC SECTOR 
ECONOMICS 
MSc or ADVANCED DIPLOMA IN ECONOMIC 
n DEVELOPMENT 
ADVANCED CERTIFICATE IN ECONOMIC ANALYSIS 


“Applications are also invited trom students wishing to read for an MSc/PhD by research, 
k On topics within the fields of Economics and Economie History; 
‘urther details from: The Postgraduate Secretary 
i f Department of Economics 
; ebb of Salford 
Salford M5 4WT 
England 
Telephone: 061-736 5843, ext 531/535 
Telex: 668680 (Sulib) 


x MA on international Relations offered by the 
renowned Landon faculty of The University of 
Southern California's Schoo! of int, Relations 

* Courses mciude int. Political Ee 
Foren Pohcy Analysis, Strategy, in 
Multinational Enterprises. Ares Studies. 
Energy etc 


DEGREE FOR * 
EXECUTIVES.*:* 
Earnit in London: 

evening seminars Officials, Protes 


Crauirnes welcomed now from candidates holding a Bachelors Degree lor June, September February entry 
4. Please send coursé detads to: Name a 


onals, Senior Mih 





* Students include: Chet Executives, Diplomate 


information can be obtained from Miss Rosemary 
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UNIVERSITY OF STRATHCLYDE 
CENTRE FOR THE STUDY OF PUBLICPOLI 


RESEARCH FELLOW 


Applications are invited from graduates for the post of Rese: 
Fellow, tenable for up to 2 years in the first instance, The © 

has established a reputation in the field of computerised Inforo 
tion retrieval systems on government assistance to industry. It 
now extending this data base to cover other information of | 
relevance to British businessmen and their advisers. The succe : 
candidate will be aware of the information needs on busines 

and be able to draft material to meet these needs. 

Appointment on Range IA for Research and Analogous 
(£7,190-£11,615 per annum), USS benefit. 

Applications (quote ref: R10/84) with full curriculum vitae and th 
names and addresses of three referees, should be forwarded ti 
Professor K. J. Allen, Centre for the Stady of Publie ‘Poli 
University of Strathclyde, Glasgow GI 1XQ, from whom further: 
information ean be obtained, 


Closing date for applications? 14 May 1984. 


SCHOLARSHIPS 


European Institute 
of Business Administration 





Fontainebleau 


announces 


Scholarships 


available to British citizens 
with a university degree 
or equivalent professional qualification. 


This ten month programme 
starts either September or January. 
280 participants from 30 countries. 





* Louis Franck scholarships 
for candidates with a financial background. 


* Kitchener European scholarships for 
candidates one of whose parents has served 
in the British Armed Forces. 


For information, contact: 


INSEAD MBA 


Admissions Office, 
Boulevard de Constance, 





77305 Fontainebleau Cedex, 
France. 
Tel: 33 (6) 422 48 27 




























University of York ey or finance ad a strong Interest in. 
ersity P undertaking research and teaching in 


-THE HOME-GROWN CEREALS AUTHORITY DevarenterEcoromesard Aeiatogd ETERNO Search and aching in 


ECON OMISTS Studies and/or financial management facing 
‘ ae ee vouthe public Sector, previous experience = 
“NEW BLOOD” LECTURESHIP IN in these. areas is not required. Candi 
ECONOMICS, FINANCE AND dates should normally be under the age ; 


ACCOUNTANCY of 35. 












‘`. Applications are invited for two vacancies in the Marketing and Econornics 
(Department of the Authority, at Archway, North London. One of the 
< Vacancies could be filled by a recent graduate; but for the other, a more 
senior post, relevant work experience is essential. The department's work 
; ¿1s primarily concerned with providing a market intelligence service for the 
cereals industry. This includes the collection analysis and dissemination of 
UK and foreign market information and the study of cereals industry 
problems. There is close contact with the trade and Government Depart- 
‘ments, The successful candidates will have formal training in economics. 
“Some knowledge of agriculture and/or commodity markets would be an 
advantage. An ability to handle and interpret statistics, and to write short 
and concise.reports is required. 
‘Salary (dependent on age, qualifications and experience) will be on one of 
scales: £7,128 to £9,328, or £8,579 to £11,468 (currently under 
view): Apply in writing giving details of qua lifications and experience to: 


Head of Marketing and Economics Dept 
Home-Grown Cereals Authority 
Hamlyn House 
Highgate Hill 
London.N19 5PR 

















































Applications are invited for a “New cular onthe Lecturers end 
Blood” lectureship in Economics, Fi. gy A108 per choy bait hee 190: 
nance and Accountancy, with special S 

reference to the public sector. The post 

will be in the Department of Economics . Six copies” of applications (one from 
and Related Studies and is tenable... overseas candidates}:with curriculury =. 
from 1 October 1984. The holder willbe vitae.-and arming. three: referees, 
expected to work with the Depart- should be sent by 18 May 1984 to the 
ment's newly-appointed Peat Marwick -Registrar's Deparment (Appoint 
Professor of Public Sector Economics, ments), University ót York; Heslington, 
Finance and Accountancy. Applicants York YO1 500. Further particulars- 
should have appropriate. qualifications available. Please quote reference num 
in any field of economics or accountan-- ber 12/3209, i 























INVESTMENT PROMOTION É 
ADVISER 


Malaysian Industrial Development 
Authority 


MALAYSIA 


Duties: Required as soon as with qualifications and 


‘Employment Opportunity 
in Saudi Arabia 


“The Ministry of Planning of the Kingdom of Saudi Arabia has 
the following openings for qualified candidates who are 
established professionals with planning and government 
service experience, preferably in developing countries or 


























































ternational organisations: possible to assist in the experience, plusa variable tax- “ 
; identification and promotion of free Foreign Service Allowance 
; viable joint venture industrial currently in range £4,305 to 
1 ` Development Economist projects for establishment in £7,130 per annum, depending 
inanei ie Malaysia by British on domestic circumstances. 
2. Financial Economist industrialists; advise and assist The post is wholly financed 
3: Labour Economist in the drawing-up and by the British Government 
` implementation of investment under Britain's programme of 
4. Regional Planner promotion strategies and ~ aid to the developing countries. 
‘ ʻ programmes designed to In addition to basic salary and 
5. -Macro-Economist promote Malaysia as a viable overseas. allowances, other 
i base for British investment in - benefits normally include paid 
f 6. Research Economist this region; undertake such leave, free family passages,. - 
: af other duties as may be agreed children’s education allowances 
_ Minimum requirements: For positions (1), (2), (3) and (4) with the object of promoting and holiday visits, free 
‘are: doctoral degree in economics with five years or more the establishment of industrial accommodation and medical 
relevant professional experience, of master degree in projects in Malaysia, by British. attention. 
economics with 10 years’ experience. For positions (5) and investors, i Applications must be made 
(6) are: master degree in economics with at least five years of Should ee Beer nerra 4 ae three weeks of this 
relevant professional experience. 40-60 years with in-depth: For full details and 
Conditions of service: The successful candidates will be experience primarily.in the application form please apply, 
Jjocated in Riyadh. Salary depends on qualification and United poke iets public quoting ref. AH312/NC/T if 
` experience. Other benefits include housing, educational and ise one an dor ihe pina a see Fee Me and 
silos allowances, free use of a car or transportation | sector in all aspects of industrial qualifigations and experience 
allowance, paid leave of 45 days a year, and economy class finance and investments. es 
; return tickets every year. Applicants with far reaching aaae a oases 
Interested candidates should send résumé with salary history, contacte wirin Brinsh ndustry Appòintmènts Officer 


and especially within the smali Overseas Development 

and medium scale sectors j ti 

would be ideally suited i; 

for this assignment. Abercrombie House 
ppointment: 2 < Eaglesham Road 

years. Salary (UK EAST KILBRIDE 

taxable) in accordance Glasgow G75 8EA 


expectations, names of references and availability to: 
The Assistant Deputy Minister 
for National Planning 
Ministry of Planning 
PO Box 358 
Riyadh 11182, Saudi Arabia 


_ Please mark the envelope: “Economic Professionals”. 
Closing date for applications: 15 May 1984. 























| UNIVERSITY OF EDINBURGH 
“New Blood” Post 


DEPARTMENT OF 
CONOMIC HISTORY | 


: ications are invited from graduates in 

. Economics or Economic History for a tecture- 
_ ship in the field of recent economic history, 

age limit for appointment is 35. and 

Kon fot dae hold a permanint 


; ie Universe Old. College,- 
- Edinburgh EHS SYL, to wham 
| applications {tive copies), together with the 
-names of two referees, should be submitted 
I Nos teas May 1984, Please quote reference No- 


: Marcial Echenique & Partners l 
TRANSPORT ECONOMIST 
LAND USE/TRANSPORT 

PLANNER 


&P is a small firm of consultants. 
; alising in land use and transport 
: planning and computer applications. 
i We wish to appoint two people with 
$ research or consultancy experience in 
fan and transport modelling. 
post requites a background in 
nomics or econometrics and practi- 
{cal experience. in data collection and 
model estimation. The second post 
calls for good engineering, planning or 
mathematical qualifications plus sound 
FORTRAN programming: skills. Appli- 
cants..for either position. shoul 
‘| prepared to travel, 
f funner details trom: 
Lynn Devereux 
larcial Echenique & Partners 
“The Old Gast House 
Malting Lane 
Cambridge CB3 SHF 
Tel: 0223 62812/311516 


University of London 
“The London School of Economics 
SERC STUDENTSHIPS IN SEA-USE 


The. London School of Economics is 
| ng two: Advanced Course student 
“oy funded by the Science and Engi- 
‘neering Research Council, on its MSc 
Sea-Use Programme for the academic 
year 1 October 1984-30 September 
(1985. Preference will be given to'appli- 
tants possessing a good first degree in 
economics who wish to: specialise in 
the economics option; but applications 
from other specialities such as ‘law, 


engineering, political science, history, 


-geography or environmental: studies 
-will be considered. The programme 


consists of a basic course in Marine: 


Science, Biology. and Technology, with 


‘a choice of two options chosen from:. 


international Law of the Sea; Financial 


Reporting and Management, Econom: 
des and Problems of Sea-Use Policy~ 
makirig, together with a research essay 


10,000 words on an agreed topic. 
Candidates should write to the Secre- 


‘of the Graduate School, The Lon- 


School. of Economics and Political 
, Houghton. Street, London 


2AE, for application material.” l 


The INTERNATIONAL MONETARY FUND 


Invites applications for a position at its Headquarters in, 
Washington, D.C. as: | 


ASSISTANT EDITOR 


The work in the Editorial Division includes both the 

editing and the production of publications in the 
fields of international finance and economics. These 
are generally of a highly complex nature and fre- x 
quently include econometric equations, charts, and 
tabular materials. The incumbent will do substan- 
tive editing of manuscripts, including the rewriting 
and reorganizing of material, prepare summaries of- 
texts, and ensure that published material is consis- 
tent in style and presentation. The duties also re- 
quire the incumbent to take the initiative in propos- 
ing both structural and textual editorial changes. 


Candids must be native English speakers with 
extensive experience in all phases of editing and 
publishing. A university degree at the Master's 


`- level, with strong emphasis on English language. 


and literature, is required for this position. Aca- 
demic qualifications in economics and experience in 
editing economic texts would be highly desirable, as 
would be prior administrative experience in ; 
publishing field and a good knowledge of prod 
tion technology. A sound knowledge of French an 
or Spanish is also useful. 


Salary will be commensurate with qualifications and _ 
experience. Benefits include home leave every other 
year, allowances for dependents and for children’s © 
education, a pension scheme, medical insurance, 
and life insurance. 


Candidates are invited to apply, with a curriculum’ 
vitae, to the following address not later than two 
weeks following publication of this advertisement. 


Mr. Berend P. van Baak 
Recruiting and Training Division 
International Monetary Fund 
Washington, D.C. 20431 





Richmond College 
he American International College of London 
ecturer II/Senior Lecturer 
in Economics 


a Applications are invited for the above vacancy, commencing duties 1 


September 1984, created as a result of the college's continued expansion 


Fo and the creation of a new “major” in Economics, within the Division of 
Po Business Administration and Economics. - 


; Applicants should have at least a Masters Degree in Economics, together 


|o owith at least three years relevant teaching experience. Experience in 
“industry, commerce of public service is also desirable. 


Duties will include teaching key courses on the new major, curriculum 

development and academic advising of students from over 70 nations, under 

the supervision of the Divisional Chairman and the Academic Dean. 

Salary will be determined by qualifications and experience and will fall 

within the Burnham range for Lecturer W/Senior Lecturer currently €7,215- 

£13,443. f 

Further information about the college and detailed job description are 
vailable from the office of the Academie Dean. Letters of application and 

curriculum vitae should be submitted to; Dr Robert E> Kuehn, Academic 

|. Dean, Richmond College, Queens Road, Richmond, Surrey TWIO SJP. 


THE EUROPEAN INVESTMENT BANK 


is the European Community's Bank forlong-term finance. 


The EIB finances projects in the ten Member Countries of the EEC 
and in more than 70.other countries in the Mediterranean, Africa, 
the Pacific and the Caribbean. The Bank's professional and 
technical staff are recruited from Member Countries and work in 
multinational environment. 

The Bank now invites applications for the position of (m/f) 


Head of Division, 


Issues Department r s 


the duties of which will be, under the supervision of the Head of the Issues Department: 
C to monitor the international capital market in U.S. $ and several domestic markets such as 
(Japan), the Netherlands, the Scandinavian countries and the Middle East: 

> © to execute public and private borrowings in these markets, including the preparation of the 


relevant documentation.and the negotiation of the conditions; 
L to maintain contacts with the relevant financial institutions; 


to assist and replace the Head of the Issues Department when absent. 
A minimum of 5 years’ experience in international corporate financing at a senior level is re- 
quired either in a bank or financial institution. Familiarity with EDP would be an advantage. 


Candidates must be nationals of an EEC Member Country, should possess a relevant univer- 
sity degree or equivalent professional qualification, and be fluent in English and Dutch. 
Aworking knowledge of French and German would be an advantage. 


The post offers the possibility of career development and carries an attractive salary together 
with social benefits including family and education allowance, pension scheme and a health 


insurance scheme. 


Applications should be submitted, accompanied by a detailed curriculum vitae and 


photograph, quoting the reference number, to: 
EUROPEAN INVESTMENT BANK 
Recruitment- Training Division 

100, bd Konrad Adenauer 

L-2950 LUXEMBOURG 


Applications will be treated in strictest confidence. 


HUMBERSIDE COLLEGE OF HIGHER EDUCATION 
School of Finance and Administration 


FINANCE AND 
MANAGERIAL CONTROL 


This key post at a major polytechnic-type college. is intended to 
support the continuing academic development of the Faculty of 
Business, particularly the established interests’ in European 
Business Studies and in computer applications to the teaching of 
Accounting and Finance. : an 
An appointment may be offered at the Principal Lecturer grade to 
an applicant with suitable qualifications and experience. 
Salary scales: nae 
' Principal Lecturer £12,519-£13, 938 (bar)-£15,744 
Senior Lecturer £10,683-£12,552 (bar)-£13,443 
Lecturer Il £7,218-£11,588 ae 
Further particulars and application forms: maybe obtained. from 
the Personnel Office, Humberside College of Higher. Education, 
Cottingham Road, Hull HU6 7RT. Telephone 0482 446506. 
Closing date for receipt.of applications: 14 May 1984.. 


BUSINESS 
& PERSONAL 


AUTHORS WANTED BY 

NEW YORK PUBLISHER 

Leading book publisher see! 
scripts of all types: fiction, non 
poetry, scholarly and juvenile we 
etc. New authors welcomed. For cor 
plete information, send for free booklet 
5-92, Vantage Press, 516W, 34° St, 
New York 10001. 


ATTENTION ` 
BRITISH _ 
EXPATRIATES! 


_ REED 
STENHOUSE 
GIBBS 


© Advise over 12,000 
UK ex-pats on their 
| investment position 


+ if YOU are an ex-pat 
and have a regular 
quarterly income to invest | 
{minimum £300 or 
- US$500) send full details 
in confidence i 
to: JOHN G. ROBINSON, 
RSG INTERNATIONAL 
4. Licensed dealers in securities) 
10 Grosvenor Gardens, 
London SW1W 0BD — 
Tel: 730 2545 Telex:8813371 
FOR IMMEDIATE RESPONSE 
®FREE ADVICE #FREE i 
‘QUARTERLY NEWSLETTER || 
CONTINUOUS UPDATE _ 






























iouthern California 
ellent investmentidevelopment proper- 
Freeway interchange. Planned for resi- 
itial and commercial use. 693 acres. 


ite to. 









© Mr Joha Neely 
Construction Development, Inc 
Z3N. Franklin Street 
-Chagrin Fall, Ohio; USA 44022 
‘ Lausanne. Tel 21/25 26-11. 


SWITZERLAND 
ATTENTION FOREIGNERS 


On MAY 20th it will be decided by reterendum whether or not foreigners may continue to purchase 

apartments m Switzerland, Itis very Hkely that atter that date thay will no longer be ava abie for 
igners,. except for the limited projects previously authorised. We still have a number of 

apartments and chalets on Lake Geneva and in the mountains available for foreigners. 

Prices from SFr123, 000 with liberal mortgages at 6)% interest. 

now. Refund if purchase'is not completed. 
Contact: Globe Plan SA; Av Mon-Repos 24, CH-1005 Lausanne, Switzerland. Tel: (21) 22 35 12. 
Telex; 25185 MELIS CH... : ; 














APUA NEW GUINEA 


The Government of Papua New Guinea is seeking prospec- 
tive: investors to participate ‘in-the ‘development of the 
nation’s tuna industry. Two separate shore-based process- 
ing facilities possibly with associated fishing fleet are 
nned; one at Kavieng, New Ireland, and the other at 
mbrum, Manus Island. 








E RESOURCE 
‘Papua New Guinea has extensive tuna resources and proven 
fishing grounds. for fong-line, purse-seine and pole-and-line 


‘operations. 


THE PROJECTS 

The two proposed projects could involve a range of processing 
options. Fish supply may be from either associated: or indepen- 
‘dent fests, Staged development of the projects will be 
“nsidered, : 





THE SITES 

Prime development sites in Kavieng and at Lombrum, adjacent to 
the major fishing grounds, are available. Some infrastructure is 
available at these sites. 


EXPRESSIONS OF INTEREST 

Companies and others who can demonstrate a sound financial 
and technical background and an appreciation of the require- 
“ments of establishing a viable tuna industry in Papua New Guinea 
are asked to register their interest with Fisheries Development 
Ltd. who will be pleased to provide further information. 


Letters should be marked, ’P.N.G. Tuna Project” and addressed 
to: 


Fisheries Development Ltd 
Birmingham Road 
. Saltisford 
` Warwick CV34 4TT 
ENGLAND | 

Telex 31565—ULG-G 












STAPRIL2t i984. 


FUN ENGLISH HOLIDAYS for stu- 
dents (10-20 years). Full board, private 
tuition with outings. 15 July-8 Septem- 
ber. Brochure from Rushton House, 
Wokingham, Berks. Tel: 0734 780890. 


Readers are recommended to take 
the appropriate professional advice 
before entering inta any binding 


buy: Lots of 800Sq m trom. 
AY CHALETS from 


82.5% in commodities! 


| period: it generated an average | (E214) 14 Trinity Square. 





Exchange. 














The, demand for trained chiropodists in the private sector j 
Most of the training necessary to qualify for a Diploma i Chirop 
be taken at home by specialised correspondence less 
training is additionally provided. S 
Write for the FREE BOOKLET from The Secretary, The. 
Chiropody, SMAE Institute (Established 1919), New Hall, M 
Berkshire $16 4LA, UK. Tel: Maidenhead 32449. a 















“Financial Instruments Portfolio (simulated) Jan. 1/83 to Jar 
investments in commodities are subject to market fluctua 


Trans World Commodities, the experts in compute 
traded systems would like to help you make mon 
in commodity, currency, gold andinterest ra 
futures. (Minimum investment $ 25,000). 


Write or phone TODAY to Dept BT 216, Trans Wand Commodities 
tion Office, Avenue Lloyd George 6, Box 6, 1050 Brussel 
Tel. 02/640.35.85. Telex 22981 trans b. In the UK call 01-628 
NAME; ..... 
ADDRESS: 
TEL.: (office) E 
(ROME) seemne 


























Restricted in Belgiar t 

















@ Joynsons new computer Send in the coupon for 
managed commodity fund has more information to: 


been tested over a 10 year | GW. Joynson & Co. Limited. 



























capital growth of 82.5% per | London EC3N 4ES. | 
nee Please send me details of | 











your Computer Managed 


@ [n just 33 months since the í ; 
1 Commodity Fund. 


fund began. the audited return 
was 72.1%. 














Name Fiesta nse car 








® Minimum investment of 
£2,500 over 12 months. 

















@ Unique limited liability 
guarantee. 













@ The fund invests in 7 major 
commodities: copper. tin, lead. 
zinc, coffee. cocoa and sugar. 





















@ Joynsons are members of 
every UK Commodity 












“Commodity Brokers since 1890. | 

























IN-DEPTH 
COUNTRY 
REPORTS 








POLITICAL RIS 
SERVICES 


Forecasts and Analyses of Politics, 
Trade, Credit, Finance and Security. 


250 ANALYSTS REPORTING 
INDEPENDENTLY ON BUSINESS 
CONDITIONS IN 80 COUNTRIES 









RESEARCH DIRECTORS 

















MONTHLY 
UPDATES 











F&S POLITICAL 
RISK 
LETTER 


SPECIAL 
REPORTS 















| MIDDLE EAST 
CONSULTANCY 


“Executive. Consultant with over 20 years 

xperience in the Middle East, having 
tise in business, industry, law and 
ngineering, now based in Athens, under- 
kes advice on distribution, yong 
“Of partnership, developing or clearing 
pending business, drafting of legal 
‘documents. 


Coo C. Viachopoulos—Telex 218336 
MEIRC GR, Attn: C. C. V. or P.O. Box 
70121, Glytada 166 106—Athens, Greece. 







SENIOR RESEARCH 


CONSULTATION 
SERVICES 


WPRF -An invaluable source of Political Risk Analysis 
for Multinational Corporations. 


BUSINESS & PERSONAL 




























WANTED 


Surplus, Redundant, Consumer Finished 
Products 


Immediate decisions and payment 


RWH ENTERPRISES LTD (0480) 300230 
Telex: 32629 RWH ENT G 







ON-LINE 
RISK 
BRIEFINGS 
CONFERENCES 


ANALYSTS 












GOLD FUTURES 


High interest Rates in the USA have 
made the $ very strong so that it has 
temporarily replaced gold in its safe ha- 
ven role. This is keeping the price of gold 

down and the daily price range on the 
futures markets narrow, If you are inter- 
ested in receiving a free copy of an 
analysis of the past and future perfor- 
mance of gold futures as an investment 
vehicle as produced by one of Switzer- 
land's aing Porfolio Management 
Companies please write to: Westfield 
Financial Services AG, Lavaterstrasse 
76, CH-8027 Zurich, Switzerland, 























UK PROPERTY /FINANCE 


mortgage fir 
ra fast, flexible 
r Margar: 
Buchan T £ co: 7 
T 


ce and pre 
i manager 


WORLD POLITICAL jai FORECA 










; CONFERENCE 


May 17th and 18th 
Kensington Close Hotel, London 


This Conference will provide both an overview of 

global trends and specitic coverage of countries 
currently posing particular risks (and opportunities) 
for international business. Special presentations will . ’ 
include a discussion of the major factors impinging 

on business engaged in direct investment ina 

foreign country, and an analysis and forecast of the 
likely consequences for international business of the 


U.S. Presidential Elections. 


four months (value £275). 


Call Alison Kurke on 01-486 8377 if you would like to know more about the Service or Conference. 


Frost & Sullivan Ltd 104-112 Marylebone Lane, London W1M 5FU Telex: 261671 


ANCESTORS TRACED by Burkes 
Peerage. The top people's experts 
NOW at your service. Contact Lord 
Teviot, Burkes Peerage Research Ltd, 
Dept 18A, 1 Hay Hill, London W1X 
7LF. Tel: 01-409 1583 or PO Box 618, 
Washington, DC, 20044 USA. 


The American gentleman who travelled 
August 26, 1983 on the Franz-Schubert 
Express Train from Vienna to Zurich, 
please contact the musician from Bos- 


ton re the chamber music recital to be 
scheduled in Boston. 
Reply Box No 46, The Economist, 

10 Rockefeller Plaza 

New York, NY 10020 


COURSE 
Speak a language 


OF A LIFETIME) 


Why not give yourself or someone close 
to you the chance to master a foreign 
language, Proven seif-instructional 
Courses that really work, Pull money: 
back guarantee tf not satisfied. 
Choose from 106 courses it 
34 languages, inciuding: 
German Portugese Thai 
italian Russian Turkish 
Japanese Spanish indy 


Arabic 
chinese 
French 


For FREE ʻ E Eo 


Suite 436, 34 Kensington Church St, 


idee SIAL 


The Conference will be led by five Senior Advisers from the 
WPRF Service. Delegates who are unfamiliar with WPRF will 
be able to attend a workshop on the methodology behind 
WPRF's political risk:analysis. Admission to the Conference 
costs £380 and includes an introductory complimentary 
subscription to WPRF Country Reports for any one of the 
seven world regions monitored by the service for.a a period of 

















: Stoha Hoad, 
























FURNISHED LETTINGS SW London 
Surrey, Berkshire. Contact MAYS, Ox 
shott (037 284) 3811. Telex 8955112: 





INTERNATIONAL 
EMPLOYMENT. 
Professionals and technicians. there IS always 
a need fonyou. on projects worldwide Weare 
an. Ametican company and have acceseute 
4.000 Multinational American firms. pigs 
126,000 companies in 133 countries. 
tree information and a confidential appt F 
write to : 
INTERNATIONAL CAREER CONSULTANTS 
Avenue De La Tanche 2 
8-1160 Bruxelies, Belgium 














APPOINTMENT 
WANTED 





MARINE 
INSURANCE 


Sudanese national, LLB, MPhil, 
with 10 years experience in Middle 

‘Gast ol-exporting State as Govern- 
ment Adviser on Md. would wab 
|. come discussions leading to con- 
sultancy or full time prospects: Has 
all contacts in Egypt and Sudan, 

Vallable for interview April 1984. 


: interested parties please write to | 
CUK contact J. G. Evans, 104 
Walsall WS9 BJ: 




























OUTPUT, DEMAND AND JOBS Signs of a slowdown in America’s boom? industrial 
Output increased by only 0.4% in March (after jumping 1.0% in January. and again in 
February); that brought the 12-month increase down to 14.8%. Britain's feebler recovery 
faltered too: the 12-month increase in industrial output slipped to 2.9% in February from 
4.9%.in January, and British. retail sales in March were only 2.5% higher than a year 
earlier, compared with 4.2% in February. In March, Australia's unemployment rate was 
9:3% and Sweden's 3.1%. 
% change at annual rate 

ue industrial production gnp ~ retail sales unemployment % rate. 

1 year Smthst 1 year Smthst 1year latest year ago 


a S CAA O (Dt 79 $6112) + 2 
+2312) a fa. 









































Wwe + 52+ 7.0 (2) + 92 
Switzerland = 7) t+ 14 4 A(t2) OD 
+ 6.3 + 2.9 (2) +63 . 425 (3) 
+10.6 . +148 (3) + 5.0 ‘ +17,9(1) 
ue index deflated. by CPI. r 


ICES AND:-WAGES. American. wholesale prices were 3.1% higher in March 
than a. year earlier—the third month in which the annual rate has increased. 
Wholesale prices in Italy are rising faster too; they went up 10.9% in the year. to 


February, compared with 10.2% in the year to January. In March, the annual rate of 
con: yriċe inflation went down in France (to 8.6%, from 8.9% in February), up 


en (to 8.3%, from 7.8%), and up in Britain (to 5.2%, from 5.1%). 
% change at annual rate _ 
consumer prices* wholesale prices* wages/earningst 
3 mthst 1 year 
+1 


























Sweden. 








Switzerland + 37 “3.0 (2) 
VET +25. 5.2. +75 +643) + 66 Bi) 
JSÄ + 3.4 i ; +31) + 8a +35 8) 





b. Hourly. wage rates in. manufacturing except Australia, weekly earnings, Japan and Switzerland, monthly earings, Belgium, 
zanada, Sweden and USA, hourly earnings; UK, monthly earnings forall employees. 


ary a S: INFLATION In most of the Consumer prices à J High 25 
} industrial countries inflation is now  %changeon previous year @ Now(Feb.s984) ~~ 
ing again, after dropping in 1980-83. e A % 

TakingtheaverageforallOECD econo- May. 

mies, the 12-monthly rise in consumer ; 7 i 

prices reached a peak of 13.9% in the 

second:quarter of 1980, soon after the 

doubling of oil prices. Itthen tumbled for ven 
about three years, going below 23% in 7 0A 

‘the United States, Japan’ and West 

Germany. Since the summer of 1983.it 

has.virtually doubled in America and 

gone from 0.5% to 2.9% in Japan. The 
pick-up has been milder in West Ger- 
many and.aiso in Britain. The other 

‘country in the big five, France, is still 

bringing down its inflation rate—an 

exception only because it never i La 
matched the others’ slowdown. WGermany Japan France ee Britain 








THE ECONOMIST COMMODITY PRICE 
INDEX Commodity prices are in the 
doldrums. The SDR all-items. index, 
which rose 15% in the first four months c 
1983, has barely moved since the begir 
ning of. this year. Food. prices surgec 
30% in 1983: the boom in beverdge 
prices, which took over from:grains int 
closing months, peaked in January, 
dustrial raw materials are also flat: alu 
minium prices-have slipped 15% since 
mid-December, but copper is picking up 
on improved demand. Non-food: agricul- 
tural prices—which together with metals 
make up the industrials index : 
edged up 2% this year. 


The Economist The Economi 

al- items inde, i ee 

C SDR index: 
dan, 1983400 i 








1980=100 
Apr10 Apr 16 
(provisional) 





Dollar index 
All items 90.3 89.1 
Food 97.3 96.0 
industrial . y = 
Ali 84.0 82.8 
Nfa* 93.4 91.8 
Metals: ‘76.9 76.0 


Sterling index 
All items. 146.6 145.7 
Food 157.9 157.0 
Industrial 
All 136.3 135.5 
Nfa’ 151.6 150.2 
Metals 124.8 124.3 


SDR index 
All items 111.0 109.6 
Food 119.6 118.0 
industriais 
All 103.2 101.9 
Nia‘ 114.8 113.0 
Metals 94.5 93.5 
Gold : 
$ per oz 382.25 380.5 
Crude oil (spot) Arabian light 
$perbarrel, 28.43 28.43 
“Non food agriculturais 














*ootnotes applicable to all-tables..All:figures.seasonally adjusted exce, re otherwise stated.: "Not seas. adj..tAverage of latest 3. months 
npared with average of previous 3 months, at annual rate. n.a. Not avai mail figures in brackets denote month of indicator. z 
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“struction industry usually the first to 
herald an economic. upturn; first, too, charpy after the government ese price controls. Share prices in Bel gium rose i 
to show that recession is coming. Inall | interest rates fell. 






































































four countries in the chart, housebuild- Stock price indices %Changeon ee 
ing was a good guide to the recovery Apr 4984 in one record Paa 

of 1982-83. It has fluctuated least in 16 high low week year high in local’ dns 

_ Japan, because economic growth has currency -terms 
been steadiest there. In West Germa- | London 875.2 901.4 7703 0.4 $27.8 -29 +129 °° +105. 

1 ny and Britain, the housing revival was | New York 1160.3 12866 1130.6 +19 -12 - 99 ~78 ~78 
| checked in the second half of last | Canada 2330.2 2585.7 2315.9 +0.14 +23 10.3 -8.5 -10.7 
| year—a signal, perhaps, that their | Australia 764.5 787.9 718.3. +10 +30.2 3.0 14 +07 
; i i i i Japan 864.1 876.6 735.5 $12 +39.4 =14. +184 +213 
1985. The. Hd stan tec re Hongkong 1075.5 1170.4 871.1 ~19 +34 -40.6 +229 +225, 

e clear exception Is the Unit- | Begum 1546 1546 1353 F17 F268 ni +495. 417.1 

ed States, where housing starts al- France 170.8 1751 1556 -01: +42 BS 490 $107 
most doubled in the two years to the | Germany 1025.9 1096.5 9988 t18 +t 84-64 -07 425 
on increasing in the first we a of | By 213.1 229.6 192.1 +13 +83 o 20 +11.3 4499 

on asing t Singapore 1000.6 1071.9 980.1 -0.2 7103 -8.7 =O. +P 
this year, going well above their level | South Atrica 1052.511053 9626. -01 +165 -48 +489 467 

in 1979 before the recession began. | Sweden 1506.0 1594.5 1401.0. -23 +133 -56 +4.2 +6.6 


tion. industry are also booming, de- 


ARR 
spite rising interest rates. MONEY AND INTEREST RATES” America’s narrow measure of the money suj _ 


grew more slowly in the year to March than in the year to February, by 7.8% instead of 





Housing starts- volume | by 8.5%: but the broad measure grew slightly faster, 9.1% compared with 9.0%. Both 
120 
1st half, 1979900 of Canada's 12-month measures of monetary growth slowed in March. 
! Money supply interest rates % p.a. (Monday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broadt Overnight 3months Prime- Deposits Gov't Corporate Deposits: Binds 


(M1) lending 3 months long-term ‘months 
Australia +11.3 +15.1 (2) 1450 14.35 18.25 1410 14.15" 15.15 1350 13. 
Belgium +57 +58 (9) 1120 1210 14.75 1115 1218 1269 1150 1337 
Canada t56 o- ~ 1.6 (3) 10.63 10.63 1150 10.68 1318 1327 . 10.59 -1270 
France +77 +7600) 1175 1269 1225 1263 1286 14.26 13.38 1015. 
W Germany, + 5.2 + 39 (2) 555 5.85 8.00 5.32 8,10 8.05 572 718 
Holland +10.1 _+10.602) 5.63 6.13 7.50 613 842 8.33 6.06 12:27 


















































italy +15.7_+16.3(10) 17.25 17.50 17.50. 11,50 1559 15,08 1513.12.13 

Japan +13 +78 (2) 575 625 550 350 704 730 625 803. 

Sweden na + 68 (1) 900 1080 11.00 1060.11.00 11,50, 10.68 1141 

/ Seiteeiend nd +12 + 6312) 188 356 7.50 300. 462 494 9.56 11,76. 
je— Unites +128 +98 (3) 584 688 9.50 684. 10.71 1137. 888 11.53 
States a +78 + 9.1 (3) 1056. 10.38 1200 10.05 1263 1360 1094 1299 


: Orders for residentiat M / 
‘construction 


Other key rates in London 3 mth Treasury Bills 8.4%, 7-day Interbank 8.6%, clearing banks 7-day notice 5.3%. 
Eurodollar rates. (Libor): 3 mths 11.1%, 6.mths 11.3%. 











1979 BO Bi B2 a3 + M2 except Australia, Canada, Switzerland, U.S.A., W. Germany, M3, Japan M2 + C.Ds, UK £M3, Definitions af interest rates 
: oes available on request. Sources: Chase Manhattan, Chase Econometrics, Banque de Commerce (Beigium), Nederlandse 
j Sources. Bundesbank: Bank of Japan: US Dept of Commerce: redietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse First Boston. These rates are indicative only 


UK Dept of Environment and cannot be construed as offers by these banks. 


_ TRADE, EXCHANGE RATES AND RESERVES Investors expect no immediate fall in American interest rates, so the doll 
: st pete Mi exchange rate rose 0.3% during the week, Canada's visible trade surplus dropped from C$1.9 billion (US$1.0¢ 
billion) in January to C$1.07 billion (US$860m) in February, taking its 12-month surplus down to US$12.57 billion. In March, 
: Australia’ s current account deficit was A$640m (US$610m)—the biggest since August last year. 

















Trade balance** current- currency units per $ ` Smith forward rate Trade-weightedt currency units foreign reservestt 
$bn account exchange rate co §bn 
balance Discount’ a i 
latest latest 12 $bn aie premium f 
gene month months latesti2mths latest year ago per $ %pa latest  yearago perf perSDR February year ago 
. “Australia 0.09 (2) + 04 ~- §5 3) 1,08 1.45 1.08 Disc 2,67 84.3 77.2 1.55 15 $7 






























































= 0.38 9) -20  -03@) 539 486 54.0 Disc 0.57. 904 94.3 766 570 51 
+ 0.86 (2) +126 + 1402) 1.28 1.23 1.28. Prem0.29_ 68.7 90.6 1.82 

~ 0.55 2) - 49 - 432) 812 7.31. 8.16 Disc 219 66.9 706 115 

+166 (2) +164 +32 (2) 264 2.44 2.60. Prem5.15 126.9 1303 375 

+ 04611) +439 +40 9 2.98 275 2.94 Prem4.72. 115.8 1182 4.23. 

-080A -77 - 1.4 (9) 1532 1482 1652 Disc 6.06 48.8 522 318 

+ 3.06 (2 +332 +2931 (2) 205 238 223  Premá.64 -1597 1457 3 

+ 0491) +146- 22 (9) Les 7.49 7.83 Prem0.10 675 67.5 {i1 











~ O53 (Yo ra. + aA: 219 2.04 215 Prem7.20 148.0 151.8 311 
+ 0.82 (2) 0.3 +3589 070 0.85. 0.70 Prem 2.11 798 829 < 
~10.09 (2) 79.4 -40.8(42) = = _ 1276 122.5 1.42 


A lh abcd 1975= 100 tfexcluding gold. “Canada, Austra a a ERE and UK imports fob, exports fob. All others ci/fob. "January. 
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PEOPLE ARE TO IRELAND 
AS OIL IS TO TEXAS. 





The Irish 
Jrope’s youngest and fastest-growing population. Educated, talented, 
exible, innovative. 

Ireland. 

‚member of the European Common Market. Noted for its favorable 
overnment attitudes towards business. The most profitable industrial 
ation in Europe for U.S. manufacturers. 


2land. Home of the Irish. The young Europeans. 
DA Ireland &% 
DUSTRIAL DEVELOPMENT AUTHORITY 


1€ Irish government's industrial development agency has offices in DUBLIN (Head Office), 
21:(01) 686633, LONDON (01) 629 5941, TOKYO (03) 262 7621, HONG KONG (5) 939637, 


YDNEY (02) 233 5999. Offices also in Cologne, Stuttgart, Hamburg, Munich, Paris, Amsterdam, 


openhagen, Milan, New York, Chicago, Houston, Los Angeles, Cleveland, San Francisco, 
aston, Fort Lauderdale, Atlanta. 





“WE'RE THE YOUNG EUROPEANS” 


THE MILD CIGARETTE 


Enjoy Silk Cut. 
The international choice in mild cigarettes. 


EL2 
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Buying rubber in Kuala 
Lumpur or dollars in London, 
international commerce requi- 
res constant command of two 
difficulties: volatile commodities 
prices and varying exchange 
rates. 

Banque Indosuez is perfec- 
tly at home in this manylaceted 
domain, possessing the imagi- 
nation, dynamism and rapidity it 


demands. 

Established in 65 countries, 
in some cases for over a centu- 
ry, Banque Indosuez has a com- 
plete knowledge of the markets, 
the politics and the economy of 
these countries. 

Specializing in international 
trade financing and foreign ex- 
change, its traders offer expert 
assistance in the most complex 
operations. 

An intemational French bank 
with human dimensions, Ban- 
que Indosuez offers specialists 
commodity trade finance groups 
in New York and London, 
as well as in Paris, Rotterdam, 
Hamburg, Geneva... 

Banque Indosuez opens up 
a whole world of opportunities. 


BANQUE 
INDOSUEZ ” 
A WHOLE WORLD 
OF OPPORTUNITIES 





BANQUE INDOSUE 


Head office : 96, boulevard Haussmann - 75008 Pari 
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pages 37-38. Scorecard in 
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Puffing home 
Mondale does, it, just, page 
43, despite Hart's flourish in 
California, page 44, and 
Jackson's persistence, page 
45. Reagan campaigns 
abroad, page 49. 


The summit 
Signposts for the next Gatt 
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trade deficit, page 50. Gilts 
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Ernest Hollings 


“BIR—Your article 
„policies compared i (May 12th) 








John Glenn was the only ‘candi- 
date for the. Deniocrati¢ nomina- 


to raise tax rates for all existing 
taxpayers, reversing the Reagan 

_ programme of largesse that start- 

in 1981. 

Freezing the budget and re- 

iring the revenue haemorrhage 


centrepiece of my campaign and I 
tan fora. year cand a-half on this 
programme. In, my announce- 
“ment of candidacy in April, 1983, 
„T discussed the need to forgo the 



































cut which was implemented with 
“Senator Glenn’s vote. Your arti- 
¿cle also failedto include me as 
“one of those “only 11 brave sena- 
“tors” who voted against the Rea- 
gan tax cuts in 1981, In my cam- 

gn, I talked of my many 
fforts fo att rid of pernicious 


base and other proposals 


ion over five years. 
; Washington, : 
DO >x Ernest F, HoLLINGS 





Saudi Arabia 

“SIR--Your articles on Saudi Ara- 
bia (May 26th) express exactly 
what many in this country, con- 
‘ersant ‘with the Middle East, 
ust be thinking. 

- The late Sir William Luce once 
lescribed Saudi Arabia as a fi- 
nancial giant with feet of clay, 
ith a good measure of corrup- 
thrown in. Since. its founda- 
tion in the 1920s, Saudi Arabia 
as. to my Knowledge been. in- 
olved in only two military inci- 
dents outside its own borders: 
One was an Obscure- event in 
the early 1950s. inthe Buraimi 
Oasis, when ‘a Saudi force occu- 
+ pied one of the oases to stake its 
claim to the area, which at. that 
‘time. was believed to have oil. 
-The oases were: recognised by 
Britain as belonging to Abu 
«Dhabi and. the. Sultanate of 


“out by the Trucial Oman Scouts; 
-in fact the Saudis. fled and the 
TOS never caught up with them, 


„curred in:1962, when the Imam- 





-o ratei in the Yemen was overthrown - 


“Economič. 
does injustice. to my candidacy 
for president. You write that. Mr. 


‘tion who made specific proposals: 


pa 
created by Reaganomics was the. 


tax cuts scheduled for July—a tax ` 


lexing. I proposed a minimum |} 
orporate tax, a broadening of © 


ase-revenues by $257 bil- ` 


‘Oman. The Saudis were driven 


The other involvement oc- 


inva military coup engineered by 


president Nasser of Egypt. In the 
ensuing civil war the Saudis. sup- 

ported the royalists, and one of 
their first actions was to send 
their air force to their assistance, 
Unfortunately and embarrassing- 
fy; the air force erred in its navi- 
gation and landed in Egypt. After 
that the Saudis made no further 
intervention. 

It is no good having large quan- 
tities of the most modern sophis- 
ticated military equipment if the 
human knowhow and the will to 
use them. are lacking. 

Newton Abbot, 


Devon R. P, Owen 





Afghanistan 

SIR—I am surprised that you per- 
petuate (May 26th) the myth that 
only one man survived the retreat 
from Kabul in the winter of 1842- 
43. Dr Brydon certainly reached 





Jallalabad alone but others strag- 
gled in over the following days. 
There was also a considerable 
number of officers and non-com- 
batants who had been given as 
hostages at various points along 
the march, Their survival and 
subsequent rescue in 1843 is a 
fascinating tale of G. H. Henty 
proportions. 


Aberdeen DOUGLAS GOURLAY 





Europe’s defence 

SIR--You say; {May 19th), “Eu- 
rope, defend thyself’. The 
American economy is suffering 
from a critical capital shortage in 
no small part owing to military 
expenditures on Europe's behalf. 
You may rest assured that, as the 
reality of American commit- 
ments to problems. of a more 


pressing nature settles into the 


minds of the citizens, the Europe- 
an ‘military deployment will, by 
necessity, be curtailed. 

It is self-evident that the bur- 


rope. ‘has again failed to 1 


stand the lessons of history. 
The. American commitme: 
defend ‘the Middle East is by 











workers. Competition is get 
tough T; 













ds survival i in the w 


means solely aimed at protecting sult, expan 
European access to oil, although 4 


this does provide Europe with a than b 
Your article - Puey 


nice free benefit. 








suggests that Europe should tend: =a 


some positive aid, This is almost 


comical in light of.(a) the French 


wish to give nuclear technology 
to Iraq; (b) the Belgian wish to 
give nuclear technology to Libya; 
(c) the French sale of advanced 
attack planes to Iraq. 

As Americans are forced to 
allocate limited resources more 
prudently, the EEC. will find it- 


self faced with some unpleasant.‘ 


prospects. Of course, your Soviet 
friends have realised this for 















ion (May 2 
the efforts of Unesco to pres 
the. temples of Rameses Il 
Nefertiti. In fact, the temple: 
those of Rameses H and Ni 
tari. Nefertiti is th 





some time and are doing’ what, | 


they can to further Europe’s in- 
decision. I, for one, wish Europe 
speed in realising the need for 
self-reliance in defence. Howev- 


er, if your history ts any indica-’ 


tion, the realisation, if it comes, 
will again be too late. 
Dallas, 


Texas _ J. S. DELANE 





Reflation 


Sik—Hurrah for the ` Swiftian 
magic of turning a deficit of 5.7% 


fm of gnp into a 0.1% surplus! This. 
| is exactly what Professor Layard 


and others have done (May 19th) 
underestimating—so it seems— 
the damaging implications that 
changes in nominal variables can 
have on the economy. One rea- 
son for their underestimation lies 
in the aggregate measurement of 
capacity utilisation. To..say that 
European manufacturing . firms 
were, in 1983, producing. at only 
77% of their capacity overlooks 
the structure of manufacturing 
industry and its. potential to lead 
economic growth. 

Europe does not have the in- 
dustries for technical innovation 
with leadership and market clout 
in the right amount and mix to 
absorb the unemployed and to 
allow for the non-inflationary 
growth the Layard study implies. 
The excess capacity is morein the 
smokestack industries and heavy 
chemicals than in the high-téch- 
nology industries which will lead 
the growth. 


Moreover, one needs to con: 
sider that ‘protectionism, on the’ 
one hand, and industries that are 
either government-controlled or 
government-owned, on the ke 


er, give rise toa great de 


waste and to oE iE 
pricing. Labour. and Merin 





Strangle-my-leader 
SIRI must make a before- 
too-late protest about the ej 
sive-hyphenating editorials: 
are oh-so-frequently appeatit 
your otherwise-excellent > m 
zine. Hibernation-in-May ( 
19th) was the patience-endin 
ample. Do. you really, nee 
string up such ever-so-revol 
terms as: “‘stubbo 
Kohl-Mitterrand- missile-< 
ing western . Eurc : 
“detente-on-Russia’ Sein 
agreements"? 
This is a one-day-the-wh 
editorial - will -.end - up - bei 
strangled - by.-. its +own- end. 
links final - but ~ friendly: w 
ing. 
Brussels 
































) The Economist 
Intelligence Un 
dust published: EIU Spactal Report No 164 


Buy-Outs 1984 
These have become an almost 
institutionalised part of the UK 
economic scene. This report, a 
revised and.updated version of one 
published in 1982, is a guide tọ the 
various aspects —-comimercial, 
financial, legal, taxation etc. it 


includes a survey of institutes willing 
to finance buy-outs. 


1 Price £35 or US$70. Airmail postage 2 
T ussa. Payment with order please. 





|| The Economist intelligence Unit ttdi 


<2 St James's Place: AST Avenue Louise, Bie! 
London SWIA INT & "81050 Brussels. 
UK, Tel: vag etl: Belgium. Te (02) 538 2: 
10 Rocketetiet Plaza. -Friedrichstrasse 34 - 


`F NewYork; NY 10020.: 6000 Frankiortam Main 


AISA. Tok 212 541.5730: Semn Tk ny 









ECONOMISTS 
_ OFFICE OF THE ECONOMIC 
PLANNING ADVISORY COUNCIL 
CANBERRA, AUSTRALIA 


l The Australian Government is making determined 
«nation 's economic growth and employment prospect 


To “help achieve these objectives, the Government has established an 
Economic Planning Advisory Council (EPAC). which is chaired by the Prime 
_ Minister. and includes the Treasurer, the Minister for Employment and 
“Industrial Relations, three State Premiers, and high level. represeritatives 

from besiness, union and community sectors, Pe be í 
Appointments are being sought for the professional Office of EPAC.. This 
office is ‘Seeking economists of a calibre necessary to make. it-a pentre of 
excellence, by international standards, in applied economic research and 
policy analysis. e o, 


The Office will ‘produce an annual review ‘of the ‘Australian economy, 
pected on the medium and longer terms.. It will also carry out and 
-coordinate programs of policy studies aimed at helping the Council carry out 
„Ats work and at lifting the level of public perceptions of economic policy 
SUBS, 


Office will epee close associati 
independent and specialised economic 
Labour Market Research, Indust 
. Transport Economics, and wit 
“economic policy research. : 


Positions are presently available at the folloWing'salary-ranges: 


a ae IR ADVISER 612: 143 pia. 

ear rae 

«>, @ SENIOR RESEARCH OFFICER $A26,330-$A27,806 p.a. 
Applicants will be expected to have academic qualifications of a high 
Standard in economics, econometrics or related fields, and experience in 
economic research. A record of achievement in Pmpineal tesearch and/or 
policy analysis will be needed-for appointment at the higher levels. Ability to 
work:as a member of a team and to accept responsibility for major projects: 
is important. The Officer's interest in applicants is not confined to particylar 

“afeas of expertise in economics but a high standard, of quantitative skiis 

«Would be an advantage, 


ccesstul applicants will be offered a fixed term engagement for two years. 

~ Longer term engagements may be negotiated with those whose performance 
‘during the initial period of employment is outstanding and who meet the 
ria for permanent residence in Australia. 


{ employment include. four weeks annual leave. Reasonable 
costs incurred in: attending interviews will be met by the Australian 
Government. Removal and re-location costs may be re-imbursed. 


Australia is a Federation'of States and Territories and-a oolong? with an 
advanced: economy which is Predominantly private enterprise, Economic 
institutions and economie policy considerations are of a kind which many 
ane graduates and. economists in the United Kingdom could readily 
adapt to. 





efforts to enhance the 







on with the existing professionally 
research Bureaus: in. Australia — 
Economics, Agricultural Economics and 
Major academic” centres- undertaking 









1 






personal and professional details and the 
alitied referees should be air mailed to: 










me tthe E it Planni 
Ulice of Me Econom ann 
Advisory Council m 







. BUESA icTORA TERRACE ACT 2600 
“> AUSTRALIA. 
All applications close by July 16, 1984. ` 


fotei detailed eraron may be e obtained fon the above address, and o 
: ; eneral kind- may ressed to The Australian 
Commission — London — Pn. 01 438 gogg, at Mim 
























ppoint a new 
office in early 1985. This post should | 
interest to someone wishing to maki 
tion to the Third World, = =. 
There are currently 1,000 vol 


exacting assignments identified by VSC 


























receive locally related living allowances; they | aa 
average age of 28; all have technical or profe | 
qualifications; the majority also have rélevant work: | 
experience in their home countries. Significant new 
initiatives are being taken, for example, in community 
| development ancdevelopment education. Nees 
A UK salaried staff of 100 in London 
overseas co-operate with volunteers, VSO 
and local groups throughout the UK; this vo 
important for fund raising, pre-selection c 
selection, orientation, resettlement and. devel 
education. Pee i 
An expanding direct budget of £5:5 million base 
on a British Government grant and voluntary contrib 
tions is matched against expenditure by host comm 
ties in the Third World as they support volunte 
field. : ; 













and 45 






























The new Director may come from any back- 
ground. Important attributes are an informed vision of - 
conditions and the needs of the Third World and.a 
realism about the potential contribution by-volunteers. 
Direct relevant experience, proven management ability - 
and a capacity to stimulate and inspire are amongst other 
key qualities, The new Director's likely to be in his or her 
thirties or forties. The successful applicant will replace 
Frank Judd, who in his fifth year at VSO, becomes 
director of Oxfam next year: 

Terms will be negotiated in confidence for this | 
demanding post which will involve much travel and 
many “out of hours” commitments in the United 

Kingdom and overseas. Initially a five year contract is Pes 
envisaged with a salary in line with those of similar | 

-voluntary organisations. l 2 

itis anticipated that final selection will be made by - 
the end of September Candidates are invited to write in 
confidence before mid July giving brief personal details, 

to Sir John. Ford, Vice Chairman, i 

| Voluntary Service Overseas, « / 
~ 9 Belgrave Square, 
London SWIX BPW. Charay No. HOIST, 




















































nya. ays invites ceplibations ‘fom tably qualified pers ns 
r ‘he st of General Manager Finan 


This is 4 Senior Management P on in an infernational Airline 
4 person sought must satisfy the following requirements: 


‘Qualified accountant (CPA, ACCA, ACA or other equiva- 


Jent professional. qualification) with-proven experience in 
‘the field of Financial Management. 
ut seven years’ working experience in Financial Man- 
ment at senior level, half of which should preferably be 


A: ng personality, ca capable of exercising firm control of a 
e Department: 


pece 2 3 develop and institute stringent finan- ` 


i au setul candidate wil be based in Nairobi and will be 
é ttractive salary and fringe benefits, 


"to reach him not later than 13 July 1984 


An outstanding opportun joina 

rapidly expanding merchant bank with 

ations. Candidates should: have a 

capable of managing their own po 
innovative with a sound knowledge and ex erience f their field. 
international experience is desirabl but not: ; 


Candidates are now being sought for the foll 


Foreign Exchange Trader 
Money Market Trader 
Financial Futures Trader 


in addition a Manager for the Corporate Attairs 
Department will be required. © ; 


Provisional authority. has. been obtained for the suc 
candidate(s) to emigrate to Australia. 


An attractive salary package. will be negotiated including 
participation, housing, motor vehicle and relocation pnpenens 


Write or cali in complete confidence to: 
S. Bratchie, 

Lancaster Gate Finance Limited, 
Lancaster Gate House, 

47 Lancaster Gate, London W23NA. 
Telephone 01-258 3936. 


: = Fixed Interest Fund Manage mer 


_ County Bank i ‘is seeking an SERTI fixed interest Fund 


Manager to join it’s highly successful and expan 


ve Multicusrency Asset Management team which specialises in the management ‘of portfolios in the iteration onal bond an i 
À money markets on behalf of major institutional clients. 
The successful applicant will have: 
= agood honours degree or equivalent professional qualification; 


— an understanding of international economics; 


~ prover success in trading currencies, money market instruments and/or bonds in international markets; 
=e the ability to maintain verbal and written contact at the highest level within the client organisation. oy 
-< -An interest in technical analysis, financial futures and/or iraded options would be an additional advantage. 
sae Aver competitive salary and benefits package commensurate with working for a leading Merchant Bank eos 
will be offered. 
Please write in confidence, enclosing a current curriculum vitae to: 
‘Tan Carlton, 


Personnel Manager, 
County Bank Limited, 
_ 11 Old Broad Street, London EC2N 1BB. 





NTERNATIONAL PI 


Marlyn Lodge = 
The‘somewhere’ for anyone — ST MARY . 
who's ‘something in the city’. COLLEGE 


1. Marlyn Lodge is a brand In fact, we've included ; at 
| new complex of luxury 1 everything right down F E N H AM : 
bedroom flats and studio ‘to the solid brass door a i we 
rtments, perfectly located furniture and coved ceilings. 


Soif you NEWCASTLE UPON 


work in the 


Cyan ENGLAND 
want the P 
oe FOR SALE FREEHOLD 
ame Established Higher Educational Ca 
or your _ of Interest to Research, Foundat 
company, or similar users. 
; ies | anna speak to ee 
|. “Developed to the very Doug Soden on 01-481 1782. 230,000sq ft in 9.2 acres of grounds. — 
ighest standards by Wimpey Prices from £49,995), See theca: 
Tomės, these prestigious Marlyn Lodge, here FOR FULL DETAILS APPLY: 
apartments are equipped with 80/92 Mansell St., — GERALD EVE & CO. 
ry modern convenience, London El. in š CHARTERED SURVEYORS 
Juding carpeting Mig ll 18 SAVILE ROW 
ughout, fully fitted ge a a LONDON W1X 2BP 
chen, gas central heating, i ) r f ENGLAND 
double per and fitted ia 01-437 0488 





ANEW PRESTIGE OFFICE 
DEVELOPMENT 


© Bay) English Property Corporation PLC 
| NPIV National Provident Institution 


«o PROVIDING 


61000 St Quintin 


natry House 
bee sen Street Place London ECAR IES 


f Tel: 01-236 4040 


Sole Agents Telex: 881261 9 








DON'T JUST — 
E MONEY AVAILA 
WE MAKE IT WO 


Weve become a most successful international bank by 

offering clients a total banking service l 

Come to us with a project in need of finance and. ifits viable 
making the money available is only part of what we can do. 

Creating environments where businesses flourish is our forte. 

Using a combination of flair and expertise weve achieved 
impressive growth, 

We te an international network comprising more than 
370 offices in 15 countries. 

Ifyou want the advice ofa bank thats dedicated to making 
money work, contact any of our three U.K. offices in the City 
the West End or Manchester 

Youll be making all the nght moves. 








=) Bank Hapoalim: 
2 We put potential into practice. _ 
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eath toll.in Amritsar’s Golden Temple this week 
nearly as great as in another famous Amritsar 
dbath 65 years ago. But there the parallel ends. 
’s General Dyer fired on an unarmed crowd. 
*s General Ranjit Singh Dayal took on a gang of 
ooded killers, armed with mortars and machine- 
, who were menacing not only the people of Punjab 
he: cohesion of India. Casualties might have been 
er than 300. had the government acted before the 
s built up their arsenal, or if the army had 
rnt counter-terrorism from the Israelis. But Sikhs are 
fiercest of fighting men, so the showdown was 
o be bloody. 
will bea while before Punjab, and India, get over 
hock. Some Sikhs will be secretly relieved if the 


lent protests, spreading beyond Punjab, more 

at into sullen hostility towards Delhi and all its 
But for the rest of India the events in Amritsar 
gnal restoration of authority over those forces of 
sr and disintegration which have always threat- 


game signal will be heard in Pakistan and Bangladesh: 
ing let it go far, Mrs Gandhi at last recognised 

Ne rchy in a strategic border state like Punjab 

ff an unravelling round the Indian map. 

ming the Sikh holy of holies was the only resort 

Mrs Gandhi after 19 months of escalating 

ism in Punjab. The Golden Temple had already 

ned into a command-centre of carnage. In the 

a struggle for Sikh rights, Sant Bhindranwale 

oly hit-squads had picked off some 350 victims, 
fellow Sikhs. They had forfeited any claim to 

s sanctuary. They might also have forfeited the 
sympathy of their co-religionists had it not been for the 
overnmenr’ s hamhandling of legitimate Sikh demands. 
Only a few months ago it would have been possible 
for Mrs Gandhi to negotiate an end to the Sikh agitation 
with the then moderates in the Sikh political party, the 
Akali Dal. Unlike the fundamentalists, the Akali Dal 
leaders are politicians who have held power and under- 
stand political give and take. When there was no give 
from the government across the bargaining table, the 


kalis were forced to take up a deadly competition with. 


the xtremists. 


Gandhi half-agreed to one Akali der 
controversial reference to Sikhs in India 
The militants responded with a new wav 
They did the same again last month wh 
ment released 200 jailed Akali leaders 

too late, to help the Akalis outface 
rivals. At the end of May the Akalis 

by threatening to prevent grain, wat 
moving out of Punjab. Efficient Sikh farm: 
provide more than half the grain on the I 
The prospect of a lid on this breadbaske' 
success of the army in quelling recent co 
Bombay, precipitated the decision to í 

in Punjab. 


Sikhs are still Indians l 
The army’s job will not be done until the last warr 
flushed out from his last refuge. Although the b 
ridden bodies of Sant Bhindranwale and. his. chi 
acolytes were carried out of the inner temple o 
Thursday, rounding up all his followers could ta 
months of much more effective police work ‘th 
Punjab has seen so far. But Mrs Gandhi should b 
preparing now for the next, political: stage of the 
confrontation in Punjab. If this rich and product 
province is not to become India’s Ulster, she has to try t 
dis-embitter the Sikhs. This means repressing her o 
instincts for turning the Punjab. crackdown into a vi 
for the Congress party and for north India’s Hindus. 
Four days before the storming of the temple, Mr 
Gandhi publicly spelt out her willingness to accommo 
date Sikh demands and appealed to the Akalis to si 
down with her. She conceded ground that had been | 
conceded before—on Sikh religious rights and article 25 
of the constitution. But she stopped short of removing 
some silly strings from the chief prize the Sikhs. are. 
seeking: exclusive use for Punjab of the purpose-built | 
capital, Chandigarh, now shared with next-door Harya- 
na. Chandigarh is a monsoon-stained chess-board in 
concrete, with no history, religious or otherwise. De- 
spite that, it has become for the Sikhs the symbol that 
Jerusalem i is to the Israelis. Failure to recognise this isa- 
failure of political imagination that helped lead Mrs- 
Gandhi down the cul de sac to this week’s Amritsar 
showdown. The battle won, she can now afford to 
appease the Sikhs and compensate their r neighbours i in 




















Haryana with cash for a new capital plus some logical 

border adjustments. Once the smoke has cleared she 

should go further, restore elected government to the 
empty assembly chamber in Chandigarh and invite the 

_ Akalis to join a Congress-led coalition there. 

If Mrs Gandhi does not show sensitivity to Sikh 

wounds in the wake of this week’s swoop on the temple, 


The summit round 


Welcome new trade talks only if their 
pitfalls are avoided 


Always looking for aspects of motherhood they can 
publicly and jointly support, President Reagan and the 
other western summiteers came to London this. week 
keen to launch a new round of trade talks. Anti- 
protectionism deserves a cheer, but heed some warn- 
ings before cheering too loud. 
_. The tactical advantages of launching a fresh trade 
round into the teeth of a protectionist gale are plain. 
irst,.a full round of multilateral talks under the 
‘General Agreement on Tariffs and Trade (Gatt) takes 
time. The trade negotiators would not settle in to 
Geneva until 1986, and could be there for four years. 
‘The sooner a start is made the better, especially as the 
Americans may be at a turning point in their attitude to 
trade and the Gatt. 
© America’s record on free trade is less bad than other 
countries’, but its visible trade deficit—heading for $120 
billion-plus this year—has raised a protectionist clam- 
our (see page 50). The Reagan administration is already 
alking to Israel about a “bilateral free trade area”. It 
‘may do the same with Canada and some south-east 
Asian countries. If that idea takes hold, the world will 
be heading for the bilateral deals that fostered the 
depression of the 1930s. A new Gatt round at least has 
the virtue of locking governments into their present 
multilateral commitment. 
_ The other good tactical reason for starting another 
trade round now is to force the 10 members of the EEC, 
who negotiate in Gatt as one, to clear their minds: 
erica and Japan had already said, in advance of the 
mmit, that they wanted a new Gatt round. 
















































oll back and widen 
ut heed the pitfalls. The big risk is that a new Gatt 
round might miss the point of substance that really 
needs to be tackled. The seven previous rounds have 
concentrated on trimming tariffs on industrial -trade, 
and a new one could spend four busy years with the 
scissors. Actually it would do more good if it raised 
_tariffs—provided it also found ways of abolishing all 
on-tariff barriers to trade and of bringing agriculture 
and services fully within the Gatt framework. 
Tariffs now average only 64% on.industrial goods, 
d the last (Tokyo) round agreed cuts of about a third 
that are already being phased in. But the past 10 years 
ve produced a host of quotas, “voluntary” export 






















“shé will open the 


ay new Bhin ale. Like : 
terrorists, the Sikh fundamentalists need to be isolat 
from the community on which they feed. But th 
community cannot be allowed to isolate itself from. the | 
rest of India. The most important principle asserted ir 
Amritsar this week is that India is one nation indivis 
ible. The next to be proven is that it offers justice for all 



















restraints, market-sharing agreements, indecipherabl 
customs forms . . . in short, all the paraphernalia th 
competent bureaucrats can contrive the morning 
their minister has made some protectionist promi 
the pots and pans manufacturers of Grimesville. N 
worthwhile Gatt round could ignore these measures, 
yet it risks getting bogged down in dealing with them 
Far better for each country to undo its own bilateral 
controls first, before a new round begins. a 

A Gatt round will also seem irrelevant unless it starts. 
to bring services within its scope. The share of jobs irm 
services is rising everywhere; in some countries it nowi 
exceeds two thirds of the workforce. Industrial coun». 
tries have found it tough to crack national restrictions», 
even in the EEC that has supposedly been building æ% 
common market for 25 years. But stronger opposition is: 
likely to come from developing countries, which oroi 
their service industries in the cause of national prestige 
(airlines, shipping) as much as from commercial fear of 
foreign banks, accountancy firms and the like. They 
may be tempted into Gatt talks on services only if the 
industrial countries agree to bring agriculture firmly 
within the scope of the Gatt. oe 

Big problems, no doubt with technical solutions. ° 
the technicians will get nowhere without strong politič 
backing. Over the next six or more difficult years, may 
the world’s leaders remember the risk of irrelevance— 
of turning the General Agreement on Tariffs and Trade 
into the Hopeful Agreement on Hardly Anything, and 
so giving protectionists the last laugh. 



















Man suddenly sees to 
the edge of the univers 


RICHARD CASEMENT, creator of 
The Economist's Science and 
‘echnotogy section, died in 1982. 
“This fine anthology . . . he wrote 
with extraordinary insight and 
industry”. 
Bernard Dixon, Tenes Literary 
Supplement. 


writers and the papers tor which 

they work”. 

dohn Maddox, Nature, 

“one sees how successfully he 

tackled the science writer's task: 

making subjects lucid for the 
laymen while keeping faith with 


i 
ON 
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at 


the facts". 
John Lovesey, Sunday Times. 





-o anin historical 
account of the inventions that have 
matured during the last seven 
years”. ' 
Adrian Berry, Daily Telegraph. 


“a splendid ilustration of the 
symbiotic interaction between 


_ Available at £4.95-tram: 
The Economist, 





e European parliament should be grateful 
ttention—even of the wrong sort 


e most striking thing abóut the European election | 


ueaking to be noticed in the 10 


El C is that it is not really European at © 


ns to the 434-member European parlia- 
eld, characteristically, under different 


_in each country and on two different 


and 17th. There are no Europe-wide 
di ates. National parties, not the 
arliamentary groups, control the 

Still worse, the main arguments of the 
not about ‘European issues. In every 
the EEC and its troubles are being 


be voting about. 
ce, the election is the chance for an unofficial 
n President Mitterrand’s bumpy first three 
ce. It will also test the cohesiveness of the 
‘opposition parties, which are fielding a 
ist but are quarrelling between themselves. In 
rmany, the results could choke off oxygen to 


ing centre-right Free Democrats and give a` 


the anti-nuclear Greens. The Italian Chris- 


mocrats will be jealously watching to see if the 

ity of the vigorous prime minister, Mr Bettino 

ialist party which he leads, has not 

for their taste. In Britain and in the 

tries, the pattern is broadly the same. The — 
sare particularly high in Greece. 

mark is the EEC at issue, and that is 


y would like their country to leave the community. 
it least suggest that in the other nine 
‘oters accept the community much as they do 


the weather. But that is not much to. boast of. 


Mi 


The campaign’s parochialism is b 


“those who long for a powerful parliam 


Europe. But even more down-to-earth su 
the community will probably think the. uroj 
ment deserves better. It is more thant 
caricature, where overpaid political 

their expenses and eat foie gras in St 
restaurants. The parliament has ; 
community budget. Its opinion has to 

the EEC issues directives. And it dae be 
into foreign policy. i 


Don’t be disappointed 

This is worthy work, but hardly ihe st 

election campaign, and certainly no com 

tribal wars of national politics. In th 

present uncertainty, this is probably a g 

if the voters were not stimulate 

domestic rivalries, it is unlikely 

turnout would be nearly two thirds of t 

eligible (slightly more than the 62% w 

the first direct election for the parliamen 

also doubtful whether the European ek 

have become a fixture in the political calen 

national parties did not find them useful as 
mock general election. 
For such small mercies, the fledgli 

parliament ought to be grateful. To be expl: 

national parties is better than complete ne 

time, the European parliament should be. abl 

this five-yearly interest ‘in its existence fo 

purposes. For now, let it be glad to be reme: 


s market share keeps growing, but its rivals can 


-with the right information 


most reclusive of companies, finds itself the 
intense public interest wherever it operates. 
g reason. The computer giant has a near- 
monopoly in some. important lines of the world’s 
fastest-growing, fastest-changing industry; and it be- 
haves not with the boring, innovation-suppressing con- 
rvatism. that everybody expects of monopolies, but 
th the aggressiveness of an upstart. What do you do 
ha monopoly like that? 


A preliminary answer is due some time this month 
om B russels. The EEC commission is about to decide. 
o press an antitrust ies oa against au 


that it has been investigating for the past oy years. 
Under negotiation is IBM’s latest settleme sal. 
The company’s publicity engines are runni 

throttle: Mr John Opel, IBM’s chairman, has 

that it might reconsider plans for expansion in ‘Europe i 
the commission gets the: antitrust remedy it wants. 

But the commission is on the right track. Whether its. 
talks with IBM produce a settlement or a court battle, 
the commission has correctly identified whati is needed 
for competition in this industry . : 
publicly-available information about IBM's pre 


that its- competitors can build machines that 





borane systems, and aliay 
em rarer neni Because of 


he standard-bearer’ 's burden 

itself this is a good thing. Customers sided standards, 
and the IBM standard for big computers is one that 
emerged over many years as a result of consumer 
choice. The fact that it is a standard set by a single 
ather than by a committee of companies or 
rts, need confer no special advantage on IBM. 
With its customers’ huge investment in machines de- 
signed to this standard, IBM is as much tied to IBM- 

compatibility as any of its rivals. 
_ But that is true only so long as IBM does not abuse its 
f sition—by, for instance, tinkering with the 
design of its machines for no other reason than to make 
it harder for its competitors to stay IBM-compatible. 
commission suggests that IBM abused its 


position in various ways. The main remedy it. 


scribe is an obligation by IBM to disclose, 

it announces a new product, enough 

technical i ‘ormation about it to enable competitors to 
machines to plug into it. 

ys IBM, is proprietary information that every 

ater pany keeps secret; the sort of informa- 

ion, indeed, that Hitachi was convicted in an American 

court in 1983 of trying to steal from IBM. Besides, IBM 

already releases enough detail about its 

let the plug-compatible companies com- 


hese responses lose their force if IBM has violated 
e law. The only way IBM could be required to make 


nin a coffee cup 


sip you ur cup of coffee this morning, ponder 


P blems of those who grew the beans 


ior my market after 


opea 
the new e ma ONI a areas of comp! 
and telecommunications. That will be p 
if IBM can put the antitrust suit behind i quickly. 

However the case comes out, the question of IBM’s 
market power will remain a lively one for both the 
American government and Europe: ; 
only has a three-quarters share of 
computer market; perhaps even more 
50% share of the world’s market. for compi 
sizes. It is hard to think of a young, energ 
any kind that has been dominated by a singl Se 
the way IBM masters computers. 

Still, there is no reason as yet to get overheated about 
IBM. Its main American plug-compatible rivals—Am- 
dahl, National Advanced Systems and Mr Gene Am- 
dahl’s Trilogy—look much weaker than they did even 
six months. ago. New challengers, though, principally 
from AT&T and the Japanese, are on their way. IBM is 
taking them seriously: it is stripping itself down to meet 
them, by swiftly converting its computer-leasing ar- 
rangements to outright sales to generate ‘capitals now 
and pricing flexibility later. 


competitive heat from the early plug-compatible 
puter-makers in the 1970s, IBM was starting to get fat 
and lazy. Innovations were slow in coming; price- 
performance ratios slower in falling. IBM should pray 
for the health of its plug-compatible rivals. A- real 
monopoly is all bad news. If IBM achieved one, ev 
the most laissez-faire antitrust regulator would. ran 
put a stop to it—even if it required such undesirab' 
means as subsidising rivals or crippling IBM. 


‘Coffee price ea 





dependent on sonupodites for th i 
cannot cope. ; 
This is why all.: 
consuming countri 
ecenth 


away in arenon 


With: too m 
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THE ONLY INTERNATION 
DEFENCE WEEKLY 


The internationally acknowledged au 
Jane’s combined with the constant u date í 
the very latest developments in defene 
matters worldwide —that’s 
Jane’s Defence Weekly. ees 
No other defence journal has the pedigree of | 
such objective reporting and now no other 
journal can be so instantly responsive i 
reporting — bringing you the news as it 
happens anywhere at any level, be jtt 
the scenes or in action. 
For anyone concerned with defene 
it is indispensable reading. 
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nternational commod- 

igned. None has worked 

t worked at all. The reason is 
inclined to scupper the agree- 
yore if the price is fixed artificially 
re es get harder to maintain because 
urage consumers to buy more. Most of the 
ve tried to mop up surplus production in 
buffer stock has yet proved big 
prices steady. The. least unsuccessful 
ve been those for tin and coffee, because 
posed export or production quotas. The 
is that they carve up the market to the 
blished TO Newcomers aré often 



















ent or the Macao or indeed the Rinasci- 
f iento? Western man has a passion for novelty, which 
he used to indulge once a century or so and now 
nce a decade, or every ten days if he can. 
western men do; the western majority 
drags: along, expostulating crossly, one 
ometimes several, behind the times. 
comfort: for the innovators is that the 
sntually catches up: look what happened to 
s Wagner or those dreadful daubers, 
ts. Such thoughts are today consoling 
tectural modernists, whose dreamworld 
last week by their future king in two 
A “glass stump” Prince Charles called the 
Mies van der Rohe tower that a developer 
p in the City of London (with added rude 
ontentious extension to the National 
ower will never be built, and 


ught for the 
harles and the 


In consequence, it ‘is se 
producing countries from see: 

when so many of them need ex 

their bank debts. Brazil gets 9% of its 
earnings from coffee; Colombia gets 
earnings (excluding drugs). Such coun 
rigged prices to manage their affairs; wh 
reasonably predictable cash flow across” 
changes. 

Instead of wrangling over commodi 
both producers and consumers cou. 
learn the lessons of the IMF’s compensatory. financi 
facility. During the past three years, in which the dollar 
value of The Economist’s commodities index fell 16%, 
the IMF has lent $6.6 billion to poor producers with less 
fuss, and less market distortions, than signatories to- 
commodity agreements have ever achieved. 





























































rins of today” s Western culture will have to live with: 
The prince has been called a reactionary. In one 
sense, he is. But he is also precisely in touch with his: 
times. The real reactionaries are those who want to foist 
the dogmas of 50 years ago on a resistant world. Ths 
greatest of those dogmas—extending far beyond arc 
tecture—was that the professionals know best. That 
was a natural assumption in the age of the dictators and 
oligarchs: any revolutionary knows that the people are 
too stupid to understand what’s good for them. 
abolissons le peuple, But in this degenerate age 
market, the people is shamelessly refusing 
ished. It insists it likes living in houses, not 
hen-coops. It wants richness, not purity; 
calculated, let alone random, smears of acr 
not tonalities. It will even read poems, pı 
rhyme and scan—Britain’s popular Dail 
paper has just appointed a real live p 
prints real poems that do both. | 
_ That this is Lise taste is 


like Wagner 
< time to join the vo 
have done it. When 


Plantations = 
Profit before interest £22.1m (1982 £24.6m) 
Although crops were lower, owing to prolonged drought, this setback 


was more than offset by buoyant sentiment for rubber, palm oil, cocoa, , 


ffee and tea, which enhanced returns sue orca tobe firmness has 
persisted into 1984 particularly in respect of the edible commodities as 
resultoftheimprovedeconomicclimate. 


i. Chemicals and Indu 


y -although this does not yet extend to Canada. The Linatex operations 
ave produced good results. 


Property disposals 

` Profit before Asia 9 Am (1982 £10.1m) , 

In 1982 significant property disposals took place within the Group, 
particularly in Malaysia, giving rise to disposal profits of £10.1 million, 
These were not repeated in 1983, °° 


ORDINARY DIVIDEND. 


(4,517) 

26,066 
49.1p 

____ 34p 


+ É # +. L 
Timber and Building Supplies — 
Profit before interest {11.6m (1982 £7.9m A 
Profits of the Sabah Timber Group were much improved and it is 
expected that this growth will be maintained, Australian’ a 


‘have expanded profitably both in New South Wales and Victori 


£6.8m (1982 £6.5m) 
uffered a set ck from: the: rec 
intere: 


Finance 
Profit before interest {9.9m (1982 {3.9m) 

The substantial increase:in this division includes: lea 
together with the investment of flinds generated from th 
in 1982. : : a : 


Extraordinary items  —s_ 
In 1983 this represents the adjustments arising from th 
Bill. In 1982 it relates tothe net surplus on disposal } 
Harrisons Malaysian Estates. PLC and related transactions, _ 


A final dividend of 26p per share is recommended by the Board, making a total for 1983 of 34p per 
a share, this being 9.7% up on the total dividend of 31p per share for 1982. 


. ONE CAPITALISATION ISSUE 


iso recommends a capitalisation issue of one Ordinary share of £1 for each Ordina 


1 4th June 1984. 
OSPECTS 


_ The improved performance during the latter part of 1983, particularly in the UK and 
_ Europe, has been maintained during the opening months of 1984. More optimism exists 
about economic conditions which affect our business in North America. e o e 


~ Commodity prices remain firm. 


- The compa ative figures for the year ended 31st December 1 82 





The Accounts for the year ended 31st December 1983 have been 
approved by the Shareholders’ Meeting held in Genoa under the 
Chairmanship of Mr Alberto Boyer. 


Gross profits were 25.1 per cent up on the previous year at L591.3 . 
billion ($356.3 million). After a taxation charge of L161.4 billion 

($97.3 million) and depreciation and allocations amounting to L387.5 

billion ($233.5 million), net profits were L42.4 billion ($25.5 million) 

of which L15 billion was appropriated to Reserves and L27.2 billion 

to the Shareholders in the form of a L85 dividend per share. 


re Ai PORE Pe 


-The Shareholders’ Meeting also approved a resolution to increase 
the Bank's capital from L160 billion to L320 billion by way of a L110 
billion bonus issue and a L50 billion rights issue, which will bring 
Shareholders’ funds to L1,607 billion, i.e. close to the $1 billion 


ollar. mark. 





INTERNATIONAL 


The sant's last march 


India does what it had to do 


FROM A CORRESPONDENT IN DELHI 


Indira Gandhi’s government has reached 
the end of its tether, and the end of its 
credibility. Despite a steady flow of in- 

pired optimism—and occasional success- 
es—its policemen and paramilitary units 
were failing to break the back of Sikh 
terrorism in the northern state of Punjab. 
The killing of Hindus, heretical Sikhs and 
Sikhs who were merely prepared to settle 
for less than the most extreme demands 
of their community’s hotheads not only 
continued but escalated. The death toll 
reached 250 in six months. 

The first steps towards sending in the 
army were taken on May 28th. India’s 
Sikh president, Zail Singh, was called 
back from a regional tour. Senior officials 
of Mrs Gandhi’s Congress party openly 
acknowledged the threat to their election 
prospects posed by the Punjab blood- 
letting and the recent outburst of Hindu- 
Moslem violence in Bombay. A military 
operation had become a political as well 

` as a security necessity. The alternative 
was capitulation and electoral collapse. 

In the event, resistance in the Golden 
Temple of Amritsar was more spirited, 
the arms more sophisticated and the 
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bloodshed higher then anyone had ex- 
pected. The final death toll of Mrs Gan- 
dhi’s D-Day will be more than 300. In the 
decisive battle for the holiest of Sikh 
shrines on June Sth and 6th, 48 soldiers, 
including one officer, were killed and 110 
wounded, with another 12 presumed 
dead. 

On the militant side, 250 were killed, 
including the ayatollah-like leader, Sant 
Bhindranwale, and two of his most fanati- 
cal aides, “student ” leader Amrik Singh 
and a cashiered former general, Shabeg 
Singh. The leader of the more moderate 
Akali Dal faction, Sant Longowal, sur- 
rendered quietly. The price was steep but 
most Indians, including the opposition 
parties and the independent press, ac- 
cepted that it had to be paid. 

The government had been getting no- 
where in negotiating a settlement of Sikh 
and Punjabi grievances. Sant Longowal 
could not compromise so long as the 
gunmen were at his back. Although for- 
mal negotiations were broken off in Feb- 
ruary, discreet contacts continued right 
up to last week, through opposition politi- 
cians, through well-meaning Sikh inter- 


mediaries, but also directly between Sant 
Longowal and the Congress party. 

To no effect. Mrs Gandhi’s son and‘, 
political heir, Mr Rajiv Gandhi, was 
heard complaining that Sant Longowal 
was constantly changing his line, and had 
not thought through his demands. He 
asked for a law governing Sikh temples 
and the codification of Sikh personal law, 
without any clear idea of what either 
should contain. The Akali leader was 
being pushed further and further into 
imitating the extremists in a desperate 
effort to preserve his own authority. The 
defeat of the extremists’ hit-squads and 
their guru, Sant Bhindranwale, was a 
prerequisite for a political solution. The 
banning of the All-Sikh Students’ Federa- 
tion, his main recruiting ground, was 


` admitted to have achieved nothing. 


So on the first weekend in June the 
army, pride of India and symbol of its 
unity, was deployed at last. The risks 
were high and recognised. Any serious 
damage to the Golden Temple could well 
cause widespread Sikh fury, especially in 
the Punjabi villages where Hindu shop- 
keepers are a vulnerable minority. Mrs 
Gandhi warned Hindu as well as Sikh 
extremists not to exploit the crisis. A Sikh 
general, Ranjit Singh Dayal, a name 
echoing the last king of Punjab, was put 
in charge of the operation. 

The government went to extraordi- 
nary, not to say undemocratic, lengths to 
make its action a success. The entire state 
was immobilised by curfew, by a ban on 
road, rail and air transport, and by strict 
censorship. Foreigners (for which read 
the foreign press) were barred from en- 
tering the state, and those already there 
were shut up in their hotels, then bundled 
out under police escort, along with Indian 
nationals who work for foreign media. 

Most of the issues on the Sikh agenda 
can be settled quickly, given the will on 
both sides. Mrs Gandhi said on June 2nd 
that she is ready to meet the Sikhs more 
than half-way on land and water disputes, 
and to redefine the status of their reli- 
gion. But in the labyrinth of the relation- 
ship between India’s states and its central 
government, the last remaining issue is 
not going to be easy. The Sikhs want 
Chandigarh, le Corbusier's transplanted 
new town, as the exclusive capital of 
Punjab. At present it is shared with its 
Hindu sibling state of Haryana. The gov- 
ernment has agreed in principle, but 
insists that Haryana must be compensat- 
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ed—not just with enough rupees to build 
a capital of its own, but with a slice of 
Punjab. ' 
So far the Akali Dal has refused point- 
blank. The proposed trade-off—the 
transfer to Haryana of two predominantly 
Hindu villages which are not contiguous 
to Haryana—the party says is non-nego- 
tiable. At another time Mrs Gandhi might 
simply have told the Haryana state gov- 


ernment to settle for less. But this is an 


election year, and Mrs Gandhi needs the 
votes of north India’s Hindus. In 1980 the 
Haryana chief minister, Bhajan Lal, took 
his entire government out of the opposi- 
tion Janata party into Mrs Gandhi's Con- 
gress as soon as Mrs Gandhi returned to 
power in Delhi. What worries the Con- 
gresswallahs is that he might just as easily 


take it back. 


Gulf war 


The Saudis provide 
the tilt to Iraq 





Iraq has achieved one of the aims it 


presumably had in mind when it expand- 


ed its war with Iran by attacking ships in 
the Gulf. The war has now become, 
however tentatively, an Arab-Iranian 
conflict, with the United States standing 
helpfully behind the Arabs. 

The cautious Saudis are still edging 
crabwise into battle. They first defined 
the aircraft they destroyed on June Sth as 


~- a mere “aerial target’; it was left to a 


Pentagon spokesman in far-off Washing- 
ton to say that an Iranian Phantom, and 
possibly two, had been shot down. The 
Saudis’ wariness is understandable. If 
they do not fight, they will continue to be 
seen as a quaking giant at the mercy of 
Iran, hoping foolishly to buy off the 
possible new master of the Gulf. If they 
do fight, they offer the Iranians vulnera- 
ble targets such as desalination, gas and 
electricity plants. 

Even so, fight they eventually did, up 
to a point. They seem to have been 
pushed into action by a desire for self- 
respect, and to quell doubts about the 
efficiency of their huge defence pro- 
gramme, plus abundant and highly publi- 
cised new American military assistance. 

One or two Phantoms brought down do 
not make a battle, still less a war. But 
Tuesday's little dog-fight proved that 
Saudi Arabia’s F-15s, guided by Ameri- 
can Awacs radar aircraft, can turn Iran’s 
Phantoms into sitting ducks—and Iran’s 
aerial strike force consists entirely of 
Phantoms. This means that the Saudis, if 


-> the battle is pressed, should be able to 


win control of the skies of the Gulf. That 
would dispel the big fear of all the Gulf 
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FROM OUR LEVANT CORRESPONDENT 






Ayatollah Khomeini seems to be worried 
about the loyalty of the Iranian clergy. 
On May 30th he proclaimed that, while 
the United States “does not have the 
guts to enter Iran”, agents in Iran of 
“outside powers” were creating “rifts” 
among the ulema, the ministers of Islam. 
His theme, reiterated in four speeches 
this year, is that Iran has performed 





States, of an uprising by local Shias sup- 
ported by an Iranian invasion across the 
Gulf. Without air cover, such an Iranian 
expedition would be desperately risky. 
The only question still nagging at the 
Saudis is how dependent their F-15s are 
on Awacs guidance, and how long the 
United States will make the Awacs 
available. 

Nobody failed to notice that the Ameri- 
cans, saying “me too”, pushed them- 
selves into the picture on Tuesday by 
emphasising the part played by their 
Awacs and refuelling tanker aircraft. This 
was not really necessary: it was known 
that these aircraft were in place, and 
almost bound to be used. The Americans 
were under pressure to show their willing- 
ness to act after their pledges to keep the 
Gulf open. Once the Iraqi-Iranian ding- 
dong of sinking tankers had started, they 


The ayatollah’s home-front blues 









wonders but that its enemies, unable to - 
attack from outside, are weakening it 
through subversion at home. 

On May 15th the ayatollah upbraided 
men of religion who have ad ru- 
mours against “or, God forbid, insulted 
honourable members of the council of 
guardians”, the Islamic watchdogs of the 
revolutionary government. On May 2nd 
he accused foreign foes of “fighting Is- 
lam in the name of Islam”; they “make 
use of naive ulema and false pretenders 
so as to corrupt us from within”. 

That there are divisions among the 
ruling clergy about the war was con- 
firmed on March 6th, when Ayatollah 
Khomeini said that some religious men 
asked him, “Why can’t there be peace? 
For how long should our young people 
continue to be killed?” Earlier he had 
hinted that army recruitment had be- 
come difficult. “Young people should go 
to the front. ..They should not sit 
around and wait for others to do: their 
job for them.” 

The clergy too, it seems, have been 
less than keen to go to the front. Ha- 
shemi Rafsanjani, perhaps the second 
most powerful man in Iran, hit out on 
April 26th at “theologians who sit in a 
corner and complain all the time”. After 
repeated appeals from ayatollahs, large 
numbers of ulema have recently been 
reported in the war zones, perhaps in 
preparation for Iran’s “final offensive”. 

This week the offensive was forecast 
for the umpteenth time after American 
intelligence intercepted a message from 
Ayatollah Khomeini to his soldiers: June 
Sth—the 21st anniversary of a Khomeini- 
inspired uprising against the Shah—was 
to be an “epic day” for Iran. It was, of 
sorts. For the first time since the Gulf 
war began, Iranian aircraft were shot 
down by the Saudi air force. 






































could not afford anything that would look 
like a Lebanon-induced failure of Ameri- 
can nerve. : 
Now that the Saudis have shown that, 
with some American back-up, they can 
look after themselves in the air, the 
United States is to that extent off the 
hook. As if to prove that it is solidly 
behind the Saudis, America has been 
lavishing even more military equipment 
on them. In addition to the Awacs tank- 
ers and Stinger anti-aircraft missiles al- 
ready provided, the Americans have sent 
extra fuel tanks and air-to-air missiles for 
the F-15s, and the Raytheon company is 
installing ground-to-air missiles around 
the main Saudi oil facility at Ras Tanura. 
In perspective, the air war over the 
Gulf has so far been fairly small in scale, 
and Iraq has so far got the better from it. 
Since mid-April the Iraqis have sunk or 
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that they are willing to try to 
defend themselves, But the other Gulf 
< states are wide open, especially Kuwait, 
which is very close to Iran. The United 
States, rejecting Kuwait’s request for 
ngers, has said that it must either defend 

“ jtself.or rbe defended by the Saudis. 
-may have been a touch of des- 
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“not  focpen th the destruction of the Irani- 
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Japanh andthe í Gulf _ 
; Big spender, small 





voice 


FROM QUR TOKYO CORRESPONDENT 


When. all else fails, send for Superman. 
Japan’s prime minister, Yasuhiro Naka- 
sone, seemed eager to take the role. 
Perhaps he, alone of earthlings, could do 
thé impossible: end the war between Iran 
and Iraq. 

Japan has economic interests in both 
countries, and much to lose if oil stops 
flowing from the Gulf. Yet, despite Mr 
Nakasone’s instinct for the diplomatic 
stage, and some prodding from the Unit- 
ed States, Japan has as usual shrunk back 
from a chance to play a spectacular inter- 
national role. So far, it has acted merely 
as a message-carrier between Iran and 
Iraq. The foreign ministers of the two 
countries have visited Japan separately 
during the past two months. A Japanese 
diplomat has been shuttling between 
Baghdad and Teheran for ‘the past few 
weeks, to assure each side of Japan’s 
even-handedness. 

The foreign ministry’s caution arises 
partly from an absence of ideas about 
what to do in the Gulf. Pressure one way 
or another could injure Japan’s interests. 
Some 65% of its oil comes from Gulf 
states—which makes it more dependent 
than any other big economic power—and 
11% of it comes from Iran. Kuwait and 
other Arab states have urged Japan to 
stop buying Iranian oil. But Japanese 
companies want to keep sweet with the 
mullahs, and not only because of the oil 
flow. 

A big petrochemical project under con- 


The watching-warning Awacs made It possible 









war. Even in Asi 5 
initiatives in recent years to develop co- 
operation between countries in the Pacif-. 
ic basin have. received a suspicious re- 
sponse. So Mr Nakasone. finds himself _ 
isolated in his desire to a bravely out- 
side Asia. There is no domestic push for 
an assertive policy: oppositi 
factions of the ruling Liberal Der 
party and the media have all d 
tion. Mr Nakasone’s change of sy mâ 
have shifted attitudes a jot or tw 
there is still far to-go before Japan plays a” 
political role commensurate with its eco- 
nomic power. 


China 


Comrades go 
shopping 


China’s senior comrades, anxious to pro- 

mote the work ethic among the ‘masses 

back home, are keeping up an exemplary 

pace of their own abroad. On May 30th,” 
China’s prime minister, Mr Zhao Ziyang, 

left Peking for an 18-day European tour 

which takes him to six countries. On June 
5th, China’s defence minister, Mr Zhang 
Aiping, set off on a month-long look 
round some of the non-communist 
world’s modern defence’ industries in 
France, the United States, Canada an 
Japan. Both Mr Zhao and Mr Zhang, an 
a phalanx of less exalted Chinese officials 
who have fanned out through foreign” 
countries in recent weeks, are after. the . 
same thing: western trade and technology. 
to cis China’s ambitious modern : 









































try’s nascent oil and nuclear | powe ' indùs- 
tries. On May 30th, as he arrived.in Paris, 
the largest French oil company, Total, 
announced it would begin preliminary 
drilling for oil in the South China sea. Mr 
Zhao drank.tea on the edge of a pressur- 
ised water reactor ae built by the 
F 






“a agreer 
plant to be built in Canton by Frama-. 
‘tome, using British turbines. West:Ger- 


many and the United States, among oth- 
ers, are also bidding for a share of the 
estimated $20. billion. worth of contracts: 
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A natty nuclear handshake for Mitterrand and Zhao 


for the development of China’s nuclear 
power industry over the next 15-20 years. 

China is now a member of the Interna- 
tional Atomic Energy Agency, but it is 
unlikely to be pressured too hard to 
accept IAEA safeguards against the 
transfer or diversion for military uses of 
any nuclear technology it buys. The 
Americans declared themselves satisfied 
with a nod and a wink on that score from 
China so as not to spoil President Rea- 
gan’s trip to Peking in April. Order- 
hungry Europeans are unlikely to be any 
more fastidious. 

The Framatome deal is a good example 
bf why Mr Zhao is so interested in 
vestern Europe. Although China can get 
most of what it wants from either the 
United States or Japan, Europe offers an 
alternative source of both technology and 
finance—and western competition for the 
China market, as the canny Mr Zhao 
knows, is good for China. Mr Zhao 
pointed out that last year China increased 
its buying in western Europe by 37%, 
though Europeans still provide only 7% 
of China’s imports. In Brussels Mr Zhao 
urged the EEC to extend its preferential 
tariffs to the full range of China’s exports, 
instead of the limited range of goods 
covered since 1980. 

The defence minister’s tour is being 
played in a lower key. Unlike the Chinese 
delegations that toured western armour- 
ies in the late 1970s, oohing and ahing but 
buying next to nothing, Mr Zhang has a 
definite shopping list. It represents a 
compromise between the almost bottom- 
less needs of the army and its straitened 
means. He is expected to look at modest 
equipment purchases, with the hope of 
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future deals for part-assembly by Chinese 
factories or preferably co-production 
agreements which would enable China to 
use western military technologies to up- 
grade the weapons it already has. In the 
meantime, however, some quick fixes are 
needed to plug the most obvious gaps in 
China’s defences, such as anti-tank and 
anti-aircraft weapons, plus detection 
equipment and radar. 

Mr Zhang is beginning his trip in 
France, which makes no secret of its hope 
to sell China some Mirage 2000 fighter 
aircraft. But the most important spending 
spree will be his two-week tour of the 
United States, due to begin on June 9th. 
A delegation led by Mr Zhang’s son 
visited Washington earlier this year in 
order to drag a fine-tooth comb through 
the American regulations on arms sales 
and so smooth the way for Mr Zhang’s 
visit. Firm orders are not expected until 
later this year. 

China’s soldiers got their military ranks 
back last month, 19 years after Chairman 
Mao abolished them. Some shiny new 
weapons would go even further in restor- 
ing their professional pride. 


Nicaragua 


What deal? 


He came, he saw, he baffled. The unex- 
pected trip by the American secretary of 
state, Mr George Shultz, to Nicaragua on 
June 1st ostensibly got nowhere. State 
department. officials in Washington 
claimed that “no breakthroughs” were 
achieved, or even expected. Mr Miguel 


ar 
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d’Escoto, Nicaragua’s foreign minister, 
dismissed the visit as a “little bit of 
makeup on the face of the Reagan admin- 
istration” and a “publicity stunt.” Not so. 

Mr Shultz went to Managua to tell the 
Nicaraguans to negotiate or face a possi- 
bly lethal escalation of the attacks by 
American-backed “contra” guerrillas. A 
big contra offensive is expected in late 
summer, to coincide, perhaps, with a new 
drive by El Salvador’s left-wing guerril- 
las. Mr Shultz is also thought to have 
pointed out to his Nicaraguan hosts that 
the pressure to send American troops to 
Central America would grow if the civil 
wars in Nicaragua and/or El Salvador 
were to get larger. 

The secretary of stat offered the Nica- 
raguans a deal, based on the Contadora 
proposals, worked out by Colombia, Pan- 
ama, Venezuela and Mexico (which 
helped arrange his visit to Managua). The 
benefits of an agreement for Nicaragua 
would be a curb on the contras and the 
resumption of American trade and aid for 
Nicaragua’s hard-pressed economy. The 
two countries set up a working party to 
see if the twain can meet. 

Whether a deal is possible before the 
American and Nicaraguan elections in 
November depends on creating a mea- 
sure of mutual confidence. The Sandinists 
are not just indulging in rhetoric when 
they say they do not trust the United 
States. The foreign minister pointed out 
that while Mr Shultz was in Managua 
talking peace, “dozens of our fellow com- 
rades were being buried” as a result, he 
claims, of CIA action. 

One of the Contadora conditions— 
commitment to democratic elections—is 
already being tested in Nicaragua. The 
Sandinists have been tracking backwards 
and forwards since they announced an 
election for November. Last month they 
added a month on to the two-month 
campaign originally promised. The extra 
time was welcomed by the largest opposi- 
tion party inside Nicaragua, the Demo- 
cratic Conservatives. Parties have so far 
not been allowed to express their views at 
all under the state of emergency. 

On May 31st, however, the Sandinists 
unexpectedly extended the state of emer- 
gency for 50 days. The opposition will not 
say whether it will run in the election, or 
nominate candidates, until the emergency 
is lifted; non Sandinist parties will have 
only five days to submit their lists when 
and if it expires on July 20th. 

Another question is whether the oppo- 
sition outside Nicaragua, which probably 
has more support than the rump left 
behind, will be allowed to stand. Mr 
Alfonso Robelo, the political head of the 
more moderate contra group based in 
Costa Rica, the Democratic Revolution- 
ary Alliance (Arde), has been pressing 
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Who tried to get Zero? 
for guarantees from the Sandinists that 
would allow him to return safely and 
organise a political party. Last week he 
decided that peaceful means were ex- 
hausted and that Arde should launch an 
all-out civil war, joining up with the 
Nicaraguan Democratic Force (FDN), 
the anti-Sandinist army operating out of 
Costa Rica. 
Mr Eden Pastora, Arde’s military chief 
and a former Sandinist war hero, is bitter- 
ly opposed to any ties with the FDN, 
whose officers are members of the late 
unlamented Somoza’s National Guard. 
He summoned a press conference on May 
, 30th to denounce Mr Robelo’s decision. 
_ The gathering at his jungle headquarters, 
_ just across Nicaragua's border from Costa 
Rica, had scarcely begun when a bomb 
went off; the rebel leader was injured, 
. eight people were killed and 26 were 
injured, most of them journalists. 3 

` + Among the injured was Miss Susan 
Morgan, The Economist's Central Ameri- 
ca correspondent, who was closest to the 
bomb. She and some of the other casual- 
ties were taken on a nine-hour journey by 
dug-out canoe and road, to a hospital 
. north of San José. She was later flown to a 
hospital in Florida where she is being 
treated for burns and broken bones. Miss 
Morgan has a way of being where the 
action is: she was one of the first journal- 
ists to enter San Juan del Norte when 
Arde briefly occupied it in April. 

Who set off the bomb? Possibly a man 
masquerading as a Danish journalist, who 
is now being sought bythe Costa Rican 
and Danish police. Who was behind him? 
Fingers have been pointed—at the CIA 
(very unlikely: for all Mr Pastora’s cuss- 
edness, he is an ally America can ill afford 
to lose); at members of the FDN (possi- 
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ble: the FDN goes in for bomb attacks); 
and—the ‘theory held by Costa Rica’s 
president—at the Sandinists themselves 
(most likely: Mr Pastora, who has a large 
following as the former Comandante 
Zero, is probably their most dangerous 
enemy). Mr Pastora, recovering in a 
Caracas hospital from shrapnel wounds 
and burns, said this week he would be 
back in action within two months. 


Haiti d 
Smouldering 


Watch out for picturesque slums in Amer- 
ica’s backyard: they sometimes go bang. 
During the past fortnight sporadic rioting 
has broken out in two Haitian cities, 


Gonaives and Cap Haitien, leaving at , 


least four people and probably more dead 
and hundreds injured. A few clashes were 
reported in the capital, Port-au-Prince. 
The spark for the outburst was the public 
beating of a woman by a policeman. The 
army was called in to restore order. 

Haitians may be finding new courage. 
For nearly three decades they have been 
sullenly subservient to successive Duva- 
liers: “Papa Doc”, who ruled for 17 
years, and his son, President-for-Life 
“Baby Doc”, who inherited the family 
fief in 1971. The main instrument of both 
Duvaliers has been the notorious secret 
police force, the Tontons Macoutes. Un- 
der American pressure to improve human 
rights or forfeit $50m a year in American 
aid, Mr Duvalier renamed the Tontons 
Macoutes the National Security Volun- 
teers and held a general election, in 
February this year, though he debarred 
the main opposition parties. 

This tiny opening could have embold- 
ened people to take to the streets. But the 
motive for the riots was more likely 
economic than political. Tourist earnings 
have slumped now that Americans are 
staying away from the country that gave 
them Aids, the killer disease which chief- 
ly affects homosexuals. Bread prices have 
been rising steeply over recent weeks. 
Most Haitians still live in hardboard and 
corrugated iron shacks without sanita- 
tion. They have motive enough to crack 
the pedestal of the Duvaliers. 


Chile 
Shy terrorists 


FROM OUR CORRESPONDENT IN SANTIAGO 


More than 200 bombs have exploded near 
electricity installations and banks in Chile 
during the past five months. Who set 
them off? Terrorists, says the government 
of General Augusto Pinochet. Chile’s 


secret police, the CNI, say the govern- 
ment’s opponents. A 
‘ Opposition allegations gained credibil- 
ity on June 4th when Mr Hector Munoz, 
an accountant, told a press conference 
called by a Catholic human rights group 
in Santiago that he and his wife had been 
arrested in the street by CNI agents, 


interrogated and given a beating, during 


which Mr Muñoz passed out, When he 
came to, he was alongside a canal with a 
bomb ticking nearby. He~- kicked the 
bomb into the canal and went into hiding. 
Later he read in the newspapers that his 
wife had been found dead—blown up, 
according to the police, while trying» to 
bomb an electrical installation. 

The CNI denied that its agents had 
arrested the couple, but the interior min- 
ister, Mr Sergio Jarpa, has ordered ay 
investigation. The Catholic group is p al 
ing for another inquiry into the death of a 
man killed last month in what the CNI 
said was a shootout. The man’s family 
claims that his body showed signs of 
torture. 

Mystery still surrounds an explosion in 
Santiago’s underground railway on April 
29th, which injured 20 people. A new 
leftist group, the Manuel Rodriguez Pa- 
triotic Front (named after a Chilean inde- 
pendence hero) was blamed, but denied it 
fiercely: gunmen invaded the offices of a 
news agency in Santiago and forced re- 
porters to put out the front’s disclaimer. 
General Pinochet recently decreed a new 
anti-terrorism law giving the police wider 
powers against suspected subversion. But 
do the police have the power to police 
their own? : 


Canada 


John, Jean, or 
could it be John? 


FROM OUR CANADA CORRESPONDENT 


Mr John Turner will go into the Canadian 
Liberals’ convention on June 16th with a 
clear lead over his six rivals for the party 
leadership; but it is not yet a foregone 
conclusion that he will be elected to 
succeed Mr Pierre Trudeau as leader, and 
thus as prime minister. The man who 
resigned from Mr Trudeau's cabinet in 
1975, for reasons that are still disputed 
(was it a clash of views about pay re- 
straints, or mainly sheer rivalry between 
the two men?), has found it difficult to 
change the manners of a Toronto corpo- 
ration lawyer into the less stiff ones of a 
politician. 

His main rival, the boyishly affable 
energy minister, Mr Jean Chrétien, has 
conducted an emotional campaign, strong 
on patriotism. He has the more impres- 
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Turner floats on the wave 


sive political record. During his 12 years 
in the cabinet he has played major roles in 
negotiating the new constitution, in fight- 
ing Quebec separatism, and most recently 
in making energy agreements with some 
of the provinces. His vigorous campaign 
for the leadership has won him an unex- 
pected amount of support. He claims 
that, after this, it would be easy for him to 
defeat the Conservative leader, Mr Brian 
Mulroney, in a general election. And an 
election is now imminent. 

Mr Turner was originally coaxed back 
into politics by members of the Liberal 
establishment who saw him as the party's 
only hope of reducing the Tories’ huge 
lead in the opinion polls—which was as 
much as 22% a few months ago. In March 
that lead melted like snow, and the two 
latest polls have even put the Liberals 
ahead, for the first time since 1981. Mr 
Turner’s rather colourless performance 
may not have contributed much to this 
advance; but last week a sample poll 
indicated that a Liberal victory would be 
slightly more probable with him than with 
Mr Chrétien—and this is what will count 
with the delegates next week. 

But if Mr Turner falls far short of an 
overall majority in the first ballot, he may 
be in trouble. Mr Chrétien would be 
preferred by most of the other five candi- 
dates (who are all colleagues of his in the 
Trudeau cabinet), although it is uncertain 
whether they could get their supporters to 
switch to him. The economic develop- 
ment minister, Mr Donald Johnston, and 
the employment minister, Mr John Rob- 
erts, have enhanced their reputations 
during the campaign with thoughtful 
speeches. At present they seem to have 
too little first-ballot support to be credible 
compromise candidates; but a three-day 
convention has its own chemistry. 
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Ghana 


Enemy on the loose 


FROM OUR CORRESPONDENT IN ACCRA 


A quiet flit by an ex-sergeant could spell 
trouble in Ghana. The already coup- 
nervous Flight-Lieutenant Jerry Rawl- 
ings, who has fended off at least four 
attempts to unseat his authoritarian rule 
in the past two years, now has to worry 
about the exit from the country of Ser- 
geant Akata-Pore. The former member 
of Mr Rawlings’ junta commands the 
loyalty of northern soldiers who accuse 
Mr Rawlings, a southerner, of ineptitude. 
Some of Mr Akata-Pore’s disciples have 
fled to neighbouring Togo and the Ivory 
Coast. From there they have conducted 
periodic but ineffectual raids. 

Mr Akata-Pore may now pep the dissi- 
dents up. He should have a good Ghana- 
ian network for his subversion, because 
he once served as secretary of Mr Raw- 
lings’s “‘people’s defence committee” of 
the armed forces, travelling throughout 
the country to drum up support among 
soldiers after Mr Rawlings’s second com- 
ing at the end of 1981. The next year he 
was imprisoned for launching a coup of 
his own.’ In January this year he was 
released. He has now joined other Gha- 
naian dissidents in London. 

Ghana’s abysmal economic record, the 
result of government mismanagement 
and a depressed price for its main com- 
modity export, cocoa, is the root of the 
country’s instability. A 50-kilo bag of 
maize has doubled in price to $34. Petrol 
is almost unavailable. Factories ‘operate 
at 10% of capacity because of shortages 
of raw materials and foreign exchange. 

Mr Rawlings has been wobbling on a 
tightrope between demands for economic 
reform by western aid-donor countries, 
the World Bank and the International 
Monetary Fund, and calls for better food 
and wages from the hungry and the poor. 
Mr Akata-Pore thinks he can push Mr 
Rawlings off. Mr Rawlings is said to be 
thinking of calling in the Cubans to keep 
himself in place. 


Ethiopia 
Full Marx 


FROM A CORRESPONDENT IN ETHIOPIA 


Ethiopia is to have a political party by 
September. It will make little difference 
to the authoritarian nature of the military 
government which has ruled the country 
since taking power from Emperor Haile 
Selassie in a coup in 1974. But it will lend 
Leninist respectability to Lieutenant-Col- 
onel Mengistu. Instead of running Ethio- 


pia as leader of the provisional military 
administrative council, he will do so as 
head of the Ethiopian Workers’ party. 

The new party is likely to make Mr 
Mengistu feel less dependent on the 
goodwill of his fellow officers. Through it 
he can give important jobs to representa- 
tives of peasants’, young people and 
women’s groups, who have reason to be 
grateful to him. The government has 
given land to the peasants and built an 
impressive number of schools, hospitals 
and roads. 

In recent months Mr Mengistu has 
welcomed advisory groups from Russia, 
Bulgaria, North Korea and South Ye- 
men. Ethiopian delegations have visited 
most east European countries and Viet- 
nam to study party organisation and disci- 
pline. Anybody who wants to be anybody - 
is now attending seminars on Marx an 
Lenin. The lucky ones are getting officia 
nods to compete in an August election for 
the party congress. 

What the new party cannot do is pro- 
vide an easy solution to the problems in 
Eritrea and Tigre, in the north of the 
country, where guerrillas are fighting for 
independence and there is a severe 
drought. More than 7m Ethiopians went 
hungry last year, mostly in Eritrea and 
Tigre; conditions are little better this 
year. Fighting has spread and become 
more intense in the past six months*in 
Eritrea, after a two-year lull. Late last 
month Mr Mengistu flew to Asmara, the 
Eritrean capital, to fume over an air base 
where 10 Mig fighters and six helicopters 
had been badly damaged by guerrillas. 

The fighting has caused food produc- 
tion to fall. On one 45,000-hectare sor- 
ghum farm in the north, only 6,000 hect- 
ares are under cultivation; would-be 
workers fear the crossfire of the guerit 
war. Beggars and unemployed students 
sent out from Addis Ababa are unsatis- 
factory substitutes. But they may be ripe 
recruits for the party. 












Mengistu gets his party 
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as % of totatlabour force. 


W Germany 


The spectre of unemployment 
at London's feast 


n the time it takes for the seven leaders of the non-communist world to 
et ndon summit on June 7th-9th, another 8,200 workers 


men 

e failure 

ir countries from rising, they have so far them- 
litical dole queue. Why has heavy unemployment 
hem more? And now that it is likely to remain high for several 


1 


queues in Britain, France, Italy and 


west Europe’s leaders to prevent 


they continue to count on such political peace? 


stern: Europe as a whole, unemploy- 


rose from 4.2% of the workforce in. 


10.3% in 1983. In Britain, France, 
id West Germany the number of 


ults rose from 2.8m. in 


1983, and.the number of 
25 without work rosé from 
4m in 1983. According to 
OECD, the 24-member 
advanced: industrial na- 
dult and youth unemployment in 
r countries are likely to rise in 

0 5.8m and 4.5m respectively... 
the OECD as a whole, the fall in 
ployment from 324m:to 324m that 
orecasters predict for. this 
- due entirely to Americans 
to work. In western Europe, 

ct unemployment to rise. 

West Europe is caught between the 
ammer of an expanding labour force—as 


hildren of the postwar baby-boom genera- ` 


ion looks for jobs-—and the anvil of a 
locked labour markét: the result of slow 
rowth -and-of gains in average labour 


ivity: The hammer-blows may be 


~ fobs. 


softened in the 1990s as western Europe’s 
current low birth rate begins to show its 
effects in a less rapidly growing labour 
force. But that is almost a decade away. 


Seven shock-absorbers 

Between the second world war and the 
stagflationary 1970s, governments treated 
such levels of unemployment. as intoler- 
able. This was partly because they did not 
have to face them. But it was also because 
they feared their effects. Why in the first 
half of the 1980s has the “reserve army of 


the unemployed” proved so. toothless? , 


There are several reasons: _ 
1. Until recently, there was no “army” of 
unemployed at all. Unemployment fig- 


-ures are a snapshot of a flow of workers in 
and out of the job market. In Britain, for 
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members and other: work 


2, where some 3m adults are out- li 


_of work, nearly 1m return to work each le 


year, asa roughly equal number lose their 


$ i ; 
su ystems ‘in western 
Europe have drawn much of the sting 
from short-term unemployment, especial- 


four out of 10 unemployed 
workers in western Europe are less than 
25. years old. The student upheavals of 
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Unemployment 
benefits — 


West ‘Britain’ 


Germany’ 


France italy’ 


seem af age away; today’s young 

nd to be less politically involved than 

heir elders. Resentfully or not, many of 

iem also ‘now. take spells of unemploy- 

ment for granted. 

Inthe 1930s, voters in depression- 

k Britain and France shied away 

adical change. Similarly today, re- 

ssion and high unemployment seem to 

voters more cautious than adven- 

us. And chronic underemployment 

‘its own is no guarantee of radicalism, 
as Ireland and Southern Italy show. 


The lasting pain 
How ‘long’ will ‘these shock-absorbers 
work? This winter and ‘spring, labour 
ests. broke out. across western Eu- 
pe: the campaign for a 35-hour-week in 
Jermany, protests and strikes 
dundancies in steel and ship- 
g in France, the miners’ strike in 
‘itain, public sector strikes in Holland, 
sand Denmark. Except perhaps 
, where the target of union pro- 


utput by 23% while adding 1 
. Japan: produced 42% more: goods 
e same period and added — 


France’ West Britain’ 


Germany’ 


Halyt 


t1978 +1980 


only 10% more jobs. In startling contrast, 
western Europe increased its output by 
23% while employment actually. felt by 
1%. 
(b) The share of long-term unemployed in 
the total of those out of work is growing. 
The OECD expects it will reach 45% in 
France this year, 40% in Britain and 30% 
in West Germany. “Long-term” used to 
mean six months or more out of work; it 
now means 12 months or more. 
(c) The proportion of women seeking 
employment is still rising, particularly i in 
countries such as Holand where it used to 
be low. 
(d) The gap separating the unemployed 
from those in work is widening. Accord- 
ing to the OECD, the longer a worker 
holds his job, the higher his chances of 
keeping it. Western Europe is developing 
a two-track labour market: one for stable 
workers and another for the frequently 
unemployed. 

Despite their differences, might not 


Time to kill. 


< union. leader ; 


sharing means: 


* mond Maire, leader of th 


phone many European trade union 
leaders accept that there is a gul 
the interests of their members an 
of the unemployed. But with “industrial 
restructuring”, cuts are now taking place 
in the jobs of unionised workers who have 
a tradition of fighting back. That alone 
should encourage western Europe’s lead- 


ers to wonder whether unemployment is 


not now politically more explosive than it 
has seemed in the past five years. 


Holland and Belgium 


When in doubt, 


delay 


Mr Ruud Lubbers, the Dutch pri 
ister, announced on’ June Ist that his 
coalition cabinet had at la decided what 
siles allotted 
to Holland-in the Nato allies’ 1979 deci- 
sion. Tf, that is, “decided’’ is the word. 
Lubbers proposes to wait unti | Novemb 
next year. If by then the Russians hav 
even more. SS-20.. missiles deployed 
against western Europe than they have 
now, the full Dutch: deployment will go. 
ahead, for completion by 1988 .(Nato’ 
targetidate for it had been 1986 
haven’t, it won't. And if, by n 
limitation of Euromissiles ha 
tiated. with the Russians, 
install only the number tha 
appropriate share. : 
Mr Lubbers still has to get the proposal 
through parliament, whi may. not: be 
easy; several of his own stian Demo- 
i , For the mo- 
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“EUROPE 


It’s official 


President Reagan's Dublin speech on 
June 4th did not lay out any large new 
arms control initiative, but it did contain 
an offer that had not been previously put 
- to the Russians in such formal and au- 
_ thoritative terms. 
, At the 35-nation Stockholm confer- 
ence, on confidence-building measures, 
the Nato allies and the neutrals have 
been pro oporna specific actions that 
would make peace in Europe more se- 
cure by increasing “transparency”. Pri- 
marily, they want all important military 
manoeuvres in Europe to be reciprocally 
notified and observed—an extension of 
the modest moves in this direction that 
were agreed upon at Helsinki in 1975. 
When the second round of the confer- 


any installing of missiles. 

Sensibly, the Americans and Holland’s 
other allies are taking it all quietly. Al- 
though it represents the first failure to 
meet the 1979 Nato requirements, it 
could have been worse. Anti-nuclear 
groups in other western countries will find 
it hard to depict as a triumph a decision 
that jeaves their Dutch counterparts dis- 
satisfied. The Dutch developments may 
not even have much impact in neighbour- 
ing Belgium—the only other country 


_ where the deployment agreed upon in 


1979 (with a reservation by the Dutch) 
has yet to begin. 
Last December the Belgian govern- 
ment (a right-of-centre coalition much 
` like Holland’s) obtained parliamentary 
_ approval to proceed with the plan for 
installing by 1985 the 48 cruise missiles 
_ allotted to Belgium. It has already shown 
much more staying power than most 
Belgian governments of recent years and, 
with reasonable luck, it should be able at 
least to complete the parliamentary term 


__ that runs to late 1985. 





ence began last month, the Russian dele- 
gate, Mr Oleg Grinevsky, indicated that 
the Russians might be ready to discuss 
detailed confidence-building measures, 
although they have stalled on this be- 
fore. The Soviet Union is pressing for 
declarations such as a pledge not to use 
force. 

The conference would be a failure, 
and a delusive affair, if it produced 
nothing more than declarations. But 
western delegates at Stockholm have 
already made it clear to the Russians that 
a non-use-of-force pledge might be part 
of a package deal if the other contents 
were satisfactorily specific. Mr Reagan 
has now made a public offer in the same 
sense. 





The linguistic divisions that have so 
ofter bedevilled Belgian politics may, in 
this matter, favour the government. In 
Belgium the anti-nuclear movement is 
mainly Flemish. The opposition Social- 
ists’ French-speaking wing is less inclined 
towards an anti-nuclear posture than 
their Flemish wing. And the designated 
base for the missiles is at Florennes, not 
far from the French frontier. 


Spain 
With regrets 


FROM OUR SPAIN CORRESPONDENT 


The Spanish prime minister, Mr Felipe 
Gonzalez, is embarrassed by the tangle 
his Socialist government has got into on 
defence. In an interview this week for 
Dutch television, Mr Gonzalez said that 
the referendum on Spain’s membership 
of Nato would be held in the spring of 
1985, although he hinted that he now 
regrets having promised before taking 
office to hold one. 

Just before, on June 3rd, he had an- 
nounced that the government would 
make known its policy on Nato in time for 
the Socialist party congress in mid-De- 
cember. Spain’s two main options, he 
said, were to remain in the Atlantic 
alliance, which Spain joined in May, 
1982, under the centrist government of 
Mr Leopoldo Calvo-Sotelo, or to pull out 
of Nato and rely on a bilateral defence 
treaty with the United States. Mr Gonza- 
lez rejected both full military participa- 
tion in Nato and neutralism as unpalat- 
able alternatives. 

On the same day as this announcement, 
thousands of protesters marched through 
Madrid chanting anti-Nato and anti- 
American slogans. They were led by 
members of the Socialist party’s youth 


Z 


movement and of the Socialist trade 
union. The party’s leaders stayed well 
clear of the march. Socialist federations 
and town councils have reminded Mr 
Gonzalez that when the party was in 
opposition it campaigned against Spanish 
membership of Nato. 

Disagreement about Nato runs deep 
among the Socialists. It separates the 

party’s “third-worldists” on the left from 
its “Europeanist” social democrats. In 
recent meetings with Danish, West Ger- 
man and Italian leaders, Mr Gonzalez has 
reaffirmed his support for Nato. But his 
foreign minister, Mr Fernando Moran, 
refused earlier this month to sign a Nato 
communiqué which Spanish representa- 
tives had helped to draft. Mr Alfonso 
Guerra, the deputy prime minister, has 
urged Socialist leaders of the EEC to 
strengthen their ties with the third world 
and to avoid becoming the vassals of the 
superpowers. 

In these circumstances, Mr Gonzalez’s 
regrets are understandable, if a bit late. 
By ruling out both full military participa- 
tion in Nato and neutralism, Mr Gonzalez 
hopes he can swing a majority behind 
him. But there is no shortage of traps in 
his path. Recent opinion polls suggest 
that 46% of Spaniards are opposed to 
Nato. Spain has behind it almost two 
centuries of isolation. Despite Spain’s 
defence treaty with the United States, 
Franco’s propaganda was strongly anti- 
American. Spain’s pacifist movement is 
small but has a loud voice. 

If Mr Gonzalez loses the referendum, 
he will almost certainly have to call a 
general election, in which the Socialists 
would be weakened and badly split. His 
advisers are said to have comforted him 
with the reminder that governments sel- 
dom lose,referendums. But, as a we 
known Castilian slogan has it, “España 
diferente”. 


Andrei Sakharov 
Invisible man 


FROM OUR MOSCOW 





The Sakharov mystery plunged even 
deeper into Soviet obfuscation this week. 
Reports that the Soviet physicist and 
dissident had died were quickly followed 
on June 4th by Russian statements that he 
was alive and “in. good health”. The 
claims and counter-claims only deepened 
the puzzle. Mr Sakharov is believed to 
have begun a hunger strike on May 2nd in 
an attempt to persuade the authorities to 
allow his wife, Elena, to have medical 
treatment in the west. His wife is thought 
to have joined the hunger strike on May 
12th. 

The first rumours that Mr Sakharov 
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Manufacturers Hanover 


Now America’s best-balanced, best-equipped, 
can help you right 








With the acquisition of CIT, 
Manufacturers Hanover Corpo- 
ration takes another giant step 
toward its goal of delivering every 
single financial service you need 
directly to you. 

We now have 1.050 locations 
spread across the width and depth 
of the country. However, far more 
important than the number of our 
locations is what they can bring to 
bear for you. 





Choices, speed, superb people. 





Manufacturers Hanover is 
America’s best-balanced financial 
services organization. Which 
means that our ability to offer you 
and your business a wide spectrum 
of solutions to your financial 
problems is vast. 

Your needs are met with 


electronic 
speed, too. Our state-of-the- 
art operations network cuts wait- 
ing time. hastens decisions, solves 
problems fast. 

All of which allows our peo- 
ple. the very best in the financial 
services arena, to come to you 
superbly equipped. 

And now, with the addition of 
CIT. we have grown even more able 
to help. 








credit in Californ-~ 
ia? A simple phone 
call to either your local ~N a 
Manufacturers Hanover or 
CIT representative can get the 
job started. And get it done. 

That's because the financial 
experts at Manufacturers Hanover 
and CIT are already well aware of 
each other's products, services and 
capabilities. And are ready to put 
them to work for you. 

Contact your local CIT repre- 





More help for your business. 





Raising venture capital in 
Arizona? Issuing commercial paper 
in New York? Financing a private 
jet in Texas? Arranging a letter of 


acquires CIT. 











sentative and he now 
can call upon the resources of 
a world-class bank. 

Contact your Manufacturers 
Hanover representative and he now 
has access to a body of industry- 


specialized knowledge that he never 
had before. 





More help for you. 





In the field of consumer 
finance. both Manufacturers Han- 
over and CIT can help you livea 
better life in 1.001 different ways. 

Both can help you finance 


LD 


your new 

home. Refurbish 

your old one. Build a 
swimming pool. Buy a 

pleasure boat. Send your child 
to college. 

And, now, your local CIT 
representative has the resources 
and the lending power of the 
$71 billion Manufacturers Hanover 
Corporation behind him. 








Quality, Loyalty, Consistency. 





These are our deep core 
values. Quality of service, loyalty 





best-peopled financial services organization 
in your hometown. ; 










to our RA 
customers,” 
consistency 
of performance. v 

In the future, tese 
three core values will come to you 
wherever you are, through the 
combined 32,000-person-strong 
network of Manufacturers Hanover 
Corporation and CIT. 
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German Airlines 


was dead came when a journalist in 
Florence said that she had received a 
telephone call on June Ist from Mrs 
Sakharov, who had time only to report a 
nurse’s comment that “Andrei is no long- 
er with us”. The message was cryptic 
enough. It could have meant merely that 
Mr Sakharov had been removed from the 
clinic where he is believed to have been 
taken on May 7th. There were also 
doubts about the authenticity of the call, 
which could not have been made without 
passing through an operator: a channel 
unlikely to be made available to Mrs 
Sakharov. Then, on June 3rd, the Sunday 
Times in London quoted “reliable” 
sources in Moscow as saying that Mr 
Sakharov was indeed dead. 

The Soviet statement issued on the 

llowing day was ambiguous. It said that 

e Sakharovs were “no longer- fasting”; 
this left open the possibility that they 
were being force-fed. Relatives think the 
couple are still refusing to take food at a 
clinic in the Gorki region. 

To allow the Sakharovs out would 
mean an embarrassing climb-down for 
the authorities, But to let them die would 
provoke an international outcry. Even 
the leader of the loyal French Communist 
party, Mr Georges Marchais, has said 
that he might break with the Soviet party 
if Russian assurances about Mr Sakharov 
proved to be untrue. 

Some suspect the Soviet leaders of 
wanting to use Mr Sakharov as a bargain- 
ing chip with the west. The Russians are 
rumoured to have offered to let the 
Sakharovs leave the country if President 
Mitterrand of France would call for a halt 
to Nato’s missile deployment when he 
visits Moscow later this month, probably 

p: June 20th-23rd. It is unthinkable that 

e French president would comply. And 
even if western governments were pre- 
pared to trade Mr Sakharov for some 
concession, they would first need firm 
evidence that he really is alive. 


Comecon 
The cracks show 


Leaders of the 10 countries of Comecon, 
the Soviet block’s economic group, are 
due to start their first summit meeting for 
13 years on June 12th. They will want to 
put on a show of unity. But the cracks 
within the block have recently been all 
too visible. 

They were evident even in the bland 
language of diplomacy when Rumania’s 
President Nicolae Ceausescu paid a one- 
day visit to Moscow on June 4th. There 
may have been more “frankness” than 
“friendship"—two of the words used to 
describe the talks—in his meeting with 
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the Soviet leader, Mr Konstantin Cher- 
nenko. For the Russians, Rumania’s deci- 
sion not to join the Soviet-led boycott of 
the Los Angeles Olympics was irritating 
enough, but Mr Ceausescu has also re- 
fused to fall into line on east-west rela- 
tions. In his speech on Monday, he again 
criticised the Soviet Union’s ‘nuclear 
counter-measures” as well as the Nato 
missile deployment in western Europe. 
That will not have pleased his hosts. 

Nor will the Russians have welcomed 
an unusually open reference to “differing 
opinions” among communist countries in 
an article published in the Rumanian 
daily, Scinteia, two days earlier. The 
article stressed that such differences 
should be resolved in a ““comradely way”, 
but it reiterated the traditional Rumanian 
view that relations among the Comecon 
partners must be based on “national 
independence and sovereignty”. 

An argument over how much indepen- 
dence should be allowed in the region has 
been simmering for some time. The 
Czechs have printed several articles criti- 
cising unnamed partners for putting their 
own national interests before their obliga- 
tions to the communist world as a whole. 
It was not only the Rumanians who felt 
themselves under attack. Besides con- 
tinuing with economic reform, the Hun- 
garians have in recent months been taking 
the first cautious steps in a more indepen- 
dent foreign policy of their own. For this 
they have had to defend themselves. They 
have the support of an East Germany 
which is particularly eager to preserve its 
flourishing special relationship with West 
Germany. 

The Russians have so far refrained 
from intervening directly in the dispute. 
But they showed where their sympathies 
lay by printing a slightly softened version 
of a Czech attack on the Hungarians. And 
an article in Pravda on June Sth, which 
scolded western communist parties for 
straying from strict loyalty to Moscow, 





Once off camera, Comecon’s leaders got out of step 





may have also been intended as a warning 
to the east Europeans. 

None of this bodes well for next week’s 
summit. The issues of national interest 
and independence dominate economic as 
well as political discussion within the 
trading block. The Russians want a more 
inward-looking group, with closer east 
European involvement in developing So- 
viet natural resources. Most east Europe- 
ans are more concerned with getting 
guaranteed supplies of Soviet energy as 
cheaply as possible. To complicate mat- 
ters, Comecon’s three non-European 
members—Cuba, Mongolia and Viet- 
nam—will be asking for their less devel- 
oped economies to be propped up. It took 
the Comecon countries an unusually long 
time to agree on this year’s programme of 
trade deliveries. Deciding on a pro- 
gramme of economic co-operation for the 
next (1986-90) five-year plan will be even 
more difficult. 


Portugal 


Jumping the 
election gun 


FROM A SPECIAL CORRESPONDENT IN LISBON 


The runners are off to succeed Portugal’s 
President Eanes before the starting gun 
has even been loaded. The election need 
not be held until December, 1985. Gener- 
al Eanes is barred by the constitution 
from succeeding himself a second time 
(he was first elected in 1976). Although 
the president still has the final say in times 
of parliamentary deadlock, in the past 


_ two years the once considerable powers 


of the office have been trimmed. There 
are none the less 10 candidates eager for 
President Eanes’s job. 

The favourite is the Socialist prime 
minister, Mr Mario Soares, who is weary 
of Portugal’s incessant parliamentary 


35 


EUROPE 


It’s lonely at the top for Eanes 


struggles (he has headed three govern- 
ments). Mr Soares has criticised Presi- 
dent Eanes for suggesting that another 
“non-party” candidate should be put into 
the job by Portugal's democratic parties. 
The prime minister insists that, once 
elected president, even a party politician 





can rise above party politics. 

Mr Soares hopes that his reputation as 
one of the founders of Portugal’s democ- 
racy in 1974-6 and as the prime minister 
who talked the country’s way into the 
EEC—the negotiations are du to be 
completed in September—will win him 


The gruff voice of Russia 


Almost four years after his death, Vladi- 
mir Vysotsky remains a cult figure in 
Russia. His-funeral, at the height of the 
Moscow Olympics in July, 1980, was 
private, but attracted thousands of 
mourners. Every year since then, on the 
anniversary of his death, crowds have 
flocked to the Vagankovskoye cemetery 
to play or listen to his songs. 

Vysotsky was an actor at Moscow’s 
avant-garde Taganka theatre. But it was 
his songs, sung to guitar accompaniment 
in the gruff voice of a heavy smoker and 
drinker, that endeared him to millions of 
Russians, Only a few of his most innocu- 
ous songs are available to them on re- 
cords. A few of his less pungent lyrics are 
published in a small book. But his most 
popular songs circulate on unofficial 
tapes, which were recorded in the west 
or at private concerts in friends’ homes, 
and copied many times. 

Vysotsky’s language is the Russian of 
the street. Many Russians believe— 
wrongly—that he spent time in jail. But 
he sang with great understanding for 
those who did. The hero of one of his 
best songs never lost his simple faith in 
Stalin, even when he ended up in a 
labour camp: instead of cursing the dic- 
tator, he tattooed his chest with his 
profile, “so that he would hear my heart 
beating”. Then came the anti-Stalin 


RR 


thaw—*‘it turned out I was branded in 
vain’’—and he sits in a steamy Russian 
bath-house hopelessly scrubbing at his 
tattoo, “the legacy of those dark times”, 

Vysotsky’s other themes include the 
national disease of alcoholism, anti-Sem- 
itism, and the position of the individual- 
ist in Soviet society. His songs are gutsy 


His records are encyclopaedic 





the job. However, Mr Soares’s party is in 
coalition with the right-of-centre Social 
Democratic party, which wants to put up 
its own candidate. If it acts on this inten- 
tion, the governing coalition will proba- 
bly break up. 

Mr Soares is urging the Social Demo- 
crats to support him for the presidency in 
exchange for a promise that he will ap- 
point as prime minister the Social Demo- 
cratic leader, Mr Carlos Mota Pinto, who 
is at present content with being deputy 
prime minister and minister of defence. 
This is a tempting offer for the Social 
Democrats. The party is split on the 
presidency. Another Social Democratic 
hopeful, Mr Mota Amaral, who runs the 
Azores regional government, stepped 
forward for the nomination at the party’s 
congress in March. But Mr Mota Pinte 
threatened to resign as party leader if any 
other member of his party stood for 
president. 

The Social Democrats are worried that 
a more appealing right-of-centre candi- 
date may step forward: Mr Diogo Freitas 
do Amaral, the respected former leader 
of the small Centre Democratic party. If 
he runs, he will probably collect most of 
the Social Democratic vote, and could 
even give Mr Soares a contest. Some 
Social Democrats suggest that the party 


and humorous. In one, people in a 
restaurant queue complain because dig- 
nitaries turn up and are admitted at 
once; in another, Falsity steals Truth’s 
clothes; in others, Vysotsky satirises the 
ignorance of ordinary Russians about 
politics and the outside world. 

Vysotsky died at the age of 42, but he 
left enough songs for his work to have 
been called an “‘encyclopaedia of Soviet 
life”. 
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‘back a military man. General 
Firmino Miguel; the deputy army chief of 
staff, is the soldier most likely to appeal. 


EUROPEAN ELECTIONS 


women, who are more than usually down- 
trodden in Portugal, not least: because 
women do most of the work in the fields. 
Two possible candidates from the anti- 
‘Soares wing of the Socialist party, the 


` reflective Mr Salgado Zenha and the 


radical Mr Lopes Cardoso, may run, 
further eating into Mr Soares’s support. 
“Tf, as seems virtually certain, no candi- 
date wins an overall majority in the first 
round, Mr Soares ‘will probably face Mr 
Freitas do Amaral ita run-off. Mr Soares 
could then win, if he takes the left-of- 
centre. vote. But Mr Soares’s harsh re- 
trenchment has lost. him support among 
Portugal’s unemployed (10% of the la- 
bour force) and trade union members. 
Real wages fell 12% last year. Mr Freitas 
do Amaral has the advantage of having 
been out of office for more than a year. 
The race is.too long and the field too 
crowded to lay money yet. 





The West Germans put the 
pedal to the metal 


FROM OUR BONN CORRESPONDENT 


West Germans are voting for Europe with 
-the 


ccelerators. Ever since Mr Helmut 







it Mitterrand of France, in a burst of 
lection fever, announced that ‘the 

ermian border was to be an open 
_ drivers have been taking them at 
their word and all but running over offi- 
cials who try to flag them down. 

Apart from that, the European parlia- 
mentary election campaign has not 
aroused much German excitement. This 
does not mean that the professional poli- 
ticians will not be watching the returns 
with keen interest. Although the result 
will not on its own affect the balance of 
power in the federal government in Bonn, 
it may provide important pointers to the 
future of the two small parties. 

`The liberal Free Democrats are peril- 
ously close, in opinion polls, to dropping 
below the 5% threshold needed to win’ 
seats in the European parliament. If they 
do manage to get some seats ‘on June 
17th, this will give them breathing space 
they dearly want. The anti-nuclear 
Greens are hoping to edge above the 5% 











threshold. But the Communists are pro- 
moting a competing anti-nuclear: list 
a 








grand occasion for calling Mr Kohl's 


eventual withdrawal from Nato. 


which could eat into the Greens’ vote. 

Of course, it cannot hurt Mr Kohl’s 
Christian Democrats: for him to be seen 
plotting with Mr Mitterrand to save the 


EEC at the European summit at Fon- | 


tainebleau, 10 days after the election. The 
Christian Democrats are promising a 
drive for European political union, or at 
least for a common European defence 
policy. The Free Democrats insist that 
they are the real “Europe party”, but the 
dispute is not attracting much notice. 

For the opposition Social Democrats, 
the European elections were to be a 


government to account. But the cam- 
paign has not quite turned out that way 
because the current strikes by the trade 
unions, to which the party is closely 
allied, are not widely popular. 

The foreign policy issues raised by the 
Social Democrats have: more to do with 
Atlantic relations and defence than with 
the European community, The Social 


Democrats are demanding more Europe- _ 


an independence, within Nato, from the 
United States. They do not go as far as 
the Greens, whose eyes are fixed onan 





But it's not about Europe 


EUROPE 


“The Greens promise tha 
they will be a “disi 
Strasbourg. They are ¢ 
getting a seat for their t 
that he could g 






















FROM OUR ROME CORRESPON 






The European electi 
is growing less Euro 
The main issue ha 
tation in Strasbour; 
Rome. Political analys 
tuations in the Italian 
will be small and not 
cant. None the less, 
treating the election as 
base a renegoti: 
power inside the governm 
For the Socialist 
Bettino Craxi, it will 
challenge since he took 
1983. The Socialists are treatit 
tion as a referendum on Mr 
hope to capitalise on their 
tation as a strong leader w 
through, against Comm 
a reduction of the scal 
wage-indexation system. . 
His success is precisely v 
Craxi’s partners in Italy’s 
tion government. They: 
cialists might exploit their. 
prime minister’s office to wi 
the centre. On Sunday Mr 
Mita, the secretary of the Chris 
ocratic party, reminded: Mr B 
that he is prime minister on si 
his party has only 11% of the 
Italian parliament. oe S 
Mr de Mita is disturbed by 
performance as prime mini 
Craxi’s collision: tactics with thi 
nist opposition in parliäme: 





























































report and has provoked bitter exchanges 
between members of the coalition. 


‘Anti-Bonaparte 
: FROM OUR PARIS CORRESPONDENT 


‘President Mitterrand has.always disliked 
: referendums. He regards them as a Bona- 
` partist, inheritance which General’ de 
Gaulle turned into a blunt instrument. of 
government. But even Mr. Mitterrand 
cannot ignore the referendum effect of 
he European election in France on June 
17th; Voters will: be pronouncing on the 
- government’s performance, not the EEC. 


. sured by. opinion’ polls, is at a record low, 
which has made the European poll a 
‘matter of: greater popular interest in 
France than in most other EEC countries. 
Mr Mitterrand himself estimates that the 
Socialists and their Communist coalition 
partners will get between 36% and 38% 
of the vote (which, in France, is translat- 
ed into a roughly proportional number of 
Seats for the parties lists of candidates). 
Anything ı much more would be hailed as a 
sign that the left’s majority in the national 
assembly still has a chance of surviving 
the 1986 parliamentary election. 

< At the beginning of the year, it looked 
as if the election would be a triumph for 
the main opposition parties, the Gaullist 
PR and the conservative UDF. They 
ë running a joint list led by Mrs Simone 
a former president of the European 
ai nt. The opposition hoped to use 








ack-lustre leadership from Mrs 
il, by. nternal EEEE and the com- 
he 


2 Britain 


_ A small turn-up ` 
for the turnout? 































ublication of a rs parliamentary 


The president’s popularity, as mea-. 


~ shuffl ie The most nate ee ‘outcome of- 
“the European: vote may be the influence it 
_ has on the’ president’ s choice: of ministers. 






FROM OUR BRUSSELS CORRESPONDENT. 


One firm prediction, at least, can be 
hazarded about the European election 
results: far ‘fewer voters will bother to 
turn out in Britain than in any other EEC 
country. Last time, British voters came 
bottom in the voter turnout league table 
by a wide margin. Only 32.6% voted in 
1979, compared with an EEC-wide aver- 
age of 62%. If the British used propor- 
tional representation, as do the rest of the 
EEC countries, the turnout might be 
higher. In Northern Ireland, where pro- 
portional representation is used, the turn- 
out was much higher than in the rest of 
the United Kingdom. 

This time, the Euro-barometer poll, 
sponsored by the EEC commission, pre- 
dicts that overall turnout will rise slightly 
to 64%, with the British figure going up 
to 36%. Some British analysts think that 
this is an underestimate, and that 40% or 


_ rather more are likely to turn out. This 


would still be 10% less than is predicted 
for the two countries, Denmark and Iré- 
land, which are likely to be the next most 
apathetic. 


Certainly, the British political parties. 


are taking the election a great deal more 
seriously than in 1979. There are daily 
press conferences. The party leaders are 
involving themselves in the campaign. 

This may be due, in part, to the ambi- 
guity of the Labour party’s strategy. The 
national Labour campaign, led by Mr 
Neil Kinnock and Mr Roy Hattersley, 
shows a broadly positive attitude towards 
the EEC. For the Labour leaders, the 
community should be the vehicle for a 
major attack on unemployment, under- 
taken with the other Socialist parties of 
western Europe. Mr Kinnock even. sug- 
gested in Brussels on June Ist that under 
a Labour government Britain might. be 
prepared to join the European Monetary 
System. 

At constituency level, however, La- 
bour campaigners present a far- more 
negative picture of the community. The 
majority of Labour candidates are anti- 
marketeers. Two of the handful of pro- 
EEC Labour members of the European 
parliament Were dropped by their constit- 
uency parties and a third, Mr Michael 
Gallagher, has defected to the Social 


Democrats. 


The Conservatives are in an opposite 


- position. Their local candidates, ‘most of 
whom aré ‘sitting members, present the 


community in a far more favourable light 


i than does their leader, Mrs Thatcher. Iri: 








` rivaly. 






ng fthe mmunity, : she mentions. 


~ Spe: 
= above all her struggle to geta budget 
“settlement for Britain. However, as else- — 


where, these European interests are tak- 
ing a distant back-seat to normal pat ; 










The result of the voting 
in Denmark, Holland an 
not: be declared until after 
polling in the six countries w 
June: 17th, when all the o 


states will have voted, The rospects are 
analysed ‘on pages 59-60. The voters may 
yet deal out some. surprises, but the 
present indications are that the Conserva- 

: tives will lose seats—probably half a doz- 
en atleast and possibly many more. 






ireland 
The party's s over 


At the previous European election in 

1979, Irish voters thought that the Euro- 
pean community’s common agricultural - 
policy (CAP) promised riches untold. 
Although Ireland was largely exempted. 
from the five-year cutback on milk pro- 
duction agreed upon in March, the days 
of open-ended support from the CAP are 
now over, and, not surprisingly, the com- 













support Mr Garret FitzGerald’s 
government of Fine Gael and Labour. - 
The Labour party looks particularly vul- 
nerable. In 1979 it was lucky to pick up. 
four seats with only 14.5% of “first pref- 
erence” votes. (Under the Irish system; 
voters list candidates in order of prefer- 
ence.) Fine Gael got the same number: of 
seats with 31.1% of the vote, whi 
Fianna Fail, then. the governing party,” 
won five seats with 34.7%. 
The Labour party tended to win the last 
seat in multi-member constituencies, and 
it will take only a slight drop in its support 
for half its seats to, be lost. The beneficia- 


-ry is likely to be Mr Charles Haughey’s » 


Fianna Fail party, although Mr. Haughey 
is probably being over-optimistic in set- 
ting his sights on wang nine ‘of the 15 
Irish seats. 
Two independents: were. elected last 
time. The popular Mr Tom Maher from 
Munster, who joined the Liberal group in 
the A looks safe for re-election. 





oe votes away from Mr Blaney to iet 


in another Fine Gael or Fianna Fail: 
candidate: , ; : 
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The Age of Waste — is that what future 
generations will call our century? Of wasted 
lives, resources, opportunities, money? —all 
those billions, for instance, wasted on the 
unparalleled confusion of inner city rede- 
velopment schemes, and on the horrible 
housing estates of the Fifties and Sixties, 
some of which are already being torn down; 
in the last thirty years there has been the 
worst building since records began. 

Yet amid the enormous mileage of 
architectural mistakes there have been suc- 
cesses, buildings of real significance by 
arefully chosen architects — imaginatively 
esigned new colleges in Oxford, Cam- 
bridge and elsewhere, some schools of strik- 
ing quality, a few really memorable residen- 
tial neighbourhoods; and some good new 
towns. Corby is one of them. 


CARE, QUALITY, VARIETY... 


The quality of a place can reveal itself 
in a moment, and all the quicker for being 
| Seen against a background of failures. It is, 
not unreasonably, so startling, such a relief 
and unexpected pleasure, to come across 
recent architecture on which one can rest 
one’s eyes — instead of jerking them away in 
distaste — that there can be the suspicion 
that fears for the worst may have momentar- 
ily blurred one’s judgement. For in Corby 
there are no crude concrete structures, no 
bleak papery modern systems of prefabrica- 
tion, no red-brick lumps marooned in acres 
of concrete; nothing like that, at all. The 
fact is that very bad buildings, usually ofa 
monstrous size, have made us appreciate 
what is really important in domestic design 
— care over achieving a proper human scale, 
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by Stephen Gardiner RIBA 

care to provide houses with gardens, care to 
make sure that human privacy is main- 
tained with small windows (and energy is 
preserved and heating costs cut), and care to 
devise ways of arranging the layout of ter- 
races that will encourage owners and ten- 
ants of houses to enrich their surroundings 
with a continuing care for gardens, colour 
and the all-important trivia of life. 

Corby demonstrates the significance 
of these aims. Very simply, this is that social 
stability is greatly dependent on order and 
modesty in design, and upon the architect’s 
ability to create surroundings that look up 
to both the scale of the family and of the 
community. Quality is the objective, and it’s 


there, in Corby. 


Of course, these aims were never bet- 
ter met than they were in the 18th century, 
as the worst work of the 20th century makes 
us fully aware. Curiously enough though, 
this makes us also aware of the value of the 
variety found in the inter-war period of sty- 
les — the mock Tudor and neo-Georgian 
houses and terraces that were distant rela- 
tions of the Arts and Crafts movement. 
Corby has its roots in the Thirties, and the 
town starts off with this period, sited on the 
fringe of the ancient Rockingham Forest. 
And so it has the patina of an old new town 
that was carried along in the Fifties and 
Sixties by the surge of post-war idealism 
which led to dozens of new towns being 
built; but, at Corby, the periods in the pack 
cover nearly fifty years, and shuffled these 
produce a considerable mix of styles. 


Old towns thrive on such mixtures; 
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modern architecture, on the other hand, 
normally ignores them. And so, coming 
into Corby from the soft north North- 
amptonshire countryside, through the for- 
est of trees of mammoth age spreading their 
dense watercolour green as far as the centre, 
the first thing you see is a picture of calm, 
the quiet of a settled country town. This has 
something to do with the past — the forest, 
the early houses, the new landscape of trees 
and rich banks of grass, the combination of 
space and a central focus in the town’s 
square — but it also has a lot to do with the 
quality of post-war architecture as it is séen 
in domestic design. In the work of the early 
Seventies, in particular, the architects cre- 
ated neighbourhoods, and, through quality 
and scale, the continuity of neighbour- 


hoods. : 
Step outside Corby and five minutes 


drive away you are back in exquisite coun- 
tryside, among the iron-stone villages and 
cottage smoke and thatch of Northampton- 
shire. Old towns happén like Corby, con- 
jured from empty fields. It is an English 
habit for them to appear, suddenly, from 
behind a bunch of trees, and to disappear, as 
suddenly, in a driving mirror, over the 
shoulder of a hedge-lined, switchback road. 
This article is number three of a series. They will 
be published together as a brochure entitled 
The Ecorbyist. 

Copies will be available from Corby 
Industrial Development Centre, Douglas 
House, Queens Square, Corby, Northants. 























































“If investment management 
were just a matter of making 
the right guesses, there 
would be even more new 
names getting into the act 
every day, and far fewer old 
names still around.” 
Jacques Rossier, 

Senior Vice President 


brporation | 


A However, as Mr. Rossier puts 
it, the first thing to remember 
about investment manage- 
ment is that you have to be 


very clear about your invest- 
Te ment objectives. And for 
®© that, you also need to know 


how the external factors 
and the range of possibilities objectives are sound. So a 





can affect these objectives. good investment manager 
This is why many investors has to know his customers as 
are looking for even well as his markets. 

more than an ability to make It's a good reason for going 
sound decisions when they to a good bank, with 

choose a portfolio manager. the organizational resources 
They want to know what and experience to give you 
they’re getting into, and they the “up-front back-up” 

want to make sure their you need. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


surance Company Ltd. 


Class B Common Stock 


| The undersigned acted as financial advisors to Pohjola and directly placed the above Shares 


- with United States and European institutional investors, 


st Boston Corporation 


-Reinheimer Nordberg Inc. 





ong last President Reagan has his 

onent. Bloodied and bruised, but per- 
haps also toughened, Mr Walter Mondale 
can hardly be denied the Democratic 
presidential nomination at his party's nia- 
tional convention in San Francisco next 
month. His prehensile performance in the 


final five primary elections on June 5th 


_ sent him staggering across the line. How- 

in keeping with the unforgiving 

‘this punishing Democratic con- 

Mondale’s two rivals are still loth 

hat the finishing tape has been 
ediably snapped. 

is that there will, as expect- 

tious Democratic conven- 

ondale can and does claim the 

lomination on the strength of his easy 

-victories in New Jersey and West Virgin- 


ia. But Senator Gary Hart, prevailing in © 
mighty California and taking modest New ` 
Mexico and South Dakota, maintained 


~ his stubborn “new generation” challenge 
tothe end. And the Rev. Jesse Jackson, 


though finishing last in all five contests, is : 
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triumph. He can, 
self with the knowl 
candidacy has de 

that would: othery 
the nomination we 


suggests an 
which Americ. 
account. whe 


for a very big surp 
claiming the nomination 
sees disputes at the 
July, but manageable on 
traditionally fractious I 
miss if they did not exi 
That is not the pict: 


- the Hart and Jackson cam 


WASHINGTON, DC 


much too fired up by his candidacy and its 
achievements to let go. ` 

Neither man is congratulating Mr Mon- 
dale. Quite the reverse. The former vice- 
president's title to the nomination derives 
at this stage not from any unstoppable 
wave of public support but from a strictly 
unemotional delegate count. He fell à 
score or so short of the required 1,967 
total as a result of this week’s vote, but 
quickly pushed past it by attracting fur- 
ther unpledged delegates to his side, 
including, in a helpful touch of symbol- 
ism, the well-known black mayor of At- 
lanta, Mr Andrew Young. 

Mr Mondale deserves credit for forti- 
tude, a quality he had not had to display 
before the primary campaign started 


_tnore than four months ago. He preserved 


his credibility at the finish with a critical 


win in New Jersey, which, had it gone the - 
other way; could have been his Waterloo. > 


But the result in California, where Mr 


Hart impressively won 205 delegates to _ 


do senator remains eml 
tics employed by Mr N 
constantly cast doubt 
and reliability. Well, 


_ dale, a presidential cam: 


fun and games. And it w 
Mondale’s barbs that cau 
make three or four costly 
the canipaign, all of w 
tions about his judgment. 
seems adamant about ta 
die line now. Buoyed by 
insists: “On to San Francisco 
the White House”. 


This sounds impractical Mr Hart 


mains a good 700 delegates 
Mondale’s nomination- 
But he. is talking abou 


are not bound to support th 


‘whose ‘name they were e 


also shows no sign of droppit 
that hundreds of Mondale de 
unfairly elected by dint of t 
way in which they~raised 
convention fight loot 


Over the. top 
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-be under pressure now from Democratic 
leaders to step aside. “People love a 
fighter,” declared Mr Tip O'Neill, the 
_ party’s grand old man and Speaker of the 


house of representatives, “but they hate a 


spoiler.” 


Mr Jackson seems no happier than Mr 
Hart. His candidacy has been the historic 
novelty of the race. Securing in practically 


every contest the great majority of the 


black vote—which generally accounts for 
a fifth of. the Democratic: turnout—he 
provided the campaign with even more 


¥ surprises than Mr Hart. He too is upset 
` about delegates, complaining that across 


the country his crusade for the poor has 
captured 21% of the popular vote but 


- only 7% of the delegates. The Mondale 
~ camp, it appears, believes that a deal can 


be arranged with this proud, energetic 
and difficult man. But in view of Mr 
Jackson’s “grave reservations” about Mr 
Mondale, as expressed after this week's 


closing battle, the manner of the deal 


could shake the convention. 

Ahead in delegates, Mr Mondale also 
finished well ahead in spending. He is 
reckoned to have spent $18m, against Mr 


- Hart’s $11m and Mr Jackson’s $3m (tele- 


vision commercials were out of the ques- 
tion for the black candidate until the very 
end). The two leading rivals split the 


primaries 12 apiece, with Mr Mondale 


winning the big industrial ones of New 
York, Pennsylvania and Illinois, and Mr 
Hart taking Florida, Ohio and Massachu- 
setts as well as California. They also 
shared the caucuses, which reward good 
organisation. Leaving aside several small 
caucuses held abroad, they won 13 each, 
though Mr Mondale came out on top by 
winning the big events in Texas and 
Michigan. Mr Jackson won two primaries 
and one caucus. 


California 
Hart’s final flourish 


LOS ANGELES 


This time, Mr Walter Mondale told Cali- 
fornians, your vote will count. It will, but 
not the way he wanted. Although Califor- 
nia, home to one American in every 10, 
sends far more delegates to the Demo- 
cratic national convention than any other 
state, its vote at the very end of the 
primary season is usually too late to make 
any difference to the result. Not so this 


` year. Its sweeping vote for Senator Gary 


Hart, giving him 205 delegates compared 
with 72 for Mr Mondale, will not decide 


_ the nomination, but should make for an 
--uncomfortable convention next month. 


Even Californians who yawned their 
way towards the vote were a little 
shocked afterwards to discover that only 
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Californian jam in Hart’s doughnut 


half the 11.5m registered voters had both- 
ered to go at all; the lowest turnout since 
1940. Republicans, with an unopposed 
President Reagan, might perhaps be ex- 
cused for skipping their primary and so 
also the other contests on which a vote 
was held on Tuesday. Democrats com- 
plained that they were uninspired by the 
two main candidates, and dispirited by 
the thought of a likely Reagan win in 
November. 

They were also discouraged by a com- 
plex electoral procedure that gave them 
up to seven ballot pages to wade through. 
Although there were plenty of non-presi- 
dential matters to decide, there were no 

‘statewide contests, just a handful of com- 
petitive district contests and only one 
statewide proposition of general interest. 
This was the proposal, put forward by Mr 
Paul Gann, the anti-tax lobbyist, to alter 
legislative rules in order to curb the 
power of the Democratic majority in the 
state legislature; it was passed, but the 
Democrats intend to test its validity in the 
courts. 

The Rev. Jesse Jackson, loudly, and 
Mr Hart, more softly, have both claimed 
in the past that complicated electoral 
procedure was the work of the devil and 
of old party faithfuls intent on making 
things easier for Mr Mondale’s organisa- 
tional machine. In California, where 
there is no Democratic machine of the 
kind that used to exist in the east, Mr 
Mondale relied partly on volunteers and 
partly, as usual, on trade union officials 
(some 600,000 registered voters) and par- 
ticularly on the teachers’ union (some 
300,000 teachers) to call their members 
and try to get them to the poll and to vote 
the right way. Mr Hart, with some 30 
offices around the state, staffed with 
volunteers, had the livelier organisation, 
bright enough to take advantage of the 
district-take-all delegate system: the can- 
didate who won the most delegates in a 


district won them all. Since the total 
shares of the vote cast for the two main 
candidates (well nigh impossible to com- 
pute accurately, but reckoned by the Los 
Angeles Times to be 40% for Mr Hart, 
36% for Mr Mondale) was much closer 
than their shares of the delegates, the 
Hart campaign may now complain rather 
less about unfairness in the distribution of 
delegates. 

California has long been thought of as 
prime Hart territory. Western, suburban, 
upwardly mobile, it is economically con- 
servative and socially liberal. It has nei- 
ther a large industrial working class nor 
an old-fashioned Democratic tradition. 
Its better-off Democrats believe in free 
enterprise, a healthier environment and 
release from nuclear worries. Mr Hart 
should have fitted their beliefs like a 
glove. ral 
Yet the campaign went uneasily. Cali- 
fornian Democrats tend to be as radical 
on the left as Californian Republicans are 
on the right; both parties have come to 
prefer their national politicians to con- 
centrate on issues and values rather than 
on pragmatic eastern-type interests. 
(Their loftiness is not necessarily reflect- 
ed at local level—and local in California 
might be national in other parts of the 
world. A particularly brutish little fight, 
for instance, has just ended for the post of 
the Los Angeles county district attorney.) 

The problem for Mr Mondale and Mr 
Hart was that, by and large, they agreed 
on most issues. They competed in the 
fervency of their support for a nuclear 
freeze and a cleaner environment; Mr 
Mondale, getting in first, managed to 
wrong-foot Mr Hart on the nuclear freeze 
and to depict him as wishy-washy in his 
opposition to the Diablo Canyon nuclear 
plant. With all this competition, Mr Hary 
pounced with relief on Mr Mondale’ 
support for protectionism for car makers 
(“‘now, there’s a policy difference”), espe- 
cially since California is a state that im- 
ports cars instead of making them. All too 
often, however, the two candidates 
dropped back into their three-month hab- 
it of scrapping, sometimes venomously, 
over style and personality. Californians 
disapproved. 

Some of Mr Hart’s older advisers, who 
are now advocating that he should not 
shut his mind to the possibility of accept- 
ing the role of running-mate, urged him 
during the Californian campaign to stick 
to the high moral road. And he did, from 
time to time. Both candidates were short 
of money (and Mr Mondale near his 
spending limit) and unable at first to 
spread their messages by television. 

California had financed their cam- 
paigns in other states; television compa- 
nies do not give credit. Show business 
came to their help, particularly to Mr 
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Rainbow without end 


If Californians were serious in their de- 
mand for issue-oriented politics, they 
might respond more seriously to the 
Rev. Jesse Jackson. The preacher-politi- 
cian, who finished his primary campaign 
in great heart, speaks of issues all the 
time—with breaks for chants, rhymes, 
folklore and unfunny jokes. He scolds 
his two fellow-candidates for trivialising 
the discussion. Californians of all colours 
drifted to his rallies and stayed, their 
attention caught. But in the end, as in 
other states, it was the blacks alone who 
voted for him in more than protest 
numbers. 

Hoping to widen the brown stripe in 
his rainbow of the rejected, Mr Jackson 
went after the Latino vote. He, like Mr 
Hart and Mr Mondale, has expressed his 
Opposition to the Simpson-Mazzoli bill 
which seeks to punish employers who 
hire illegal immigrants or, as Mr Jackson 
calls them, undocumented workers. This 
took political courage since, to some 
extent, Los Angeles’s unemployed 
blacks compete for blue-collar jobs with 
legal and illegal immigrants from Mexico 
and Central America. Yet Mr Jackson 

` won the support of only 15% of the small 
. Humber of Latinos who bothered to 
vote. California’s Hispanic community, 
called a “sleeping giant” by politicians 
and commentators, might decline a 
black-led alliance—and be outraged by 
Mr Jackson’s rainbow of outcasts, handi- 
say women and homosexuals. 
ntral America rates high on. Mr 
Jackson’s list of issues. At a news confer- 
‘ence in Los Angeles he called on El 
Salvador's President Duarte to release 
-from prison Mr Hector Recinos, “the 
Lech Walesa of El Salvador”, the trade 
union leader who was arrested with 10 
others in 1980. Three of Mr Recino’s 
children flanked him. Mr Jackson’s deci- 
. sion to accept President Castro's invita- 
tion to Cuba was more provocative and 
possibly less useful. 

His stand on Israel has got him into 
trouble with America’s Jewish communi- 
ty throughout the campaign. His silliness 
in calling the Jews hymies, and his refus- 
al to cut connections with his Black 
Moslem supporter, Mr Louis Farrakhan 
(who is now said to be in Libya), have 


Hart’s, and with a spurt of fund-raising 
the commercials were back on the air 
(even Mr Jackson was at last able to 
advertise, rather skilfully, on television 


with the fund-raising help of a radio star 


of Druze Lebanese ancestry). Yet, for the 
most part, the Hart and Mondale com- 
mercials deepened and prolonged the 
feud. 

Opinion polls began to show Mr Hart 
dropping behind Mr Mondale in southern 
California. Some people started to com- 
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got muddled up with his serious and 
well-intentioned suggestions on how 
America should approach the question 
of peace or war between Israel and the 
Arabs. Since all this labels him an anti- 
semite, the Democratic party has had to 
squirm to avoid alienating either the 
Jews or the blacks, while Mr Gary Hart 
has undertaken the surrealist exercise of 
explaining why he would not make Mr 
Jackson his running-mate. Mr Jackson 
says flatly that he is not prepared to 
pander to people to get their votes. 
American Jews will continue to suspect 
him but many of them, if they thought 
about it, would agree that Mr Hart's 
pandering ploys were offensive to their 
intelligence. 

Mr Jackson tempers his style, but not 
his message, to his audience. He told the 
well-heeled lunchers at San Francisco's 
Commonwealth Club that President 
Reagan's “welfare programme for the 
rich” was wasting the country’s resources 
while driving another 8m Americans 
below the poverty line. He spoke for half 
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But Jackson failed to awaken the sleeping giant 





pare him with other “new men” or “‘out- 
siders” who had not lived up to their 
promise. Mr Jimmy Carter is generally 
thought to be part of Mr Mondale’s 
baggage, but Mr Mondale is predictable 
in a way that neither Mr Carter nor Mr 
Hart could match. And a few Californians 
began to harbour their own homegrown 
worry: what if this new man with new 
ideas should turn out, like their own 
unlamented former governor, Mr Jerry 
Brown, to have more brain than soul? 


' 


“now he looks forward, first, to party 





AMERICAN SURVEY 


an hour on Robin-Hood-in-reverse, 
against most of the things that most of his 
listeners believed in, then won them over 
by volunteering in answer to a question 
that his ideal running-mate would be 
female and black and white: that is, the 
club’s blushing president, Mrs Shirley 
Temple Black. A 
A couple of hours later, Mr Jackson > 
was in a friendlier element, leading an y 
unscheduled rally from a church that 4 
feeds down-and-outs in San Francisco’s e 
Union Square. “Respect me, protect | 
me, don’t neglect me”, the crowd cried; F. 
“Come alive, June five”, he sang back. A 
On the night of June Sth, in the Hilton 
Hotel in downtown Los Angeles, his 
supporters had changed their chant of 
“Win, Jesse, win” to a rhythmic “Presi- , 
dent Jackson”. as 
Well, he won't be that this time. For ` 


justice, then to party unity. Asked what 
he has accomplished in his campaign, he 
lists three things: the generation of self- 
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Californians demand a lot of their  * 

candidates. ‘ 

On the night, everything turned out 
fine for Mr Hart. As elsewhere, a big 

proportion of people did not decide how 

to vote until the last minute, and a large a 

number of them voted for Mr Hart. He ; 
did very well in northern California and 

pretty well in southern California too. f 
Democrats who think of themselves as 
independent (but cannot in California 

vote as such). supported him and so did e 
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college graduates. Exit polls suggest that 
80% of the blacks voted for’Mr Jackson, 
and nearly half the relatively few Latinos 
who turned out to vote chose Mr 
Mondale. 


. California’s Latinos, blacks and Asians 


will soon outnumber its Anglo-whites but 
the Latinos, with around 1.2m registered 
voters, do not yet see voting as a self- 
improvement measure that concerns 
them as a group. Mr Hart did rather 


- better than he usually does with the 


Jewish community; he was helped by the 
decision of three Jewish congressmen in 
the Los Angeles area to endorse him 
when Senator Alan Cranston, their first 


_ choice, scratched from the race. Cross- 


examined over his relations with Mr Jack- 


_ son, Mr Hart probably saved himself with 
‘the Jewish community but did himself no 


good with the blacks. But they do not 


_ vote for him anyhow. 


In other words the three candidates 
attracted the same kind of constituents at 
the end of the primary season as they did 


` when the whole business began in Febru- 


ary. None of them has been able to take 
large numbers from the other. Mr George 
McGovern, the party peacemaker, calls 
wisely for a cooling period, for the bruises 
to heal, to prepare for the reconciliation 
that could, perhaps, bring the three parts 
of the party together again. 

Republican pleasure at the Democratic 
split is unrestrained. Vice-President 
George Bush, carefully timing his current 
campaign in California, says happily that 
the Republican party agrees with much of 
what the Democratic candidates have 
been saying about one another and will 
store it away for use later on. 

California has given its vote to only two 


‘Democratic presidents since the second 
_ world war: Harry Truman and Lyndon 





He'll leave his Hart in San Francisco 
46 


Johnson. And now, in President Reagan, 
the Republicans have the custom-built 
candidate: a Californian, an unbeatable 
television performer, a radical moralist 
with economic prosperity tucked under 
his arm. So long as the administration’s 
foreign policy strays no farther out of 
control than it is already, come Novem- 
ber California’s economic conservatism 
will bury its social liberalism. 


Texas 


The litmus goes 
pink 


Big Spring is one of Texas’s least remark- 
able towns. Its principal features, a major 
air base and the spring that gave the town 
its name, have both been out of commis- 
sion for years. But on June 2nd, all the 
rivalries and infighting of four decades of 
Texas Democratic politics focused on this 
town of 24,000 in the dusty west Texas 
semi-desert. With just 20 precincts unre- 
ported in the entire state, the liberal Mr 
Lloyd Doggett held a narrow lead of 
2,000 votes over the conservative Mr 
Kent Hance in the run-off for the Demo- 
cratic nomination for the senate seat in 
Washington being vacated by Mr John 
Tower. Every one of 20 missing boxes 
was being counted at the Howard county 
court-house in Big Spring. The boxes 
were late because a thunderstorm had 
knocked out the power for several hours. 

More than a simple election was at 
stake. The Texas Democratic party has 
been rent by factionalism ever since 1940, 
when Vice-President John Nance Garner, 
a crusty Texas conservative, mounted a 
futile challenge to the third-term ambi- 
tions of Franklin Roosevelt. Because 
Texas was a one-party state until recently, 
each faction regarded its opposite as a 
more serious rival than the Republican 
party, and each felt free to desert any 
Democratic nominee. The Republican 
Senator Tower first won election in 1961 
on the strength of votes cast by defecting 
Democratic liberals. 

The discord began to wane with the rise 
of the state Republican party in the 1970s. 
Urban conservatives abandoned the 
Democrats, to be replaced by the swelling 
ranks of black and Hispanic voters. The 
turning-point came in 1982, when four 
liberals won primary races for lesser state- 
wide offices ranging from attorney-gener- 
al to agriculture commissioner. Only the 
nominee for the governorship, Mr Mark 
White, came from the conservative wing 
of the party, but Mr White ran a race 


` devoid of ideology. Had the Texas Demo- 


cratic party, the party that produced 


Lyndon Johnson and John Connally, be- 
come liberal at last? That is what the 
Hance-Doggett race would determine. 

Mr Hance, a second-term congressman 
from Lubbock, was one of the Democrat- 
ic boll weevils, a group of congressmen 
who supported Ronald Reagan in his 
early budget and tax battles. Texas liber- 
als were apoplectic about Mr Hance’s 
defection and resurrected campaign lan- 
guage that had not been heard in Texas 
politics since the last great liberal-conser- 
vative battle, when the liberal Mr Ralph 
Yarborough lost his senate seat to the 
conservative Mr Lloyd Bentsen in 1970. 

Mr Doggett, once a president of the 
student body at the University of Texas, 
was a State senator from the capital city of 
Austin. Like Mr Hance, he was little 
known in the state at large, but he ha 
built a reputation among liberals for- 
bustering anti-consumer legislation. The 
pair of tennis shoes he placed on his desk 
to announce his intention to stand for 
hours became the most prominent arte- 
fact in legislative circles. Neither Mr 
Hance nor Mr Doggett, however, was 
originally expected to be the Democratic 
nominee. 

The favourite was Mr Bob Krueger, a 
well known, middle-of-the-road former 
congressman who had run against Mr 
Tower in 1978, only to lose a close race. 
At first he was expected to win again 
without a run-off. But the former English 
professor at Duke University had been 
out of politics too long. He was formal, 
academic, defensive and out of touch with 
current issues. Meanwhile, Mr Hance 
spent $691,000 on television establishing 
himself as an unapologetic conservative, 
with advertisements attacking any amnes- 
ty for illegal aliens. Mr Krueger, who hai 
been ambassador-at-large to Mexico 
the Carter administration, lost ground to 
Mr Doggett in Hispanic south Texas. On 
May Sth the three candidates each fin- 
ished with roughly a third of the vote, but 
Mr Hance led Mr Doggett by 273 votes 
and Mr Krueger was a little further 
behind. 

With neither Mr Doggett nor Mr 
Hance having established himself as a 
personality, the run-off was clearly a 
referendum on the ideological composi- 
tion of the state Democratic party. Nei- 
ther Mr Doggett nor Mr Hance made the 
slightest effort to move towards the cen- 
tre. Mr Doggett assailed Mr Hance for 
the tax bill and for voting to cut social- 
security benefits (mostly old-age pen- 
sions). Mr Hance blasted Mr Doggett for 
supporting an amnesty and for accepting 
money from a committee tied to Senator 
Ted Kennedy in Massachusetts. 

By the time the Howard county votes 
began coming in, the state Democratic 
party had already shown itself to be two 
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parties, one urban, the other rural. Mr 
Doggett carried the big cities by margins 
of two to one; Mr Hance carried the rural 
areas by even bigger majorities. It was 
well after midnight when the results from 
‘Big Spring began feeding into the totals. 
In the counties to the north, south, east 
and west, Mr Hance’s worst showing had 
been 88% of the vote. If he came close to 
that figure in Howard county, he would 
be the winner. Yet Mr Hance could not 
quite pull it off. He captured 76% of the 
vote in Howard county but still fell 467 
votes short statewide. 

Assuming that Mr Doggett’s victory is 
not overturned in a recount, its narrow- 
ness should not discount its importance. 
In Texas, as elsewhere, the cities are 
growing and the more\conservative. rural 
areas are losing population. The only true 

nservative Democratic office-holders 

Meft in Texas politics are Mr Bentsen and 
Lieutenant-Governor Bill Hobby, and 
both are nearer to the end of their careers 
than the beginning. The conservatives 
have run out of candidates and time. The 
Texas Democratic party is a liberal party 
now. But is Texas a liberal state? Mr 
Doggett will now face the Republican 
nominee, Mr Phil Gramm, who is a 
staunch ideological conservative in what 
is certain to be a fierce campaign. The 
race will be as good a litmus test for the 
Texas electorate as a whole as the Dog- 
gett-Hance race was for the Democratic 


party. 
Foreign policy 


Begins and ends at 
home 


President Reagan is often criticised, at 
home and abroad, for being more a man 
of menace than of peace. The Democrats 
who want to remove him from the White 
House are using what they call “fear of 
war” as a main electioneering weapon. 
Countering this must be one of Mr Rea- 
gan’s first concerns as he seeks re-elec- 
tion. From Central America to Europe, 
he has been applying himself to the task 
with some panache this week. 

While digging for ancestral roots, he 
used his trip to Ireland last weekend to 
sharpen up the image he is projecting as a 
man whose firmness is directed only to- 
wards peace. His talk about “reaching 
out” to the Soviet Union—not the kind of 
metaphor often employed by White 
House speechwriters—backed an offer to 
accept the rather misty idea of a non- 
aggression agreement between Russia 
and the west. There was a further strong 
appeal to the Russians to return to the 
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bargaining table on nuclear missiles (see 
page 30). It. will be said that talking so 
peacefully is all well and good when the 
Russians seem in no mood to complicate 
things by responding. Still, Mr Reagan’s 
later appointments in Normandy and 
London, the site of the western economic 
summit, gave him the chance to pursue 
his peace-making theme throughout a 10- 
day stay in Europe, where popular doubts 
about his foreign policy goals. have 
persisted. 

For Americans back at home, the more 
important audience for the president, it 
will not be a few anti-Reagan demonstra- 
tions in Ireland that stick in the mind so 
much as Mr Reagan’s championship of 
peace-through-firmness, or so the White 
House hopes. There is of course the entry 
of Saudi Arabia into the Gulf war; since 
American air force planes guided the 
Saudi pilots to their targets, there will be 
sharp divisions in Washington over 
America’s involvement. But Mr Reagan 
has shown caution in handling that prob- 
lem. Add to that the generally favourable 
impression created at home by his recent 
visit to China (yes, this staunch anti- 
communist can get along with a major 
communist power), and the image 
strengthens. 

Central America, the area that has 
aroused more charges of warmongering 
than any other among the president's 
critics has also received an application of 
peace balm, in the form of a visit on June 
1st by Mr George Shultz, the secretary of 
state (see page 21). A month ago, Mr 
Reagan uncompromisingly said of Nica- 
ragua: “Sandinista rule is a communist 
reign of terror”. His hostility to the 
Nicaraguan regime has been reflected in 
the United States’ full support for the 
“contras”’ trying to overthrow it and in 


the CIA-organised mining (now halted) ` 


-of Nicaraguan harbours. 

None of this seemed to portend high- 
level dialogue with the Nicaraguans, who 
themselves have appeared reluctant to 
talk to the Americans in present circum- 
stances, though the Kissinger commission 
and other envoys have been received in 
Managua. So Mr Shultz’s unscheduled 
arrival in Nicaragua to meet its top lead- 
ers, on his way home from attending 
President José Napoleon Duarte’s inau- 
guration in El Salvador last week, caused 
a real stir in Washington. 

Before leaving for Europe, Mr Reagan 
had, it seems, asked Mr Shultz to “figure 
out a way to bring peace” to Central 
America. This imprecise order was the 
president’s way of satisfying Mexico’s 
President Miguel de la Madrid, who, 
while on a visit to Washington last month, 
had asked for better support from’ the 
United States for the peace initiative 
undertaken by the four Latin American 
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states making up the “Contadora group”. 
The result of Mr Shultz’s trip is that 
senior American and Nicaraguan officials 
will meet soon in an effort to reach some 
agreement. 

Whatever comes of these talks—and 
well-placed conservatives within thẹ Rea- 
gan administration do not believe Nicara- 
gua can satisfy American demands to a 
point permitting an accord—the fact that 
they are being held has disarmed the 
president’s fiercest critics. From Senator 
Edward Kennedy of Massachusetts to 
Senator Christopher Dodd of Connecti- 
cut, the opponents cannot belittle -an 
attempt at diplomacy which they have 
long called for. So they praise it. Behind 
the praise there is scepticism, not merely 
among Democrats. One conservative 
policymaker, perhaps exaggeratedly, lik- 
ened the approach to the time 12 years 
ago when Mr Henry Kissinger, out of the 
blue, entered what looked like promising 
discussions with North Vietnam. That 
brightened the mood in America and 
helped reduce the impact of the Vietnam 
war as an obstacle to President Nixon’s 
re-election in 1972. 

The Reagan White House, which 
would abhor any such parallel (North 
Vietnam went on to win the war), and is 
not trying to raise inflated hopes for the 
Nicaraguan talks, can still hope to benefit 
from a similar effect in an election year. 
Mr Shultz’s visit may also help push 
congress into awarding Mr Reagan the 
$21m he wants in emergency funds for the 
contras this year. The Democrat-con- 
trolled house of representatives has re- 
jected such “covert” aid three times over 
the past year. 
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-AMERICAN SURVEY 


Foreign trade 


Roughing up the 
opposition 


American industries left uncompetitive 
by the strength of the dollar are clamour- 


ing for protection from cheap imports. 


The country’s visible trade deficit, over 
$12 billion in April alone, is so far run- 
ning at almost double last year’s level of 
$69 billion. In the first quarter of 1984, 
imported goods (apart from oil) account- 
ed for 6.5% of gnp, well above the 
average of 4.5% in the late 1970s. 

Makers or sellers of steel, shoes, tuna 
fish and even felt pads for clarinets are 
crying foul. About 90 complaints of 
dumping by foreign competitors reached 
the ‘International Trade Commission 
(ITC) between January and April, com- 
pared with 159 during all of 1983. More 
bills to restrict imports or to force trading 
rivals to make their markets equally open 
have been introduced in congress than 
ever before. 

The steel industry is pushing hardest 
for protection. Imported steel took 25% 
of the American market in the first four 
months of 1984, up from an average of 
20% in 1983. Steel makers are canvassing 


support for bills before each house of 


congress that would limit imports to 15% 
of the market for five years. At the same 
time, the steel industry wants the ITC to 
rule, under a special “escape clause” in 
American trade law, that steel makers 
have been hurt by imports. This escape 
clause allows industries to seek protection 
from imports without proving that im- 
ports are being subsidised or dumped at 
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Can you hear thè steel being dumped? 
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prices lower than the cost of making 
them. The ITC is due to decide on June 
12th whether the steel makers have a 
case. It ruled against shoe makers this 
week, saying they had not been “seriously 
injured” by imports, even though these 
are running 50% higher than at this time 
last year. 

Political opportunism, and not just 
pressure from cheap imports, has encour- 
aged the rush for protection. When indus- 
tries ask the ITC for a ruling under the 
escape clause, the ITC has six months to 
decide whether imports are damaging an 
industry. If they are, the president can 
then act at his own discretion, but must 
do so within two months. So a number of 
industries brought cases before the ITC 
early this year in the hope that President 
Reagan would offer them pi otection to 
attract votes in November. 

Steel and textile makers have, as usual, 
bought more protection than most other 
industries by threatening competitors 
with legislation. Developing countries, 
which supplied 3.4m tonnes of steel to 
America between January and April, up 
from 1.6m tonnes in the same months of 
last year, have drawn most fire. Mexico, 
though pressed for foreign exchange to 
pay its (mostly American) bankers, has 
already agreed to “voluntary” restraints 
on steel exports this year. Brazil has 
begun to bargain; Argentina has yet to 
make an offer. The steel industry hopes 
to bring another eight steel-exporting 
countries to heel. Textile makers won a 
big battle late last year, when the admin- 
istration offered them protection against 
Chinese imports on a flimsy pretext. 

Much of the legislation being discussed 
in congress and used by industries to cow 
their foreign competitors is unlikely to be 


passed. The steel quota bills have strong 







: 


Why the protectionists cry 
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support in both the house and the senate, 
but the administration is strongly op; 
posed to quotas. A bill to forbid the sale 
of most imported cars unless a proportion 
of each is made in America has already 
been passed twice by the house, but is not 
given much chance in the senate. Other 
bills for bailing out individual industries, 
such as copper, are more easily shot down 
than bills expanding the government's 
powers to retaliate against dumping, or to 
widen the definition of unfair trade. 

If congress does pass trade legislation 
this year, a likely candidate is the senate’s 
reciprocal trade and investment bill. This 
would insist that American exporters get 
the same treatment in each foreign coun- 
try as that country enjoys in America. 
Curbs on foreign investment would count 
as unfair trade practices. And the bill 
would give the president more freedom to 
protect domestic industry. 

The inability of congress to do much so 
far has persuaded a growing number of 
companies to campaign for ae | 
through the ITC instead. Using the ITC is" 
cheaper, involves less lobbying and is 
quicker; the ITC has strict deadlines for 
decisions on cases brought before it, 
which saves on lawyers’ bills. But resort- 
ing to it does not always lead to the result 
desired by the industry, as this week's 
ruling on shoes—and an earlier one on 
stainless steel cutlery—showed. 

Bilateral trade negotiations create less 
political heat than protectionist cam- 
paigns by individual industries like steel. 
But America’s huge trade deficit may well 
exceed $120 billion in 1984 and will be 
over $100 billion in 1985; this will raise 
the pitch of American complaints about 
foreign protection. East Asian exporters 
have the biggest bilateral surpluses with 
America. In January-April, Taiwan and 
South Korea had a total surplus of $5.1 
billion in their trade with America, more 
than the whole of the EEC’s $5 billion 
surplus in American trade during those 
four months. 
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Europes oldest 
parliament will set 
your business free 








if you're looking for a place to develop your business, the 
Isle of Man offers you a unique advantage. 


Freedom. And on more than one front. 


We won't, for example, lock up your profits by taxing them 
heavily. In fact, with Income Tax at only 20% for both individuals 
and companies, no Corporation Tax, no Capital Gains Tax and 
no Wealth Tax, Surtax or Estate Duty, we'll leave you free to 
enjoy the fruits of your labour in peace. 


We'll also leave you free to pursue your ambitions, within a 
sensibly ordered legal and commercial framework. Thou gh we 
are Europe’s oldest parliament, with over a thousand years’ 
continuous and stable government behind us, you'll 
nevertheless find we're remarkably accessible and informal. 


We're generous, too. We offer substantial grants to new 
manufacturers coming to the Island. These cover plant, 
machinery and building costs as well as training and marketing 
needs, We also offer working capital loans on very favourable 
terms. 


Moreover, we offer you space to expand ~and export. With 
Europe's only off-shore Freeport just 80 minutes away from 
London at Ronaldsway Airport, you'll find a unique 
industrial and distribution base combined with all the 
advantages of an off-shore financial centre. 

And, though we are not part of the United 





Kingdom or the EEC, our special arrangements with both make 
their markets easily accessible. 


If you'd like to know more about opportunities on the Isle 
of Man, or about our Freeport facilities, get in touch with us 


Isle of Man. 


To: Ken Bawden, Government Offices, Douglas, Isle of Man. 
| Tel: Douglas (0624) 26262. Telex: 628612 IOMAN G. 






| I'd like to know more about the Isle of Man. Please send me your 
Guide to industrial and financial opportunities C2) 
, Freeport brochure C3 


ONAN Ce 
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4) Company. 
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‘THE BONUS ISSUE FAR 
EXCEEDED EXPECTATIONS’ 





We believe few others match our range of Business Class 

service extras. But perhaps the most exceptional bonus is 
the gentle way our hostesses care SINGAPORE AIRLINES 
for you as only they know how. BUSINESS CLASS 





Its location alone puts the Hotel 
Bellevue Palace in Berne at the 
heart of things. Directly next to the 
Federal Parliament Building and only a 
few steps from the Old Town; with a 
clear view of the river Aare and the 
Bernese Alps. Yet the Bellevue Palace did 
not become famous as a hotel merely for 
its location; just as Berne does not owe 
its attractions as a capital to diplomacy 
alone. What our guests like, we believe, is 
rather the attentiveness of our staff and the 
outstanding cuisine and service in our 
restaurants. Or simply the charm of the 
Bellevue Palace as a whole. Of course we 
also provide many other amenities that 
you'll appreciate. We’ll be glad to surprise 
you with them on the spot. 


Hotel Bellevue Palace, Kochergasse 3-5, 
CH-3001 Berne. Telephone (031) 22 45 81. 
Other Swiss6tels: The Drake Hotel New York, 
Hotel Président Geneva, Hotel International 
Zurich. 


$ HOTEL 
BELLEVUE PALACE 
BERN 
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Management transfusion 


What organisation employs 5% of Brit- 
ain’s workforce, and up till now has been 
| by committees? Answer: the national 

ealth service. But not for much longer. 
This week the secretary of state, Mr 
Norman Fowler, told the English health 
authorities to start picking general man- 
agers and get them all in place by the end 
of next year. 

This could mean around 2,000 \new 
managerial jobs, though most will proba- 
bly be part-time and taken up (for now) 
by people already in the NHS. That will 
still leave some gaps to be filled by new 
blood. Plus 2,000 secretaries? 

In the next few months, an overall boss 
will be brought into the department of 
health and social security to chair a new 
NHS management board. Technically, he 
will be a civil servant, but the size of his 
salary will suggest otherwise. When he 
turns up, he will undoubtedly be cast as 
the MacGregor of the NHS. Later this 
week, the nine Welsh districts got similar 
instructions; Scotland and Northern Ire- 
land will probably follow next year. 

So Mr Fowler has accepted the main 
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ideas of the 1983 NHS management in- 
quiry, which was chaired by Mr Roy 
Griffiths, the managing director and dep- 
uty chairman of Sainsbury’s stores. The 
inquiry’s key idea was to put one person 
in charge at each level, from the 14 
English regions down to the hospitals’ 
The DHSS does not know how many 
“units” there are and thus exactly how 
many managers there will be. The wonder 
managers are expected to cut through 
“consensus” decision-making which, for 
the past 10 years, gave representatives of 
the various health professions a power of 
veto. It is at hospital level that the 
changes will matter most, as Mr Griffiths 
pointed out—which is why cautious crit- 
ics, such as the social services committee 
of the house of commons, said regional 
and district managers should be tried out 
before doing anything in hospitals. 

But the decision to allow part-timers— 
the DHSS thinks this is the most likely 
option at unit level, if not higher up—may 
be a climb down. Mr Griffiths had a long 
list of tasks for unit managers to get on 
with. Developing management budgets 


and performance measurement, on top of 
routine tasks, is a tall order for part- 
timers. 

Who will get the jobs? At the 192 
districts, three out of the six members of 
each management team are doctors, and 
doctors have much of the real power 
already anyway. The British Medical As- 
sociation, the doctors’ union, has said the 
money is not good enough to attract its 
members. For the moment, NHS employ- 
ees will be given not more than £3,000 a 


year extra for taking on the managerial - 


mantle. But after the first three to five 
years, contracts will be renewable every 
year, giving plenty of opportunity to 
argue up salaries. A new training author- 
ity will set about teaching doctors and 
nurses how to manage a health conglom- 
erate. At regions and districts, existing 
administrators are well-placed to slip on 
the new hats. There is a precedent: poor 
Mr Terry Hunt, the district administrator 
of Paddington, in London, accidentally 
became the NHS's first general manager 
last December when his colleagues on the 
health authority mis-read a DHSS circu- 
lar (easy enough to do). Paddington 
jumped the gun and appointed-him when 
it had in fact just been asked to comment 
on the Griffiths report. 

Money for the new jobs will have to 
come from present managerial budgets 
(which now account for around 5% of 
revenue expenditure). That is an (intend- 
ed?) incentive for health authorities to 
minimise the changes and appoint in- 
house part-timers; DHSS instructions say 
the money must not come out of funds for 
patient care. The social services commit- 
tee was surprised. Mr Griffiths thought 
general managers would be able to pay 
their own way. Much use they would be if 
they could not do even that. 


Whitehall leaks 


Mirror scoop 
mystery probe 


Mrs Thatcher is beginning to rival the 
then Mr Harold Wilson in her sensitivity 


to press leaks. Yet another leak inquiry ' 


was launched in Whitehall this week, 
after the Daily Mirror reprinted a letter 
from the prime minister’s economic af- 
fairs secretary, Mr Andrew Turnbull, to 
Mr Henry Derwent, an official at the 
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Putting 1 the boot in 


transport dep ment. 
In the letter, dated April 16th, and 
cuments, ministers, from 
ie prime minister down, appeared to be 
orchestrating the recent rail pay dispute 
‘so.as to aid the government’s response to 
the miners’ strike. The letter from Num- 
ber 10 included such phrases as, “She 
agrees that BR should increase. its pay 
offer ».:. she. would be concerned if the 
offer were improved beyond this point, as 
would put the offer made to the miners 
n a poor light.” Hardly the talk of a non- 
ionist government concerned 
t nationalised industries should be run 
s free-standing businesses. Nor of one 
that has supposedly kept out of the min- 

ers’ strike. 

The letter offers more insight into the 
sort of chatter that passes between Mrs 
Thatcher’s office and ministers than it 


Although she and her cabinet subcommit- 
tees like to play back-seat driver during 
‘major strikes, the railway chairman, Mr 
Bob Reid, did not need any such commu- 
nication to tell him how to conduct his 
ay dispute. The transport secretary, Mr 
‘Nicholas Ridley, would hardly have said 
“more than that the government was 
“watching the dispute carefully and would 
‘be keen to.avoid escalation. Mr Reid, as 
t happens, thought the same. 

“What Mrs Thatcher was doing putting 
such material in a letter between private 
-secretaries—her customary method of 
meddling—is quite a question. It is an 
open invitation to misconstruction, and, 

-in her increasingly secrecy-obsessed civil 
service, to leaking. The energy secretary, 
Mr Peter Walker, had assumed back in 
March that what could leak would leak, 
and ensured, so far as he could, that no 
potentially. embarrassing Whitehall min- 
„útes existed. He was able to persuade the 
prime.minister to avoid unhelpful public 
interventions in the. miners’ strike, but 
evidently could not control the flow. of 
embarrassing paper between Number 10 
and other departments. Now Mrs Thatch- 
er is to add farce to embarrassment. with 
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-does into government-industry relations. ` 





another leak inquiry. 

Her sensitivity to leaks can be dated 
quite specifically back to January 12, 
1981, the day she herself tried hamfistedly 
to leak the coming budget. She had been 
aggrieved at cabinet wets persistently 
leaking material unfavourable to her. The 
Downing Street press secretary, Mr Ber- 
nard Ingham, suggested that she should 
instead try her own hand. He carefully 
picked a group of four lobby correspon- 
dents for an off-the-record chat with Mrs 
Thatcher. Next morning, she was grati- 
fied to see the news that personal tax 
rates would escape a budget increase 
splashed by the favoured four (the Times, 
Telegraph, Financial Times and Guard- 
ian). She had also revealed that there 
would be added relief for small businesses 
and new technology, while indirect taxes 
took the strain. It all proved accurate. 

Normally the source of such a leak 
would have remained secure within the 
private world of the lobby system. Mrs 
Thatcher committed the elementary mis- 
take of leaking to an inner group of 
journalists, while allowing others to feel 
excluded. Political leaks should go either 
to the lobby as a whole, or to one 
individual. Naturally, the rest of the lob- 
by was furious. The source of the leak was 
soon unmasked ‘and the operation back- 
fired. Mrs Thatcher swore she would 
never leak again (except through Mr 
Ingham and the whole lobby). When 
details of this year’s budget appeared 
early in the Guardian, special branch was 
ordered into the treasury. 

It will not be quite as easy to catch the 
latest menace to the prime minister’s 
peace of mind as it was to nab the unlucky 
Miss Sarah Tisdall, who so embarrassed 
Mr Michael Heseltine. The Guardian was 
forced to hand over the document it had 
received from her. The Daily Mirror man 
who got its leak, Mr Paul Foot, ended his 
revelations of Wednesday with the cheery 
assurance that “to protect the sender, 


whom I do not know, all the documents. 


and all copies and negatives of them, have 
been destroyed”. 


-social benefits like j 


r First the Welsh gav i a knock, now the 


Scots have given a hammering to last 


December's white paper proposing a new 


regional aid policy: And not just because 
they fear losing their fat slice of the cake: 
Scottish business- rejects the whole basis 
of Whitehall’s plans. 

The white paper was intended to put a 
stop to things like the cornucopia of 
automatic regional grants that’ the’ oil 
industry picked up for building a terminal 
in the Shetlands which would have been 
built there anyway and which has created 
relatively few long-term jobs. Free-mar- 
keteers said the whole system. should be 
dismantled. The government, ‘more ca 
tiously, proposed (i) a switch of emphas 
from automatic aid to selective aid, and 
(ii) a direct link between the remaining 
automatic aid and the number. of jobs 
created: no new jobs would mean (except 
for small firms) no cash. : 

Sensible changes, you might think, and 
the Bow Group indeed this week urged 
the government to switch. entirely to se- 
lective aid centred on job creation. Phoo- 
ey, says the Scottish section of the Con- 
federation of British Industry. 

Its argument is partly a practic 
The great merit of the present at 
grants, it says, is that they are pre 
able: invest in new buildings, p 
machinery, and you know you will’ 
back 22% or 15% (depending what sort 
of development area you are in), The 
more selective the aid becomes, the more 
firms will be deterred from using it. Inside 
the firm, it.is hard to argue for a capit: 
project if you cannot put figures on it fog 
the boss; outside, time and effort have t 
be spent preparing a case for the bureau- 
crats. And the more qualifications, such 
as job-creation, are attached even ‘to 
those automatic grants that remain, the 
less attractive these will be. oe 

True, the Scots promptly forg these 
points when they urge that services— 
which Whitehall, rightly, wants to bring 
into the aid net—should qualify for selec- 
tive aid only, since otherwise there might 
be less automatic money left available for 
manufacturing. But, for what it is worth. 
the practical argument remains. 

It is not the main one, though. The nut 
of what the Scots are saying is that there is 
indeed'an economic case for regional aid. 
but that this should not be confused witt 
job-creation: jobs wil 
come from general economic growth ir 
the region, not from insisting that a giver 
























_ project must create them. 


Labour-intensive ‘industries, the Scot! 
argue, may produce more immediate em 
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Looking for the pot of seats 


A portent—orjust another Labour split? 
This week a Labour member of parlia- 
ment, Mr. Frank Field, re-formed: the 
“o Rainbow Circle with a Social Democrat 
‘peer, Lord Young. They hope to-encour- 
“age a “popular front” of anti-Thatcher- 
ites to vote tactically and ensure a Tory 
defeat at the next general election. 
© The Rainbow Circle, named after a 
“Fleet. Street pub, was first founded in 
1894 as a social reform vehicle for “Lib- 
tals of the left and socialists of the 
ght”. It disappeared with the decline of 
eralism in the 1930s. Its revival is a 
gnition that the formation of the 
ral/SDP alliance has roughly dou- 
bled Britain’s hard core of centre voters 
© from the 8-12% of the 1960s and 1970s. 
This increase has bitten equally into 
Labour and Conservative votes, but has 
“hurt Labour more. The division of anti- 
< Tory forces, vividly shown up a year ago 
by “Mrs ‘Thatcher’s landslide majority 
with a slightly reduced share of the vote, 
is almost certain to be repeated next 
time: .Anti-Tories, say Mr Field; and 
rd Young, must understand that they 
can only beat her, given a first-past-the- 
st Sectoral system, by some degree of 


yment, but are vulnerable to import 
“competition and end up as job-losers. 
And to encourage them means discourag- 
the high-added-value industries that 
distant Scotland particularly needs, and 
¿that are the growth industries. of the 
future. The government’s proposals 
would do just that, and such a policy, say 
the Scots flatly, “is not acceptable”. 
<The contrasting experiences of two dif- 
w ferent industries make the Scots’ point for 
Pere me of their worst job- -losses in 
past 15:years have come in the low- 
(but aid-encouraged) electri- 
industries brought in by 


dhit by i imports. In contrast, 
high-tech electronics is one of their 


growth industries (and, by the way, Brit- 


ain’s best ‘a aaa for ON aid, to set 


p park but òn adéanced manu- 
töcesses to cut costs; a compa- 
4s not switch to what looks like 


ful Scottish plants have lost 
jobs tay afloat. 
"In theory, job-related grants could 
make labour-intensive technology attrac- 
~ tive, But the arithmetic is. such that the 
government would have to discriminate 
` more: sharply against advanced technol- 
. ogy than seems plausible. These Scots- 
men who actually run businesses plainly 
do not think it should even: try. 
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collusion. 

The two men fealise that persuading 
Labour or alliance candidates to stand 
down for each other is at present out of the 
question. So they plan to appeal over the 
heads of the parties to the electorate in 
Tory-held marginals. Such “informal pro- 
portional representation” was first moot- 
ed by The Economist before the 1983 
election. We calculated that, if party 
shares of the national vote remained as in 
1979 (which, of course, they did not), anti- 
Thatcher tacticians néeded to switch only 
some 1,000 electors from Labour to 
alliance or vice versa in each of 30 Tory 
marginals to secure a hung parliament, 
leading probably to a Labour administra- 
tion with alliance backing. 

The city of Bristol offers a classic 
example. In 1983 it returned four-Tory 
MPs and one Labour, all on a minority 
share of the vote. The redistribution of 
half the third party’s votes (mostly alli- 
ance) to the second party would have 
yielded four Labour seats and one Tory. 

Apart from Bristol, this strategy 
would generally require Labour voters to 
switch to alliance in the south (where the 
alliance came second most often), and 


Post Office 
Letters pray 


After some strenuous arithmetical acro- 
batics by the Post Office, Britain’s post- 
men this week backed away from the 
brink of official industrial action. The 
Union of Communication Workers 
(UCW) recommended on June 6th that 
its 150,000 members there accept a pay 
offer which, supposedly, will add only 


We ve always done it this way 


alliance. The alliance would 


alliance: to aboùr i in the nerh Rough 


calculations suggest Labour would 
two votes for every one. it gives 
get mo 
MPs and possibly the balance of pow 
Labour more MPs and ably: 
formation of the next go lb 
in a hung parliament. | 
to point out that he is no 
coalitions or electoral 
about the mechanic 
anti-Tory majority 
thing would then be o 
between the parties. = 

Mr Kinnock, Mr: 
David Owen have den 
is dishonest, distaste’ 
Mr Kinnock, in a rare 


‘ness. It could work, and 


already a fact of life in 

the party leaders know | 

ment by the national—o: 

parties in tactical voti 

owning (or at best fai 

their own local candid; 

involve admitting before ; 

they might have enough in 

make a Lib-Lab: gove: 

sort viable. Since each 

stroy the other, this is anat 

parties do not like crossing coalt on 
bridges until they come to the eae 


4.9% to their employer’s pay 
abracadabra—5. 2% to the basic: 
the union’s members. 

The union has fought shy of indus 
action since a seven-week stoppage over- 
pay in 1971, which left it battered and» 
empty-handed. A strike now would. 
even more damaging; the 1981 act whic 
split the postal side from telecommunica: 
tions also gave the industry department, 
the power to lift its monopoly of the 
distribution of letters. On June 4th, wi 
the post disrupted by pockets of unofficial 
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action, the minister concerned, Mr Ken- 
neth Baker, exercised this power for the 
distribution of Euro-election mail. An all- 
out stoppage would almost certainly 
mean that other types of mail were simi- 
larly set free. Courier companies and 
delivery services would then have a 
chance to show their mettle—and the 
public would have a chance to wonder 
whether the postmen deserve their mo- 
nopoly at all. 

The postmen’s worries have not all 
been magicked away. Their employer is 
behaving increasingly like a competitive 
private corporation instead of a monopo- 
listic state-owned one. Post Office profits 
are high by state standards—probably 
around £100m in 1983-4—and productivi- 
ty is being pushed up. The Post Office is 
to invest £100m in automating its counter 
services, and an unspecified sum in mo- 
dernising its mail-sorting methods. 

This whizzy stuff is all very well, says 
the UCW, but on our terms, please. It has 
not yet signed an agreement on the intro- 
duction of new technology, mainly be- 
cause the Post Office will not include a 
no-redundancy clause. The productivity 
agreement started well, pushing up pro- 
ductivity by 4.8% last year. Progress now 
appears to have ground to a halt. Canny 
industrial relations staff opted for a vol- 


= untary scheme, worked out at branch 


level, to avoid confrontation. So far, only 
55% of the union’s 117,000 eligible mem- 
bers have joined the scheme. Most of the 
improvement has been in London, where 
working methods were particularly awful 
to begin with. 

A major sticking point in both the pay 
talks and the new technology agreement 
has been the union’s demand for shorter 
working hours. The Post Office reckons it 
will save 100m working hours by 1986 by 
its automation of letter sorting, just one 
part of its modernisation plans. 

The UCW is also angered by the finan- 
cial constraints placed on the Post Office. 
It has to contribute to the government 
coffers under its negative external financ- 
ing limit, which was £50.9m in 1983-4. 


` There is also a ceiling on capital spending, 


so any extra cash goes to the government 
too. 

But the union’s gravest worry is that a 
successful Post Office could be ripe for 
the picking in the privatisation harvest of 
a third Thatcher term. Both mail distribu- 
tion and, more recently, counter services 
have been referred to the monopolies and 
mergers commission, The present indus- 
try secretary, Mr Norman Tebbit, is 
known to be interested in-selling off at 
least bits of the business, the National 
Girobank being the most likely candi- 
date. The union has pledged itself to 
outright opposition to any such plans. It 
had better grit its teeth. 
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Local authorities 


A £2 billion hole 


in their pockets 


As they paddled in the Brighton sea at 
their annual conference this week, local 
authority treasurers were comparing 
notes on one of the problems which 
worries the other treasury, back in White- 
hall: their very large accumulated bal- 
ances of cash. These balances have grown 
partly as a sort of insurance policy: the 
greater uncertainty about the govern- 
ment’s intentions, the greater the incen- 
tive to squirrel away money in special 
funds by the assiduous manipulation of 
the grants system. But on capital account, 
the money Has piled up almost entirely as 
a result of the asset sale of the century: 
the disposal of council housing and land. 

The amounts involved dwarf the pro- 
ceeds so far from the flotation of nationa- 
lised industries. In the three financial 
years since 1981-82, sales of land and 
dwellings brought in more than £3 billion. 
Probably at least £2 billion of that is still 
unspent. For some local authorities, the 
amounts also dwarf the cash they are 
allowed to borrow to pay for their hous- 
ing programmes. 

Between April and December last 
year, for instance, Braintree, in Essex, 
had capital receipts of £11m—compared 
with a housing programme which cost 
£3.7m and a capital allocation for the 
whole financial year of £2.6m. Other 
authorities (such as Wansdyke in the 
south-west, Bracknell, in the south-east, 
or Dacorum in the east of England) did as 
well or better. 

The authorities are not’ allowed to 
spend more than 40% of their receipts 
from house sales in the year they receive 


Liverpool could use a bit of it 


them. The remaining 60% has to be put in 
the bank, or used to repay outstanding 
debt. But they can use 40% of the accu- 
mulated receipts in the following year. So 
as authorities stockpile receipts, they 
stockpile capital spending power. : 

They also build up a supply of interest 
income, which they can use more flexibly 
than the capital takings themselves. Inter- 
est on the accumulated capital balances 
can be used to hold down council house 
rents, or even (effectively) the rates. 

Between 1981-82 and 1983-84, interest 
on receipts from council house sales rose 
by 83% to £494m, equivalent to two 
thirds of government subsidies for council 
housing. 

Why has all this caught Whitehall by 
surprise? Every year, it has underestimat- 
ed the proceeds of council house sales. 
Last year, it guessed £1.2 billion; the 
outturn looks like being nearer £1.7 bil- 
lion. The reason is mainly that building 
society mortgages have for the past 18 
months or so been marginally cheaper 
than local authority ones. If a council sells 
a house against one of its own mortgages, 
the capital sum takes years to come in. If 
it sells to someone with a building society 
mortgage (and that covers just over half 
of all sales so far), it takes all the money 
straight away. 

But why should the takings from sales 
pose a problem? First, because the re- 
ceipts are very unevenly distributed 
among authorities. There is a mechanism 
which redistributes some of the spending 
power. But the better-heeled authorities 
still tend to do best. And as a recent study 
by Mr Ray Forrest and Mr Alan Murie at 
Bristol University points out, the authori- 
ties which have proportionately the larg- 
est capital receipts are those least likely to 


~ 


spend them. This is hard on the authori- _ 


ties with big concentrations of poor and 
homeless. It also means that authorities 
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Conspiracies. to -befuddle the. young 
abound: Or. perhaps not.: A: pamplet 
- from two pundits of the new right, Bar- 
| >voness Cox, and philosopher-cum-news- 
-[“paper-columnist Mr Roger Scruton, 
_ |. charged this week that children in Brit- 
ae ain are being politically manipulated by 
: _intellectually vapid non-subject, 
ee studies”, spread, in particular, by 
mni of Bradford University’s. post- 
uate school of peace. studies. There 
‘been no shortage of stories in the 
$ suggesting that the spread of this 
-subject is turning schools into re- 
cruiting stations for the Campaign for 
Nuclear Disarmament. 
“Have. Her Majesty’s inspectors of 






















an ideological axe being ground into 
_ meagre data? The study is based mostly 
} ON prospectuses and reading lists.. But 
: ucation department's schools. in- 
rs, who speak from wide experi- 
say they have not seen any state 
s in England that actually put on 
metable, as such, a subject called: 
studies” or anything similar. 
‘war, peace and disarmament crop 













as general studies or humanities 
e` have rather trendier names) or 
nal lessons like religious education. 










ite, at Lancaster University, sug- 
sts that 23% of local authorities. vem 
ace ‘studies:“‘as a formal subject” i 

r schools. That figure is based on 69 
al questionnaires from 125 sent out, 







overall are more likely to underspend. 
spThe study found that more than half of 
ital receipts go to the non- metropoli- 







ing may break rouh the cash limit— 


which has in any case been set lower this. 


< year than last. If council house sales also 
Ai e faster than expected this year, 
ould make the problem worse for a 


nding (more spending would be 
fewer capital receipts). Already, 
applic tions to buy in the fourth quarter 
“0€ 1983 were down to almost half the level 
in the first quarter of the year. 
“The Association of Metropolitan Au- 
thorities, whose 76 members account for 





‘more than half of Jocal-authority capital 


spending, has been putting it about that 


the government may. decide to impose 





another moratorium on capital spending 










their pockets, ‘the treasurers 
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The great peace plot. Ma ybe ` 


country, only a minority of schools goin 


„most 15 people into teaching in the past 


schools not been doing their job—or is -five years. 


s mostly either during traditional’ 
ns such as history, vague subjects. 


“now focusing on a proposed amendment 
contrast, a survey by the Richardson: 


is yor But with £2 billion or so burning . 


in-May, 1983..: 
The inspectors say that, round the 


for peace education at all, and only a 
small proportion of those teach anything 
about nuclear. weapons. They also say - 
they have not come across any unaccept- 
able bias, which is perhaps surprising. 
True, a CND enthusiast may shut up 
when.an inspector calls, but the inspec- 
torate also sees pupils’ written work and 
talks to headmasters and local education 
advisers. Of course, some would not 
believe any of these sources, If there are 
biased teachers, Bradford can hardly be ` 
guilty: its peace studies school has sent at 




















Sir Keith Joseph, the education secre- 
tary, thinks there is something to be 
worried about; in disagreement with his 
own inspectors, he fears that peace stud- 
ies are elbowing out other subjects in the 
curriculum, In a widely publicised 
speech in March, he:asked worried par- 
ents to write to him if they thought their 
children were being indocrinated. He 
has had two letters to date. 

The: opponents of peace education 
have more or léss abandoned plans to 
press him into laying down guidelines on 
teaching about war and peace. They are 











to the 1944 Education Act, to make all 
lessons on politically contentious sub- 
jects optional (with alternatives provid- 
ed). In inner London, says its left-wing 
education authority, most peace studies 
already are optional. 




























should be able to pull in some staunch 
allies from the construction industry if the 
department of the environment tries to 
pulldown the shutters again. 


The Euro-elections 


-Can the alliance 


beat the system? 


In the 78 seats fought in the June, 1979 
Euro-elections, Britain’s first-past-the- 
post electoral system produced a gro- 
tesquely unfair result: 60 Tory wins, 17 
Labour, one Scottish nationalist and no 
Liberals at all. In the voting on June 14th 
this year, the Labour party should do 
much better. But the alliance parties may 
come off almost as badly as they did last 


‘time around. 


Nearly all the 78 European constituen- 


-cies in Great Britain (ie, outside Ulster) 


have new boundaries... Only six survive 
exactly as.they were in 1979, but most 
changes ‘are sm: Znough for us to calcu- 





the old seat- in 4979, and how the 
might have gone if the new bo 
had been in force then. The figure’ 
brackets after each constituency nam 
measure of continuity. It shows eit 
what percentage of the new constitu 
cy’s electorate was in the old or 
whichever. is less—vice 
lesser figure? Because 































the old one covering the 
Barset, one of the figur 


lower the figure, th 
estimates of past vo ing 
of the future. 












in June, 1979. If every 
now as it-did then, 
with one seat fewer, 


Nottingham, where the ¢ 
MEP. has anyway defes! 


















don South-East. 
would change hands,’ 
gained’ by the Tories, 
Labour. Labour's net lo 


can is so aes that’ hi 
over the border, along with 23% o 
electorate, to confront the 
MEP in Greater Manches 
If every area voted 
‘election of 1983, however, La 
show a net gain of two seats. 
fiye: seats seouating Notti | 


shire seats, in pater 
Miss Gloria Hooper’s ch 


Liverpool seat were much impr 
expansion to Merseyside West 
voting (especially this year’s loc: elec 
tions) suggests: she ‘will still do well 
avoid third place. 
Given Labour’s recovery. since Ji 
1983, in the opinion polls, and the: results : 
of the local elections, Labour should gair 
far more than two seats. The final col 
of the table suggests what could happe 
the two main parties score equally in th 
national vote. Since Mrs Thatcher's g 
eral election lead over Labour in 1983 was 
15.2%, we have transferred a uniform 
7.6%, in the notional Euro-figures of | 
date, from Tory to Labour in every con- 
stituency. On that heroic ‘asst n 
there would be 40 is MEPs: and 
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is, where the sitting Scot- 
ist MEP, Mrs Winifred Ew- 


n= 
99 


TO MO P = MO OO CO D Oa O O O o toO o ta O o 


nat to . On 1983 voting 
( tte r Mr Johnston starts ahead of the 
y with the SNP a poor third. 

7 the true contest is a person- 


heh ek ek kk 


Eee s our projections suggest that 
alliance is jan for no more than a 


99999598899999998 


med eh eth eek ah oh 


O 
3 


By-election results, however, serve 
warning on the duopoly parties. If the 
ae could ‘cut the Tory majority by 


BRONSS 


DNO we wt se ot se 
Wiw to hioi AoA aw AROODAMHOOMNGYUMDOOTOBEAUBDUNHSO4HBOOGODOGNONSRMONME 


-à 


Birmingha E baa 
Sate Eon) W.N(55) 


rade (95) 
: kanes E Wve 

trathclyde W 
G'terM ieee T W Go 
G'ter M'chester Cen S (64 
Scotland Mid & Fife {91 
G'ter Manchester W (64) 


South Bedfordshire and 

Liberals). A repeat of the 

-West Surrey, where. the 

ib 2.6% off the Tory majority, 
uld ring the alliance 14 Tory seats, 

‘ ur. very much the biggest 
arty. However, a simple repeat of the 
ge movement. in the three by-elec- 

ay 3rd: would produce. the 

gesult of an alBance y vote of 32% 


ovapapseveseseseageorseseveseancuseereereseseseraese 


SESSELSESERSASSSSLSSHASSISSLVLSLLALSASSLSSSSAMSSSSSSLLSSSLASIARR BB 


pas 


O 
BEEE 
OF DINSANAVGBOOR OVER“ OONSSAyGMOSO® 
18 
an 
FT: 


p 


i tJune. 


h h 


ree-w. y marginals 


x 
SSENNGRSASSRS pÈ 


Aalagliiliigxsiilil 


poe 
= eo 


Braet show pary row hag eat tas f 








Hi 


: 





Full tanks... 


ITAIN’S ECONOMY 





When the oil runs out 


Britain’s output of North Sea oil will 


reach a peak some time next year 


and then—says all-too-fallible conventional wisdom—gradually start to 
fall. Some time next century it will slow to a trickle and stop. Will that be 
a disaster and what lasting benefits will Britain have reaped? Answers: 


not necessarily, and quite a lot. 


The North Sea has done big things to the 
| aoe economy. Excluding oil, gross 

omestic product is smaller than it would 
have been had oil and gas never been 
pumped. Although North Sea output is 
now worth 5% of Britain’s gdp, the 
soaring petropound in 1979-81 helped to 
cut manufacturing production by 14.4% 
in those three years. 

But the North Sea has increased Brit- 
ain’s income hugely, not just through the 
£10 billion that the government will get in 
extra revenues this year and the 100,000 
extra jobs that have been created. The 
biggest boost to incomes came from the 
14% rise in the terms of trade in 1977-80, 
which allowed Britain to increase the 
volume of its imports as fast as its exports 
and yet at the same time run a big surplus 
on its external current account (see chart 
ton next page). 

The combination of squeezed output 
and expanded income -has produced a 
domestic spree. Between 1979 and 1983, 
Britain's output measure of gdp fell in 
real terms by 1.6%. Its total spending 
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(consumption and investment, public and 
private) increased by 2.7%. In itself, 
nothing new: for most of this century 
Britain has been spending more than it 
produced. It has done so by using its 
foreign investment income and, when 
that was not enough (as in 1939-45 and 
the mid-1970s), by borrowing. But these 
props have seldom supported Britain’s 
free-spending ways for long, so—even 
with rigid exchange controls—sterling 
suffered a string of crises. 

The past five years have been different. 
Some $7.7 billion of official foreign loans 
have been repaid, exchange controls 
abolished—and sterling has stayed 
strong. Britain, it seems, has found a safe 
way of living beyond its means. 

Puritans protest, of course: it smacks of 
something for nothing. Hedonists rejoice: 
less work for more play. Economists, 
despite their dismal-science reputation, 
generally side with the hedonists. With 
one big caveat: if past bonanza ‘leads to 
future crunch, it may not be worthwhile. 
Hence the need to take a long-term 






view—which, because North Sea oil and 
gas will one day run out, means asking 
what will happen to Britain’s economy 
after that. 


Years of pumping 

The timing of-this day of reckoning can 
only be guessed, because estimates of 
pumpable reserves in the North Sea vary 
widely. The energy department recently 
revised its estimate of recoverable oil 
reserves from a range of 255m-2.2 billion 
tonnes to 480m-3.3 billion tonnes: the 
ranges more than the revision show the 
room for error. Proven plus probable 
reserves in existing discoveries now total 
around 1.4 billion tonnes, enough for 
around 12 years of output at the present 
rate of extraction. Adding these to the 
most optimistic guess of undiscovered 
reserves gives Britain another 50 years as 
a major oil producer. 

Most of this oil may never be profitable 
to extract, unless world oil prices rise 
steeply. The treasury’s most recent fore- 
cast of oil production (see chart 2 on next 
page) is based on a fall in the real price of 
oil of 6% between 1983-84 and 1988-89. 
This is then followed by a 134% increase 
in the real price between 1988-89 and 
1993-94. But if the treasury’s projected 
rise does not happen, many new fields 
might become unprofitable. So far, how- 
ever, most outside forecasters agree with 
the treasury’s view, and the “soft land- 
ing” in oil output and revenues which it 
implies, 

Whatever the uncertainties over the 
scale and timing of Britain’s oil windfall, 
one principle has been clear from the 
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“start: oil is pital, and its -proceeds 
should be invested rather than consumed. 
The Labour party claims that Mrs Thatch- 

*s government has blown the North 
es on consumption. Unemploy- 
risen by 1.8m since 1979, which 














A T. tax ae by sehr £8 
billion. That is close to the £10 billion of 
ues from North Sea oil and gas 
1984-85. Therefore, says La- 
asting asset of the North Sea is 
‘be g spent to pay for unemployment. 
charge carries some weight. The 
ory government has expanded its cur- 
ent' spending by 12.7% in real terms 
el nd cut its capital spending by 
cluding the sales of public-sector 
hich misleadingly count as a 
uction in public investment). But this 
only continués:a longstanding trend; the 
Labour party in government was always 
er to cut capital than current spend- 
ing. increasing current spending to 
pay more unemployed people at least has 
the merit of being reversible. The cost of 
the dole will certainly fall if unemploy- 
, whereas acne that raises 
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sector wages is much harder to cut later 
without causing a storm. 

When the oil does run out, Britain 
would ideally like to retain the income 
gains of thé North Sea while making good 
the output and unemployment losses. It 
would then be like a family that had got 
an unexpected legacy from some distant 
cousins: its income would rise, but every- 
body would agree to carry on working 
and not fritter the capital away. Nice for 
the children and generations of 
grandchildren, , ! 


The cousins must be foreign 

To see whether this ideal of permanently 
higher income plus restored output is 
possible, look first at the income side of 
the equation. How should the legacy be 
invested? The simple answer—to provide 
the highest returns—needs modifying a 
little. Because the North Sea produces 
foreign-exchange benefits (worth a net 
£12.5 billion to the external current ac- 
count last year) its proceeds ought to be 
“immortalised”, ie, invested in assets that 
will go on earning foreign currency. ‘They 
could be at home, in businesses that 
would export more or save on imports. 


manent additional flow of foreign invest- 
ment income. 

One advantage of investing abroad is 
that, by definition, it earns foreign cur- 
rency and thus replicates the benefits of 
the North Sea; investment at home may 
do so, but not automatically. The bigger 
advantage is that foreign assets have been 
more profitable. The rate of return on 
capital in Britain’s manufacturing fell to 
just 4% in 1981, well below the return in 
other countries (see chart 3). To maxi- 
mise the income from the North Sea 
legacy, investing abroad has so far ‘been 
_the right thing to do. 





They could be abroad, producing a per-" 


For output and employment, the argu © 
‘ment ‘is more complicated. In an arith- 
-metical sense, more investment at home E 
“would raise gdp directly and increase the $ 
number of. fjols But these benefits would”. 
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t y s 
NORTH SEA OIL 


not be ne for vidas f the Ne 
legacy was worth £10 billion, it y 
wrong to assume. that investment wi 
therefore | be £10 billion higher. ‘No’ 












British economy needs—a heresy tha’ 
Nigel Lawson first dared to utter in his 
March budget. All the evidence shows 
that Britain’s weakness is not too. little 
investment, but making bad use of what 
investment there is. 
Each unit of capital in Britain’ s manu- 
facturing industry has produced. less than 
half the output managed in other 
tries. The incremental capital-out 
tios (Icors}—the amount of ex 
ment néeded to produce an exti 
output—have been even less fa 
(see table 1 on next page). Ind 
ain’s manufacturing Icor in 1 
actually negative: on that basis, 
the North Sea revenues in man 
would probably- shrink: manu! 
output. When the oil: 
Britain would be left with a pil é 
used assets at home. ! 












































What has happened : 
Since Britain became self-sufficient’ in ‘ol 
in 1979, its North Sea production of oil 
and gas has totalled £66.9 billior 
nominal, not real; terms). Its:investment 
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Lawson and Howe hit a gusher 





at home has risen from £34.8 billion in 
1979 to £45.7 billion in 1983; but much of 
this has been in housebuilding and certain 
Service industries (like retailing) which 
are not internationally tradeable, so do 
not match the North Sea’s foreign-curren- 
cy benefits. Investment in manufacturing, 
which still accounts for almost 60% of 
Britain’s non-oil trade, has fallen by 
18.3% in nominal terms. Whatever else 
has happened, those North Sea assets 
have not been immortalised at home. 

Abroad the picture is different. One of 

e early decisions made by the Thatcher 
government was to abolish exchange con- 
trols in 1979. Between then and the end 
of 1982, British investors put £18 billion 
abroad. Mr Gavyn Davies, of the stock- 
broking firm Simon and Coates, calcu- 
lates that together with exchange-rate 
changes and capital gains the net foreign 
assets of Britain plc increased by £30 
billion over the period. By the peak of oil 
production in 1985, the increase in net 
assets may be £40 billion. 

So far, the income flowing home from 
these extra foreign investments has been 
modest. A recent survey by the trade 
department shows that interest, profits 
and dividends coming from abroad rose 
from £2.8 billion in 1979 to £3.2 billion in 
1982. Meanwhile, outflows to foreigners 
increased from £2.1 billion to,£3.0 billion. 
The slow growth of inflows may mean 
that the money is being badly invested 
abroad; more likely, it is not all being 
brought home. Companies may be rein- 
vesting their earnings abroad, partly be- 
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cause they may not have needed to repa- 
triate at a time when domestic profits 
have been surging. 

The combination of higher profits and 
the abolition of exchange controls is not a 
coincidence. Britain has made bad use of 
its investment largely because it could 
draw on captive capital. Now that people 
and companies are free to invest interna- 
tionally, they will choose Britain only if it 
achieves international rates of return. 
That means getting more output per 
pound of investment—good for profits, 
and for the economy as a whole. The 
strategy that aims to maximise Britain's 
income from the North Sea and immorta- 
lise it in foreign currency may yet also 
maximise output and employment as 
well. 


How could that happen? 

Mr Lawson says that the trick is to do 
nothing. Provided the treasury sticks to 
its medium-term strategy of lowering 
monetary growth and public borrowing, 
he thinks “there will be some return to 
the traditional trade pattern of a surplus 
in manufacturing and invisibles offsetting 
deficits in food, basic materials and, even- 


Table 1: Unproductive capital 


Output per unit of capital", 1980 
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tually, fuel”. In other words, as the oil 
runs out, the exchange rate will fall to 
balance a widening external deficit; Brit- 
ain’s traded goods will become more 
competitive, growing relative to output as 
a whole. The “‘deindustrialisation” of the 
oil years will simply reverse itself. 

The reversal should be a gentle one. 
Even the most pessimistic projections 
show oil production falling away more 
slowly than it increased between 1976 and 
1983. That will allow the balance of 
payments and the rest of the economy to 
adjust at an easier pace. And three other 
factors will also help to smooth the path: 
@ Income from foreign investments will 
buoy the external accounts. If world infla- 
tion runs at 6-7%, and the real rate of 
return on those £40 billion of extra assets 
averages 2-3%, the resulting gain in in- 
come will be around £4 billion a year in 
nominal terms—roughly equivalent to 
one third of the annual contribution that 
oil makes to the current account. 

@ Oil prices are unlikely to change in the 
rest of the 1980s as dramatically as they 
did in the 1970s. During the 1979-80 gil 
shock, dollar oil prices jumped by 24 
times. Even allowing for a stronger 
pound, the sterling price of North Sea oil 
rose from £53.70 a tonne to £116.80 a 
tonne between 1978-79 and 1980-81.~As 
production was also rising sharply, the 
Sterling value of Britain’s oil production 
almost trebled, from £3.3 billion to £9.6 
billion a year. The decline in the value of 
oil output is most unlikely to be that 
sharp. 

@ The government’s anti-inflation poli- 
cies will place a much smaller strain on 
Britain’s economy. In his March budget, 
Mr Lawson showed that he expects infla- 
tion to fall only gradually from now on. 
The green (discussion) paper which he 
published at the same time looked ahead 
to 1994, predicting a placid circle of 
steady economic growth, falling tax bur- 
den and slowly shrinking public sector 
borrowing requirement (PSBR). None of 
that suggests the kind of shocks in labour 
and financial markets that were felt when 
oil production was increasing. 


All of a piece 

By one of those flukes of political timing, 
the management of Britain’s North Sea 
riches has coincided with a radically dif- 
ferent approach to managing the whole 
economy. This has made it hard to distin- 


Incremental capital-output ratios’, 
19 


Whole economy Manufacturing Whole economy Manufacturing 
Britain 109 100 5.6 negative 
United States 170 270 1.7 1.5 
W. Germany 110 250 3.1 0.2 
France 260 230 1.5 1.0 
Source: HM Treasury. “Dollars, at constant purchasing power parities. 3 
RA 








y agrees that the big rise in pee 
helped to hasten the decline in manufac- 
ng output (see chart 4). But the pound 

as, boosted by a mixture of oil and 
higher interest rates; which played the 


Tali at the cieuaiy, think 
» 35% increase in the real 


percentage points were due 
e rest to tight money and 


xpansionary policies might have 
her output and employment, 
cost. of slower progress on 
As Sir Geoffrey Howe set lower 
-his overriding priority, he 

i Sea oil an instrument of his 
trategy instead of trying to 

: But for oil, he would have 

; interest rates still higher. to 

s trade-weighted rate to an 
inching level. But for oil, Mr 


e tax by nine pence in the 
ice the PSBR to its present 


If the fluke of North Sea oil saved Sir 
Geoffrey’s economic strategy, what will 
ome. to. Mr Taweon’ $ rescue? His cont 


Public: expendit eoon 
planning total = 
2 Net debt interest - 


Nore Neth Sea 

taxes 

-Other net: receipts 
BR (1423-4-57 


1982 
-83 








mistic green paper gives the answer. (see 
table 2). As North Sea revenues fall from 
3% of gdp in 1983-84 to 14% by 1993-94, 

the. treasury says that a lower share of 
public spending will more than cover the 
gap. As a result, the government’s:strate- 
gy stays intact and its borrowing contin- 
ues to fall—from 31% of gdp last year to 
1% of gdp by 1993-94. 

This projection will go wrong if either 
@ The treasury’s forecast recovery in real 
oil prices does not happen. North Sea 
revenues would then decline faster than 
the treasury thinks after 1988. Or 
@ Public spending is not held down as 
tightly as the treasury hopes. It-has based 
its projections on published: ‘spending 
plans, extrapolated into the future; but 
the published plans are intended to whip 
spending departments into line behind 
ambitious targets, rather than to provide 
a realistic forecast of what the govern- 
ment might really spend. 

On treasury assumptions, public spend- 
ing will fall from 393% of gdp in 1983-84 
to 343% in 1993-94 only if the economy 
grows by at least 15% a year, and public 
spending by no more than 1% ‘a year in 
real terms. The growth may come, but 
history teaches that restraining spending 
will prove harder. Some ministries, like 
defence, expect to increase their budgets 
by more; to hit the target, others must 
face cuts. Mr Lawson's green paper says 
nothing. about the (poor) chances of get- 
ting those cuts. 


1983 


1988 
-84 -89 


billion a year. 


Thatcher’s luck 


Reading between the lines, the green 
‘paper embodies the five main aims of Mrs. 


Thatcher's government: lower: inflation; . 
lower taxes, public spending and borrow- 
ing (all as a proportion of gdp); and faster 
growth, at least compa 


-gishness of 1974-82. 


` The striking feature of this: 
novelty—other governments’ have 
much the same hopes—but the extent t 
which the North Sea has helped to make 
three of them possible. The petropound 


‘has cut inflation. The government: 


8% of its revenues from North $ 
helping it it to reduce other taxe 


to cut public borrowing. 
As North Sea oil run 


ing a taxes as a proportion 
Ditto, if public spending is: rest 
But if neither materialises, Britain coul E 
easily return to the high-tax, high 
rowing—and therefore (probably) ‘high- 
inflation—road that it had bee i 
for years before 1979, Thatche 
not have been anything diffe 
lucky, because:it happen 
with the North Sea’s richest pickings. 
“Will that fate be avoided? On growth, 
the question: cannot yet be answer 
perhaps. British productivity. has” 
faster trend, perhaps not: Q 
spending; the Thatcher government has | 
been as ineffective as any pfi p! ede 5- 
sors: its hopes of reducing tala 
proportion of gdp are still just hopes.. 
That does not mean that the North Sea 
will provide no long-term: benefits to the 
British economy. Remember Britain’s 
long-standing weakness-—its propensity 


foreign assets acquired th ugh the North 
Sea surpluses wil en 





AE RAN Aer aint 


de st economies metin- 
| London for their yearly econom 
summit to talk about inflation, 

- unemployment, international debt, 
"America’s budget deficit, interest 


rates and a new Gatt round. And to af 


i electioneer. 


Diamond Land, controlled by the. 
British financier, Sir James 
Goldsmith, said it wants to buy 

ntinental Group, the world’s 
biggest packaging company, for 
$2.12 billion. 


Roger Birk, chairman of Merritt X 
: ch, the world’s biggest 
‘okerage house, is retiring early. 


uccessor is William Schreyer, — i 


) firm’ s president. 
s raised £221m for itself and 


ts shareholders, narrowly avoiding a 


by switching shares earmarked 
lor sale in New York to London. 


“The EEC commission served notices 5 


- on leading polypropylene 
accused of running a price- 
cartel. Big fines could follow. - 


Brazil asked the IMF to: relax the 
‘way its monetary and financial 
| targets are worked out. In May, it 
<|- reported a record $1.14 billion trade 
Je Surplus, 


‘More trouble for Ford in Europe. 
es Capolongg, its president, 
| he would resign. Ed Blanch, the 
is retiring early. i 


ae Col o! ate scorecard 


An American court ordered the 


commerce department to reopen the - 
anti-dumping case brought by 
| Gilmore Steel against West German. 


steel exports. The case threatens ` 


_ | the truce between America and 
Europe over steel trading. 


The Slayter report gave the go- 


_] ahead to new uranium mining in 
|. Australia. Wait for the political fall- 
“ee out 


Genentech says it has isolated a 


new anti-cancer agent. Itis unique 


| because it can break the cell 
i membranes of tumour cells. 


The Philippines. government 


all wed the peso to sink 30%, and 


taxes and cut spending to 


| meet IMF conditions for a $630m 


loan. This would pave the way 
towards rescheduli ing its $25 billion 
nom 


rned the fund's owners, 
ican Express, that it was in 


Top Japanese firms launched a 
telecommunications consortium 


(modestly called “number two phone 


company”) to tas Nippon 
Telegraph. 


The Chinese government is thinking 


of issuing shares in Chinese state- 
owned companies. The authorities 
may aiso establish a stock exchange 


on which to trade them. 


` British claimants against the anti- 
„arthritis drug Opren lost their case 
‘F ivan American court against 
“manufacturers Eli Lilly. Their only 
(faint) hope lies with the British 


courts. 


_ | Mexico's leading creditor banks 
-| agreed to negotiate a rescheduling ; 
_ Of a large slice of the country's $85. 


billion debt due over the next thre: 
years. The banks also agreed tc 


| reduce their spreads, 


West Germany said that Rumas 
former boss, José Ruiz Mateo 
could be extradited to face: fr 
charges i in Spain. 


Britain's ICL and Japan's Fujitsu 


- extended their collaboration. 


computer design. 
NSM, the Dutch shipya 


| hoped to be bailed o 


revolutionary Irish b 
went bust. 


America’s General E i 
announced that it had a 28 
in the winged California ai 
Airways. > 


A French oil drilling firm, A 
went into receivership after it 
rescue package fell iie 


Economic and financial Indicators 
are on pagon TG a 


1,740 +16 The parent of italy s second largest car compan 
madh a profit since 1973, hopes to-do so this ye: 


— Gold and diamonds boosted profits for South 


company. 


~ The Bank of China will rescue the Hongkong pomm 


ny, partly owned by Peking’s Sim King 


nterprises, 


No wonder the British conglomerate could affor 


Brick and US 


Industries i in nae Succession aka 


l The British printing ‘and TOTT group is en 
from past rationalisation. ; 














ure you that your Board 
management are meeting 
these challenges with energy and 


Inthe developing world, and partic- 
America, both our Mexican 
mpanies are resolving 
A They have succeeded 


ave improved the balance of 
y in our overseas investments 


tndwork fora = 
e M oeenful future. o ae 


Points from the address 
the Chairman Mr J. D. Milne to the 
Annual General Meeting on June 5. 


modern plant in North Carolina, We 
are confident that, in this particular 
industry, this will represent a further 
advance in technology in North 


America. ` 


The weakness of export prices for 
cement and the economic problems 
in parts of the developing world, 
particularly Nigeria, have also 
affected our export business. But we 
are hopeful of improvement during 


‘the year. - 


Overall, Lam pleased to say that 


“many factors 
„our control. 


Ea imports remain a. 
threat, Blue Circle is the onl 
cement company which markets ar 
distributes cement throughout the 
country. This enables us to provide 
our customers with an unsurpassed | 
level of service in delivery, guaranteed 
quality and technical back-up, _ 
We continue toim pov the 


some increase in our borr 
andin addition there are 
costs of redundancies. But we are 
certain that the benefits from this 
improved productivity are essential 
for the future of the UK business, and 
that we ana our customers 

itsof 


t indications averse: sare that f a ; 


ve shall see an improvement in 
earnings in most of the important 


: it would be difficult to forecast 
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The world prefers cheap oil to 


cheaper coal 


At the Venice economic summit four 
years ago, in the face of steeply rising oil 
prices, the seven leaders of the industrial 
world promised that their countries 
would double coal consumption by the 


~~ early 1990s. By October, 1982, the Inter- 


national Energy Agency (whose members 
are the OECD countries minus France, 
Finland and Iceland) had dimmed coal’s 
future to an 85% increase in consumption 
and ringed 2000 in its calendar. Now, the 
IEA says that consumption will increase 
by only 60%, compared with 1980, by the 
end of the century. Even this looks wildly 
bullish. 

Opec’s price push of the early 1980s 
raised the coal production of western 
industrial nations by 3% between 1980 
and 1982. As the price of oil subsequently 
fell, so, too, did the output of coal. 
Production dropped almost 7% last year, 
to below its 1980 level. Consumers once 
more brushed aside strategic worries 
about being hooked on oil. How quickly 
history is forgotten. 

Demand is the key to coal’s future. 


Coal is now piling up round the world 


_secause consumers want to burn less of it. 


~ A glut of oil and lower oil prices have 


How the optimists see it 


500 IEA energy 
mtoe 


847:5 mtoe 


(a) 


1982 
59% North 


discouraged energy users from switching 
to coal. The United States, Canada and 
Australia contain three quarters of the 
OECD countries’ coal reserves. Produc- 
tion in those three countries is running 
20% below capacity. 

The IEA fears that investment for the 
new production needed to meet its pre- 
dictions about coal in 2000 will not be 
made. It worries about the coal industry’s 
excess capacity and other factors that are 
preventing more of the stuff being dug 
out of the ground (from rising production 
costs to new controls on harmful emis- 
sions from coal-burning). 

These raise doubts about whether the 
price of coal will rise compared with oil— 
and bring the agency to conclude that, 
without a big expansion of coal produc- 
tion, the consumption of oil will increase 
and energy security will be jeopardised. 
The worry runs through the IEA’s latest 
world coal forecasts*. Yet the agency still 
doggedly hopes that a large increase in 
coal production will dull its members’ 





*Coal Prospects and Policies in IEA coun- 
tries—1983 Review. The International Energy 
Agency. 


IEA coal demand 
1982=100 
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886-7 mtoe 


America 66% 


29% Europe 25% 


2000 


60% North 
America 70% 


1,327 mtoe 


e 1973 8082 
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*, 
industry * 
1,376 mtoe 


5 
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Residential 
and 


1 
commercialise 


And a blacker future, too 


preference for oil. ; 

Assuming an optimistic average annual 
real gdp growth rate of 3% between 1982 
and 1990 and 2.7% a year from then until 
2000, and with the proviso “if planned 
investment goes ahead . . . ”, the agency 


predicts increases in demand and produc- 


tion (see chart) that would boost coal’s 
share of total primary energy use to 
nearly 30% by 2000, against 25.1% in 
1982 and 23.6% in 1980. If that forecast 
proves right, coal would take a whopping 
43% share of the projected increase in the 
industrial world’s energy demand be- 
tween now and the end of the century. 
The forecast is much more likely to be 
wrong. The agency has already much 
reduced the forecast it made in 1982 for 
coal consumption in 1990. The revision 
reflects a slagheap of coal problems that 
were unforeseen or underrated then: a 
slump in demand for electricity, which 
absorbs more than 60% of the industria- 
lised world’s coal output, and the effects 
of recession. Industry, which takes anoth- 
er 25% of coal output, is stubbornly 
refusing to switch from oil because it is 
uncertain about how much unknown fu- 
ture costs, such as those for environmen- 
tal controls, might drive up coal’s price. 
The agency stresses that coal’s future 
will depend on its ability to compete on 





~ 


price with oil. Coal demand is lagging * . 


partly because of the fall in the real dollar 


aai 


America, western ‘Bareps and Ja- 
we the three biggést markets, the price 
$5-65% lower than the price of 


sal and nr foking, ha jaah and 
il come out ahead of oil, They are not 


po tical choice between coal and 
nuclear power for their countries’ future 
electricity. generation. 

The choice is complicated by worries 
about what coal does to the environment: 
worries that are strongest in ecology- 
conscious West Germany, where the 

reens. have already won parliamentary 

resentation, but that are rising in other 
Ountries as well. Acid rain is 
by power-station emissions 

‘and nitrogen oxides. 
‘In industry, only iron, steel and cement 


é d neighbours 


i Quebec is buying cheap electricity from ` 


‘Newfoundland and then selling it to 
: power companies in the United States 
“for many times the price it pays for it. 
- Newfoundland wants to get a better deal 
for itself but has been blocked from 
doing so by Canada’s supreme court-—at 

: -least until 2035. 
~The court has ruled that the New- 
foundland provincial government cannot 
Change the terms of a 65-year fixed-price 
`- -contract to sell power from its Churchill 
“Falls hydroelectric plant in Labrador to 
“<Hydro-Quebec, Quebec's provincially- 
< owned power company. The contract 
| was signed in 1969, four years. before 
o Opec made. a nonsense of the specified 
pres of C$3 (US$2.80) a megawatt hour. 
By pry  Hydro-Quebec could be selling 


billion the same amount of . 


power that. it will be able to: buy from 
- Newfoundiand for C$90m. To add insult 
~ to Newfoundland’s injury, the Churchill 
-Falls plant is on land which Quebec 


electricity. By 1 
could be earning. 
transmitting: 


orks are using more ‘coal larg 


cause they are energy-inten: 


long - ‘familiarity with coal. Other less 
‘energy-intensive industries, such as texs 


tiles, food, drink, tobacco and engineer- 


ing, have seen no big advantage in switch- 


ing from oil to coal. 


In the European common market, : 


companies have taken up only 3.5m ecus 
($2.9m) of a 194m ecu EEC fund set aside 
for soft loans to industry. Businessmen 


can claim for up to half the cost of | 


converting their oil-fired factories and 
machinery to using EEC coal. 

Oil is not under challenge from nuclear 
power either, France remains pro-nuclear 
but environmental worries have all but 
stopped nuclear programmies in the IEA 


. countries, except in Canada, and made a 


nonsense of the agency’s projections of a 
doubling of nuclear power’s share of 
energy supplies by 2000. 

In America, which accounts for about 
half of the nuclear-power-generation ca- 
pacity among IEA-member nations, 100 
projects were cancelled in the 10 years 
from 1972. and no new orders for nuclear 
power stations have been placed’ since 
1978. With nuclear-power generation 
stalled, the industrial world will remain 
dependent on oil unless there is a big 
expansion in coal consumption. In strate- 
gic terms, that is not.a pleasing prospect. 





power to utilities in New England and 

New York state. Newfoundland, which 

sells Hydro-Quebec 30 billion kilowatt 

hours of power a year from Churchill 

Falls, does not like the arithmetic and 
_ wants a bigger cut of the profits. 


oil stocks 
No need to panic 


With Iraq and Iran taking turns tō sink oil. 
tankers, their customers are stocktakin 
Good news. They:are finding that tankers” 
are being hit at a leisurely rate, that oil 
stocks in the industrial countries are high, 
and that the arrival of the northern hemi- 
sphere summer is cutting back oil demand 
which has been sluggish anyway. 

The results are being collated ‘by the 
Paris-based International Energy Agency 
(IEA), the group of. 21 rich oil-consuming 
countries. Its latest assessment of stock | 
levels (as of April Ist, see table page 70) 
puts the OECD countries’ official oil’ 


but we say that we use their ener, 

sell. our own”. By Newfoundlan 

lights, it comes to the same thing. 
There is, though, only one way for 4 

Newfoundland to transmit its electricity 

to the outside world: via Quebec’s over- 

land cables. Quebec is. building a new. 

line through its eastern side to connect 

with the Vermont and New Hampshire i 

grids in the United States. It-has offered 

to let Newfoundland use it (for a price . 

that would doubtless prevent Newfound- 

land from undercutting Quebec in Unit- f 

ed States markets). 
The potential for more power. from 

Labrador’s wilderness is enormous: and 

Newfoundland would like to develop. 

The output of Churchill Falls alone c 

be more than doubled, But neither doing 

that, nor undertaking other schemes that 

Newfoundland is considering 

make it any easier for the province to sell 

power directly to the United States and 

so cut out the Quebec middleman. 
Newfoundland, which is Canada’s 

poorest province, suffered another set- 

back from the supreme court two months . 

ago when the come ruled that the federal 


Hydr6-Quebec. says that the powerit j 


T. sells to United States utilities is high-cost 


“power from its. James Bay-plant,- not 
: cheap power from Churchill Falls: “How 
: ean you say whose energy it is?’ snorts 

an official of Hydro-Quebec in Montre- 


= al. “Newfoundland says it’s their energy, 





France: : 
_- Volume of industrial 
investment* : 
“19708100 


“1973-75 77 79° Bt 
 SQureesinsee NPF: OECD 3 


«What does a government committed to. reducing industrial costs and — 


ae BOE: 
83.84 1st atr. 


Unemployment © 
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‘unemployed 
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Hard heads, soft hearts in France 


preserving employment do when it seems that the first can be achieved 


:only at the expense of the 


second? It is a dilemma being posed in France 


by two firms in the private sector: Creusot-Loire, a heavy engineering 


wants to slash its wo 


- group lobbying for more ernment aid, and the carmaker 
a which Kforce r 


` President Mitterrand is now much more 


conscious of the need for Frances pub- 


<o lice and private-sector businesses sto ` 


; “make Profits than he was when he was 
. @lected three years ago. Nationalised 


firms have been told to stop making 


losses by the end of next year (or else 


` ' and to forget grandiose growth plans. 


_ Progress is already apparent. Steel 
apart, firms nationalised in 1982 are 
putting up a better financial _perfor- 
«mance. Thomson and Bull both halved 
» their 1982 losses last year. Pechiney 
managed a trading profit. Rhéne-Pou- 
lenc joined Saint-Gobain and Compag- 


nie Générale d’Electricité (CGE) in the 


ranks of nationalised firms making over- 


} all._profits. 


-o Rationalisation continues. -Steel and 
coal are being streamlined. Pechiney and 


Thomson are among the state-owned ` 


that the government has permit- 
ted to get rid of jobs in pursuit of profits. 
Swaps. of assets in chemicals, telecom- 
munications and ‘electronics have made 

> the state sector less higgledy-piggledy. 
_ The cost has been a sharp rise in 
nemployment (see’-chart). Some in- 
rease was expected, What has shaken 
le government, which came to: power 
ged to hold unemployment: below 

è scale and rate of the rise. 

: geot is the first big test of the 
gov ent’s determination. to stick to 
its new industrial strategy, and to toler- 
sate job losses in pursuit of industrial 
| > competitiveness. ‘After losing FFr6.8 bil- 
| > lion ($960m) between 1981 and 1983; the 


J “Management of the Peugeot -group’s Ci- 


tréen subsidiary wants to cut 6,000 jobs. 
-The government is saying that only 4,000 
-jobs can go and that they must all go 
through early retirement anc lun- 
ry repatriation of immigrant workers. 


-parliamentary elect nt 
years away, the government is looking 


ugeot, 


..The second test is: at Creusot-Loire t 
where the government is being asked to 


put up more money to save the business, 
cand so its warkers’ jobs, A FFr6 billion 
“rescue package agreed between the 
State, the nationalised banks and the 


Schneider parent company last year has 


not been enough. Creusot-Loire got two 
» ‘months’ protection from its creditors on 
May 14th. 


Now. it wants more money from the 
government, plus state help for its steel 
business. On June 6th, the government 
told Schneider to come up with FFr800m 
itself for Creusot-Loire.. Two days earlier 


Schneider said it would sell all or part of 


Creusot-Loire’s 50% stake in the profit- 
able nuclear-power-plant maker Frama- 
tome to raise .some cash. CGE and St 
Gobain are seen as being among the 
front-runners of potential purchasers. 
Both are state-owned, but both are prof- 
itable. So they probably would 'not need 
to ask the government to fund any bid. 

With the loss-making nationalised 
firms getting less money than they would 
like, the government is loth to pour cash 
into a private. group. But if Creusot- 
Loire’s warnings of bankruptcy are to be 
believed, the resulting unemployment 
would be hard for Mr Mitterrand to 
bear. Creusot-Loire employs 29,300 
people and keeps 500 main suppliers and 
subcontractors in business, 

Meanwhile, several members of the 
government are made uncomfortable by 


the stark choice between putting more 


vim into French industry or tolerating 
the inefficiencies of continued over-man-. 


test of the governmen with French 


s less than ‘two 


' sures mean that industrial g 


hard for a middle way. ee 

Mr Pierre Mauroy, the prime minst 
proclaims the virtues of a 35-hour. wo 
ing week as an antidote to. unemploy 
ment. French bosses (and. some of M 
Mauroy’s colleagues in government) are © 
unenthusiastic. Employers. reckon ‘that 
the reduction from 40 to 39 hours in 19 
saved, at most, 30,000 jobs: = = 

French firms have still not digested th 
effects of the shorter working wi 
longer holidays and hi 


The big transport, telecommunic 
and energy projects of the 
nearing completion. The auster 

growth ha 
be export-led: Export volume: has be 
growing more rapidly than in 
though recent figures suggest 


, try may now be restocking... 


Investment was forecast to rise 11% 
this year, but it has instead fallen by 
2.2% overall in the first quarter and by. 
5% in manufacturing industriés. | 
ny bankruptcies in the first. 
of 1984 ran at an annu 
24,170, 6% above the 1983 a 

Though Mr Mitterrand’s. ge 
sees a need to help private firms it has, in 
practice, concentrated on helping rece: 
sion-struck regions like Lorraine. A’ 
tempts to attract new industries to the 
declining steel lands round Metz have 
vexed suffering firms in other ‘parts of 
the country.as well as companies already - 
established. in Lorraine which will not 
qualify for the hand-outs; ; 


The government. is talking about. | 


scrapping the business. licence’ tax 
needs first to find an alternative so 


garce 
of revenue. A call from the employers’ 


“ning. With ‘the European parliament. | 
elections on June 17th seen as a domestic 


a 
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OECD stocks on land as of April ist 
Stocks Days’: 

m/barrels) | consumption | 

North America 1,497 91 

Pacific 480 101 

Eu 1,114 99 

OECD total 3,091 95 

of which: 

companies 2,543 

governments 548 

Source: IEA 





‘stocks at 3.1 billion barrels. That is equiv- 


alent to 95 days of consumption. It also 
reckons oil demand in the non-commu- 
nist world fell to 44m barrels a day (b/d) 
in the second quarter of this year from 


-46.3m b/d in the first quarter. 


Additional stocks include those float- 
ing across oceans in tankers towards cus- 
tomers. They are not as easily available as 
land-based stocks, but they amount to at 
least one month’s extra supply. 

In excess of those “normal” stockpiles 
on the seas, Saudi Arabia is reckoned to 


GEC/British Aerospace 


In expressing an interest in British Aero- 
space (BAe), Lord Weinstock, managing 
director of Britain’s cash-rich General 
Electric Company (GEC), is backing the 
British government into an embarrassing 
corner. The overture follows a merger 
proposal made for BAe last month by 
Thorn EMI. If a GEC bid does emerge, it 
will automatically incur scrutiny by Brit- 


_ ain’s antitrust authorities. GEC, Britain’s 


biggest electronics group, is a prominent 
defence contractor and BAe makes fight- 
er aircraft and missiles (as well as the 


Weinstock puts Tebbit on the spot ` 
s A 





have amassed a floating strategic reserve 
of 60m-80m barrels. Japan, which gets up 
to 50% of its oil from the Gulf, might also 
have a floating store of 8m-9m barrels. 

America has 400m barrels of oil, up 
24% in mid-May from a year earlier, in its 
strategic petroleum reserve (which is in- 
cluded in the OECD’s total). If supplies 
from the Gulf are severely reduced, 
America seems willing, if necessary, to 
allow 2m b/d to be drawn down in ad- 
vance of any use of the IEA’s emergency 
oil-sharing scheme. This, the Reagan ad- 
ministration hopes, would deter oil 
hoarders greedy for a fast buck from a 
rise in spot-oil prices. The IEA’s emer- 
gency system is triggered by a persistent 
supply shortage of 7-10%. 

Some oilmen doubt that a persistent 
shortage would arise, even if all the Gulf 
oil (7m-8m b/d) was cut off, because 
losses could be made up from other 
exporters and from the American strate- 
gic reserve. 


The judgment of Norman 


wings for Europe’s Airbus airliners). 

The scrutiny may discomfort the gov- 
ernment more than the bidder. The gov- 
ernment still owns 48% of BAe (which 
was sent into the private sector in 1981). 
It is also BAe’s largest customer, since 
BAe gets four fifths of its sales from 
military and space-related products. But 
the man responsible for the shareholding, 
the trade and industry secretary, Mr Nor- 
man Tebbit, is also the man in charge of 
antitrust decisions. 

If he allows GEC’s bid, he will be 
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accused of limiting competition in order 
to raise money for the treasury by the sale 
of the government's shareholding. And 
also of promoting the sort of now unfash- 
ionable corporate giantism that. was 
trendy when Mr Tony Benn, the then 
minister of technology in a Labour gov- 
ernment, lobbied successfully for govern- 
ment approval of a merger between GEC 
and English Electric in 1968—following a 
takeover in 1967 of Associated Electrical 
Industries by GEC. 

But if Mr Tebbit rejects the GEC 
approach, he will be accused of acting 
against the best interests of BAe’s share- 
holders. Either way, Mr Tebbit’s many 
critics will have a splendid time. 

All this could have been foreseen, and 
was—outside parliament. When the gov- 
ernment privatised BAe, it said it woul 
keep a minimum of 25% of the comp 
to ward off any hostile, or foreign, bid. 
But when Thorn EMI made its move, the 
government blithely announced that it 
would not use its shareholding to block 
the merger “if it proves acceptable to a 
majority of the remaining shareholders”. 

Lord Weinstock was bound to respond. 
GEC has twice tried to buy part or all of 
BAe. Both times it was privately rebuffed 
by the government, essentially on the 
grounds that GEC would then become 
too dominant in defence contracting. 

It may not be the only reason. Lord 
Weinstock, an influential supporter of 
Mrs Thatcher in the early days of her 
government, is no longer a member of the 
charmed circle. He is an outspoken critic 
of the trade and industry department. 
The government may have prompted—it 
certainly encouraged—Thorn EMI's in- 
terest in BAe. 

The stockmarket has no doubts ov 
which suitor it would prefer for BAe 
hand. When Thorn revealed its hand, its 
shares immediately fell. But last week, 
when GEC was known to be having talks 
with BAe, GEC’s shares rose by 12%— 
the judgment being that Lord Weinstock 
had at last found a good use for his cash. 

Lord Weinstock is in no mood—oi 
need—to hurry. Full control of BAe 
would cost him about £800m. The returr 
might be under 10%, less than the rate 
the cash mountain could earn and les: 
than the rate at which Lord Weinstoch 
could borrow. 

In the end, Mr Tebbit may have to bi 
an unlikely Solomon. Thorn EMI is i 
consumer electronics and leisure grouy 
(assets include the pop group Durai 
Duran and the opera singer Placido Do 
mingo) which sees BAe as a way o 
rebalancing itself if consumer taste 
change. GEC sees BAe as a natura 
complement: together, they would have ; 
turnover of around $11.6 billion, bigge 
than Boeing, McDonnell Douglas anı 
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Our private banking service is so confidential, 
we don't want to talk about it here. 


Yes, I'm interested in your personal financial management service, Please have 
one of your international specialists contact me. 


Name. 
Address. 
Country. 


Phone. : 
Mailto your preferred location: Boston: Patrick R Wimerding PO, Box 1673, Boson. MA U2IUS. 
Houston: Pae, PO. Box 61606, Houston. TX 77208, London: William Bell 31 Lowndes Steet, 
London SW IXYHX: Los Angeles: Robert Chipman, PO, Box 71467, Los Angeles CA 90071: 
Luxembourg: jean Lefranc, FO, Box 209, Luxembourg City. Luxembourg: Miami: Victor M: Echevarria, 
RO. Box 01.4350. Miami, FL 33101: Montevideo: Marcelo mholt, Casilla de Correo 90; Montevideo, 

i New York: David R Holmes, FO. Box 5003, New York: NY 10150: Panamas: Kiera Maduro, 
Via España Aparado 5368, Panama 5: Paris: Gilbert Fontana, 104 Avenue des Champs flysees. 
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-OMPANY HAS BEEN 


Like shooting stars, computer compa- 
nies come and go ina flash these days. 

So you may find it reassuring to do 
business with a company that’s been 
around for a full century: NCR. 

We introduced the industry’s first 
solid state computer and pioneered 
the application of microprocessor tech- 
nology for data processing systems. 

In fact, technological leadership has 
always been at the heart of NCR. But 
it has never been more important 
than it is right now. 

Last year, for example, we introduced 
more advanced new products than 
ever, including an amazing machine 
that uses NCR proprietary VLSI 
technology to pack a roomful of 
computer power in a box the size 
of a suitcase. 

Today, NCR is one of the largest 
computer companies in the world 
with 62,000 employees in over 120 
countries. 

Our products range from personal 
computers and powerful processors for 
a variety of business applications to 
sophisticated retail and financial trans- 
actional processing systems and office 
automation equipment. And behind 
these products is a worldwide customer 
support and service organization. 

NCR is committed to innovative 
computer technology. Now and in the 
next 100 years. 


INNOVATIVE COMPUTER 
TECHNOLOGY. 


YOU CAN EXPECT IT 
FROM NCR. 








Nothing's saferthan _ 
investing in U.S. Treasury Bills. 


Nothing's smarter 
than doing it U.S.Tax Free. 





_ We have just solved the problems that have 
-made it impossible to invest in U.S. Treasury Bills 
without being liable to U.S. Taxes. 
The solution is called Capital Preservation 
Fund International. 
Capital Preservation Fund 
International invests only in short 
term U.S. Treasury Bills. Bills 
backed by the guarantee of the 
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the wealth of the United States. 

And it does it in such a way that non-U.S. 
citizens legitimately avoid being liable to U.S. 
Federal and Estate Taxes and may avoid beingliable 
to their own national taxes. What is more, it does 
so from the secure privacy of Luxembourg, a 
major international financial centre. 

An investment in Capital Preservation Fund 
has other advantages. It gives you immediate 
liquidity. It has no purchase and sell fees. It may be 
maintained in bearer or any other form you 





require. It offers the full advantages of an 
investment based in Luxembourg. Advantages of 
which you may not be fully aware. 

And it is managed by the Benham 
Management Corporation; skilled managers who 
have over $2.2 billion under management in our 
sister funds in the United States. : 

To learn all of the advantages of this unique _ 
form of investment and to get a complete appli- 
cation form just send us this coupon. Enquiries 
receive immediate and discreet attention. 


ORE EERE HH REE RHE HER RED OHHH EE RHE O EHH O EH HES 


To: CPFI, 3 rue Aldringen, 1118 Luxembourg. 
Telex: 2987. Tel: 47 56 12. 
Please send your Prospectus to: 
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Capital Preservation Fund International. 
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SUBSCRIPTIONS ARE ONLY RECEIVED ON THE BASIS OF THE PROSPECTUS, NOT FOR DISTRIBUTION IN THE UNITED KINGDOM OR AUSTRALIA, EXCEPT TO PERSONS 
WHOSE BUSINESS INVOLVES THE ACQUISITION, DISPOSAL OR HOLDING OF SECURITIES, WHETHER AS PRINCIPAL-OR AS AGENT. 


A Dutch uncle to scare off AT&T 


` Tomos, the silicon-chip maker in which | 


the British government reluctantly holds 
a 75% stake, reckons that the Dutch 
“government will stump up £50m ($70m) 


} for its next expansion. The Dutch’ gov- _ 


“ernment has told Inmos, which has man- 

ufacturing plants in Wales and Colorado, 

|. that itis willing to finance a third plant in 

» Holland. Inmos hopes that this may 

hame the British government into say- 

i to a £50m cash bid for it from 
Telephone & Telegraph. 

s has got it wrong. The compa- 

board is clashing with the govern- 

ent over the company’s whole future, 

ncluding the Dutch connection. On 

_ June 6th, the industry minister responsi- 

ble, Mr: Kenneth Baker, made an.ano- 

¿dyne statement about the postponement 

W of a financing deal dreamt up by. Inmos 

--and by the British Technology Group, 


T the government agency which holds the - 


» state ‘shares. This would have raised 
| £30m in a private placement with a group 
of 10 investment institutions.’ But’ the 

government vetoed the deal because the 

`. dilution of the equity via the issue of the 

new shares would have taken the govern- 

t's voting rights below 50%, and so 

-i madeit harder to sell Inmos to AT&T or 
‘another penon . ` 

~~” With the world at present facing a chip 

shortage, it would not be hard for the 

British government to sell Inmos, which 


a's General Electric). 

eckons that its sheer size would 
British products clout in. the 
tional marketplace. But if Mr Teb- 
| is to square that with the Conserva- 
e's competitive conscience, he has to 
lieve that the British armed forces 
‘ould buy American or French products 
‘GEC-BAe’s products were too expen- 
sive or just. not. good enough. If he 

Mbelieves that, he will believe a lot. 


‘Compatible 


TOKYO 


CL and Fujitsu, the biggest domestic 
mputer companies in Britain and Ja- 
n-are plugging in to each other’s re- 
arch on the thinking computers of the 
990s. Since. 1981, the pair have co- 
woperated on computer sales, design and 
components. This week, Sir Michael Ed- 
vardes; the old boss of British’ Leyland 
and the new boss of ICL, went to Tokyo 
sign a deal with Fujitsu that slots his 
iy firmly into Japan's much-vaunt- 


friends and lobbyists say that the compa- 
ny shows so much promise as a strategic 
source of new basic chip technology that 
even a free-selling Conservative govern- 
ment would be loth to provoke an outery 

“by letting Inmos go to AT&T while the 
row over American “technological impe- 
rialism’’ simmers. 

Wrong again: The government reck- 
ons technological patriotism overlooks 
inconvenient facts. Americans call the 
shots on the company’s board. The In- 
mos technology is not really British; 
most of itis in America at the basic R&D 
centre in Colorado. The Bristol design 
centre is still only an offshoot of the 
American base of the company. 

The government is manoeuvring to 
transfer Inmos technology to Britain. 
Selling it to the City in a private place- 
ment, as was proposed and rejected this 
week, would have left the company’s 
board free to go its own way. A proper 
City float would be more attractive to a 
privatising government because it could 
then use a “golden share” ploy, as in the 
British Aerospace privatisation and the 
planned float of British Telecom, . to 
keep control in Britain. 

The other way that Whitehall officials 
think the company can become more 
British is, paradoxically, by a sale to . 
AT&T. Their contorted logic goes like 
this: AT&T is so keen to get the compa- 
ny’s assets—and to sweeten the govern- 
ment to further its wider telecoms ambi- 


ed “fifth-generation” computer project. 


This link presages another between the 
British and Japanese governments. Ja- 
pan’s ministry of international trade and 
industry (Miti) decided in 1981 to inject 
Y45 billion ($200m) of government cash 
over.cight years into a research project on 
artificial intelligence. Miti invited other 
countries to join in. Britain may be first to 
take the. bait; it brings its own officially- 
promoted computer research project 
linked to its Alvey Committee. 

The collaboration between Fujitsu and 
ICL has proved fruitful. When the pair 
first tied up in 1981, it was widely dis- 
missed as a sell-out: the debt-ridden Brit- 
ish firm would just provide the Japanese 
with sales outlets in Britain. ICL agreed 
to market. a big Fujitsu mainframe com- 
puter, the Atlas 10, which Fujitsu admits 
has, so far, sold badly. Yet the most 
important part of the deal was technical, 
and has become more of.a two-way trade 
than most expected, — 

During the next 18 months ICL. will 
bring two new big computers of its own to 
market, the DM1 and Estriel. Both use 
Fujitsu’s chip technology. This ‘has al- 
lowed ICL, a fitch beside Fujitsu or IBM, 
to save on chip research and concentrate 


tions in Britain—that it would agree to 


almost anything. The AT&T offer is still- 
on the table, and the negotiations. aré 
going on to see if the government—as 
owners of the company—can get its. — 
conditions met. . 


soon need a £20m capital inj 
to keep up R&D work, e 
much-vaunted transputer, 
world’s first compiiter-on-a-c! 
Inmos's scientist-founders ( 
employees, hold the 25% of 1 


on several fronts, and a dea 
Dutch would be only one. = 
Having agreed a no-stri 
the electricians’ union last y 
management has won app 
union for a 12-hour day, sev 
night amon 
workforce. Thi: pri 
tivity. The prototypes of the tra 
will be roa by the end of the ye: 
Inmos’s novel computer languag 
Occam, has won good notice 
less a computer guru than 
John Backus, the father of F 


on computer design. In retu 
gets extra chip volume, plus access to: the 
British company’s knowhow o r 
architecture and English 
ware, both weaknesses o 
firm. This week, the two extended t 
deal from'1988 to 1991, ~ - 

The most important pro 
the two will not-come to f 


into the next two generations of comp! 
ers, geared towards producing: ma 
that can “think” like the human brain an 
programme themselves. According to 
Robb Wilmot, the British ‘compan 
president, his firm can offer strengths in 
fourth-generation computer languages © 
and software, parallel processing (sorting. 
lots of data at once instead of bit by: bit) 
and artificial intelligence. py E 
Nobody really knows what. a. fifth- 
generation computer will be like. Despite 
American fears, Japanese researchers are - 
not. in the lead. According to the London- 
stockbroker, Henderson Crosthwaite, re- 
search at. ICL and at British universities, 
as well as at a joint research centre in 
Munich set up by- ICL, Siemens and Bull, 
is ahead in “some areas. That. is why 
Fujitsu is keen to co-operate. Making 













turing technology, both familiar tasks for 
‘the Japanese. Inventing thinking comput: 
_ersis.a far more creative project. 














 Y661.3 billion, leads the Japanese mar- 
ket. But T% of Fujitsu’ s sales were 
exports. Though it is sure to be in the 
-forefront of new computers,. it needs 

foreign partners: for marketing, software 
-engineering and some technology. ICL, 
- whose profits have recovered nicely from 
lean times in 1981-82, was smart to spot 
__ the opportunity: 





: Australia’ s carmakers 


Changing down to 


ing the carmakers’ ni Ne 
because. of the job losses costing them 
votes. . Bu ‘the Hawke government is 




















industry: jobs have been lost 
1.009 have gone over the past 


in „making, distributing and 
cles i in Australia, though. 

T jobs have. been protected by 
: three shields: a local-content requirement 
-which demands that an average of 85% of 
‘an Australian car must be made in Aus- 
tralia; an export-credit scheme that lets 
the local content fall by up to.15 percent- 
- age points in return for exporting parts 
_ (or even whole cars) and, on a dollar-for- 
-dollar basis, . importing. parts that are 
costly to produce in ‘Australia; and a 
punitive tariff on foreign cars that: has 
restricted imports to 20% of the market. 





away these shields. It is proposing to keep 
the 85% local-content rule and to fiddle 
“with the export-credit scheme so that for 
-must be a higher value added in: the 


‘exports, thus creating . 
home. From 1985, the import tariff will 
‘þe cut from 150% to 100% and then by 5 


microchips smaller was largely an exer- 
. cise in perfecting and refining manufac»: 


Fujitsu, with computer sales last year of: 


The government will only slowly take. 


the last 7.5 points of the scheme there 


Sourte: Austraiian Bureau of Statistics 








percentage points a year until 1989 and 


-then by 7.5 points a year until itis down oe 


57.5% by 1992. 


Reckoning that Australia’s “carmakers z 


also need to make fewer models if they 
are to make profits too, the government 
says that it will speed up the race at which 
the tariff is reduced and/or scrap the 
local-content requirement unless the 13 
models now built locally are cut to six or 
fewer. Already Mr John Button, the 
industry. and commerce minister, has 


` stopped Toyota from introducing a new 


model. He has also told General Motors- 
Holden that it cannot make a new four- 
cylinder car at its South Australia plant 
and Nissan that it cannot make a new six- 
cylinder car. 

General Motors now plans to put its 
badge on a-Nissan-built four-cylinder car. 
Mr Button hopes that other consortia will 
emerge to build new models. He is, 
though, encouraging Ford Australia to 
design a new generation of Ford Falcons 


` because he sees in it export potential. 


The logical outcome of the looming 
tariff squeeze should be for two makers to 
quit manufacturing and to import instead. 
Nissan and Toyota each import about a 
quarter of their Australian sales already. 
Along with Mitsubishi, they accounted 
for 35.5% of locally produced sales in 
Australia last year. But. the Japanese. will 


. be loth to be seen to be pulling out of 


manufacturing, and logic has never had a 
big place in the Australian car industry. 


Closed roads 
New car registrations in Australia 


Total 


‘more work at 











Mr Edward Shiga Jam ica’ 's prime mi 
ister since 1980, wants to make his oe 


“the Taiwan of the Caribbean”. 
means attracting more foreign © five 
ment, and to that end Mr Seaga start: 
tour of European financial centres 
visiting London next week. 

Proposals to expand Jamaica's tour 
industry that might involve new inve 
ment of $575m have been mooted. Th 
would be a big advance on. the numero 


‘small projects which over the past tv 


years have attracted only $100m. But ev 
if investors are tempted, there might 

problems. The plans include two. tc 
casinos—not much welcomed in areligio 
society already torn by organised crime. 

Tourism and investment alike dema) 
that.there should be no resurgence of t 
violence of the 1980 election campaig 
Passions have cooled since then, al 
there were 50% more tourists. last y 
than in: 1980. The danger is that} 
Seaga’s attempts to provide the necessa 
platform for economic growth: may i 
flame them again. Unemployment stan 
at 27% of the labour force. Yet } 
Seaga’s recent budget included plans ; 
most to halve the fiscal deficit—fre 
15.4% to 8.3% of gdp. That will me 
higher taxes, and many redundancies 
Jamaica’s sprawling civil service. 

Mr Seaga’s tight fiscal policy has'tv 
objectives: to cut inflation and, by cutti 
the trade deficit, to impress the IMF. F 
must achieve’ both: to consolidate’ t! 
success. of 1981-83, which reversed sevi 
years of economic contraction. ane raisi 
output by around 1% a year. 

‘In 1983, inflation reached an annu 
tate of 17%—three times higher than’ 
1982, but still-well down on the 30%-ph 
of 1978-80. The latest increase was part 
due to the effects on domestic prices 
the devaluation of the Jamaican dollz 
which has fallen by 68%- against tl 
American dollar since November: > 

Jamaica had to devalue to correct i 
growing trade imbalance. The currér 
account deficit was $550m in 1983, cor 
pared with a deficit of $408m in 198 
Output of bauxite, the principal expo: 
has fallen by 30% over. the past tv 
years—and this week the biggest bauxi 


“refinery, jointly owned, by Kaiser, Rey 
‘olds and A 
“over a wage dispute. Borrowing fro 
v abroad has financed the deficit, Taisi 
; outstanding official foreign deb 
billion and the cost of debt service’ to 


Atlantic Richfield; shut dov 








crippling. 30% of export revenues. 
Foor Umes: since last November, d 
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n the Statement by the Chairman 
eneral Meeting on June 1, 1 984. 


tinuing in a most satisfactory way... 


Our new businesses are performing superbly, with = 


AR 


creasing importance in profit terms... . 
e are achieving our objective: the creation of a 
national specialist chemical company, 


ally and well managed, with sound and _ 


CRM. Ringwald, CBE. : 


z profit growth... . 
290.2 


30.2 














Copies of the 1983 Report and Accounts and of 
he Chaitman's Statement can be obtained from 
The Secretary, Laporte tndustries (Holdings) PLC 
old Hanover Square, London WIR OBE. 


SPECIALIST CHEMICALS AND 


RELATED SERVICES -WORLDWID 


and write 
your own cheques 


(Annualised compound equivalent 8°57 % ) 


Designed to suit the special needs of 
expatriates and overseas residents, th 
Bank Sterling Money Fund is a uni 
interest deposit account with a cheqi 
Expatriates benefit from rates of interest 
only available to major investors in the 
market and keep their funds immedi 
accessible, ocon 
“Interest is paid gross without deduction < 
Consider the following advantages: 
© Your money is invested with H.M; Treas 
~ banks, their wholly owned subsi 
local authorities —assets of the 


Interest credited four times a year mea 
higher return because the interest itself ¢ 
for you. So the current rate, if maintained, eque 
No reports are made to any governme 
non-residents of the Isle of Man. i 
Tyndall Bank (Isle of’Man) Limited. is licen 
the Manx Banking Act 1975 


The Tyndall Group is one of the leading 
management groups in the UK and:is who 
Globe Investment Trust RLE, Funds man 

the Globe Group exceed £1,000 mi 


Æ Rave at time of goirig topte ee 
Current rate published daily in-the Financial Tim 


. _ Minimum opening deposit £2,500. 
Regular savings from £100 per month. 


Send off for full details by completing the coupen belo 


‘Tyndall Bank (Isle of Man) Limi 
Dept Econ, 30 Athol Street, Douglas, 
Iseof Marn 0. 





‘Waterford Glass 
moked glass 


- What do glass and tobacco hav: 


$ 






lead-crystal glass maker, and Carroll In- 
dustries, 40% owned by Rothmans, the 
cigarette. giant, have started talks’ that 
may lead to a merger. 

Tf this happens, as seems likely, it will 
be Ireland’s third biggest industrial com- 
pany, with annual sales of around 1£420m 
($480m). Carroll would account for a 
good half of those but, probably, less than 
‘half of the profits. Waterford’s pre-tax 

profit was 1£10.2m in 1983, Carroll’s 

` CT£9.7m. Before the merger talk, London 
stockbrokers were forecasting a 20% in- 
crease in profits this year for Waterford 
but a fall in profits for Carroll. 

Carroll has sought to diversify from its 
core tobacco business before, but with 
patchy success. It approached Waterford 
about a possible merger, but it was Wa- 
terford that made the talks public. Earlier 
rumours that it—one of Ireland’s most 
famous companies and biggest industrial 
exporter—was talking to foreign poten- 
tial bidders had led to calls for the compa- 
ny to be nationalised. 

Strategic mistakes have driven Water- 

































‘has held out hope of agreement 
$180m of standby cred- 


h the deal. Then the way 
‘or rescheduling $160m of 
ink debts. Creditors agreed 
ciple last year, but will not 
| the IMF gives its seal of 
ther planned debt renegotia- 
àge on the agreement. 


hina reckons that 5% of its people will 
‘need to become managers as the country 
‘modernises its economy. That means 
50m people to train. China now has a 
een interest in learning western man- 
t techniques. China's rulers reck- 
he country needs some instruction to 
into. world ‘markets successfully. 
sọ say that, as China starts. pro- 
ore consumer goods, factory 
need to learn about efficient ` 
roduction: How will China’s man- 
tained? t 
n China opened up to foreigners 
fter the “cultural revolution, 




















school’s first five years. The Chinese will 
provide some faculty members of their 
own and the buildings. The school, 
whose teaching language will be English, 


jn Peking. It is giving _ulty will have spent five months studying 
i ~ -business and English in Europe... 
; The Brussels-based European Fou 
“dation for Management. Development, 
‘an association of most European. busi- 


business school J 
£2m ($2.8m) fora joint p 
China Enterprise Manag 
tion, a state body set up in | 
improve management. The grant v 
finance European academic staff forthe“ 





mon? Nothing, except in Ireland, where 
Waterford Glass, the world’s. leading. 


ford to seek a partner. Diversification 





‘opens next spring. By then, the first 35 
student managers and eight Chinese fac- -4 


ness schools, is running the project for « 






group, which owns a chain of department 
stores in Ireland. 

Waterford is also top-heavy. Since..the 
founding of the company in the 1940s, the 
three families involved—the McGraths. 
the Freemans and the Duggans-——have 
swelled the board of directors from five tc 
a cumbersome 25. The board now spends 
a lot of time wrangling with te tr 
generation McGraths, who want to cas 
in on their grandparents’ efforts. 0) 

The three families together own 22% o! 
Waterford, 20% through Crest Holdings 
which in turn is owned by Avenue Invest 
ments, the three families’ investment ve 
hicle. They may be tempted to sell thei 
Waterford stake to pump some cash bacl 
into Avenue. The collapse of Avair, al 
independent Irish airline, with debts o 
I£3m, in which it had a 26% stake, hi 
Avenue hard. So did the recent collaps 
of another of its investments, Walhan 
Holdings, a consumer-electronics group. 


the EEC. The dean will be Mr Max > 
Boisot, an Englishman who is a manage- > 
ment. professor at the Ecole Supérieure 
de Commerce de Paris, Britain's Man- 
chester Business School has designed a 
two-year MBA (master of business ad- 
ministration) course and will lend four of” | 
its teachers. West German and Italian 
universities will also be involved. os 
The Europeans say they will avoid the 
mistake they think the Americans and. 
others make: too much academic theory, | 
not enough practical training. So t 
MBA. course will concentrate on. nit 
gritty factory problems (like how to deal 
with high voltage switchgear insulators. 
made of china clay, which keep cracking ` 
when they are fired in a kiln). C 
ers will get a workout in $0 
lems, partly so that students wi 
familiar with them. Sy 
At the end of their-studies, the gradu- 
ates will be seconded to European com- 
panies as part of ie MBA course, (Chi- 
a 























ave already asked about 


manent bs ‘or China's MBAS oo > 




























the umpteenth time, London's finan- 
markets relearnt two important les- 
week. As the market’s expecta- 
of an imminent rise in banks’ base 
s in the space of a few days, 
Th ossible, probable, certain and 
ck to possible, they learnt that partial 

|, bad guesswork and a strong 
stinct. can combine: to produce 
al instability. Then, Tuesday’s re- 
monetary sums from the Bank of 
ght them, again, that nobody 
st accurately monthly fluctua- 
he money supply and the public- 
rrowing requirement (PSBR)— 
dits’ two favourite clues as to 
the goverment, will steer the 





the money-supply figures for 
show a large increase in the 
road target of sterling M3 
coin plus. sterling sight«and 
its) were partly to blame for 
ions of a rise-in base rates. 
ndon brokers expected a rise of 
in the month. The actual increase 
out to be 1%, leaving the annual 
1 rate at 83%, well within the target 
-10% (see chart). 





em sup pply. 
announced that this year’s s PSBR would 


be weighted heavily on the first half of the . 


financial . year, mainly because of the 






May. So fi markets were serperd 1 to 
find this week 


the monthly average -of '£600m needed to 
hit the treasury’s target for the year of £7 


billion. That was enough to remove the 


prospect of any: immediate, rise in: base 
rates: 


_ The inarket’s anxiety had "also" been a 
partly due to a glum reading of other J 
economic indicators. ‘Sterling M3. 
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At this rate, there will be no 
| Jerbread on British gilts 











































est rates must rise. 
If base rates had gone up this week. 
investors would have expected the ne: 
move to be downwards,. so. they wo 
have been keen to buy gilts. Paradoxica 
ly, therefore, Tuesday’s glad tidings 
money supply and the PSBR may do le 
to help the government's 
gramme than would the wid 
dose of bad news. 
On Wednesday, June 6th, 
gan in four newly-annou 
small infusions of govern 
the Bank of England. Wi 
underlying economic un 
solved, itis unlikely that this 
will put the treasury’s’ fun 
gramme back on track. Ho 
a rise in interest:rates, might the mo: 
tary authorities break the bu 
The pattern of: demand fo t 
plets gives one answer. ` 
Demand was. ahaa fo 
er-dated stocks (93% E: 
and 114% Treasury 200 
the government’s. policy 
long-dated conventional 
has concentrated on sel 
gilts, and short or sho: 
ventional stocks. For two 
@ If inflation stays | 
long-dated stocks, current 
points more than the infl 
prove an expensive form 
@ The treasury hopes that 
demand for long-dated d 
er-term interest rates do 
for company debentures 
it did, bank lending (and, the: 
etary ‘growth) would be reduc 
‘The policy was partly suc 


may be under control; but the wider 
measure, PSL2, has increased over the 
past. three months at an annual rate of 
17%. PSL2 is, roughly speaking, sterling 
M3 plus building society deposits. 
More. obvious. evidence of inflationary 
pressure comes. from the index of whole- 
sale prices. 

External influences are still discourag- 
ing, too. American bond markets rallied 
early in the week, but interest rates did 
not fall enough to put a real dent in the 
yield differential between American 
bonds and British gilt-edged stocks (gov- 
ernment bonds); it is still around 2.2 
percentage points. Even though the trea- 
sury has no formal target for sterling’s 
exchange rate against the dollar, and so 
does not need. to keep British interest 
rates high on that account, it is hard to 
make gilts attractive to investors when 
much higher returns can be earned 
elsewhere. 

. The Bank of England managed to sell 
hardly any gilts in May—it needs to shift- 
an average of £600m a month to meet the 
treasury’s funding target. Buyers’ strikes 
such as this help to make predictions of 
higher interest rates self-fulfilling. Inves- 
tors refuse to buy gilts if they expect 
interest rates to rise (and, therefore, gilt 
prices to fall).. That refusal to fund the 
PSBR speeds monetary growth, so inter- 
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here was little sign of life 
y: debenture market, pen- 


12% of the pension 
was spent on indexed 


of big Amecitan, banks are 
Does that mean they are 


and selling at 3.3 times its 
84 earnings. Other big banks 


r off it (see table). - 


he government wants to sell.’ 


- tions are not short of cash; they k 

of their 1983 cash flow in s 
= liquid assets. That cash could be 
` for the treasury’s planned sales of British 
Telecom, British Airways, and’ Enter- 


prise Oil. Unless the Bank of England is 
forced to tempt it out with an irresistible 
long-dated gilt—and hang the expense to 
the taxpayer. 


Reuters 


On line to British 
Telecom 


Financial advisers to British Telecom 
(BT) had. hoped that this week’s first-ever 
simultaneous share flotation in London 
and New York, by the Reutérs news 
agency, would dispel their doubts over 
the much bigger two-centre sale this au- 
tumn of 51% of the state-owned tele- 
phone company. It did not. 

The Reuters flotation could have been 


NEW YORK 


will beat the stockmarket averages be- 
cause their current depressed prices dis- 
count international debt problems. 
Goldman, Sachs, however, recom- 
mends steering clear of any banks. with 


‘lots of Latin American loans. For those 


the unenthusiastic respo! 
New York, where 40%. 
sold, knocked a few pen 
price. Asit was, Reuters raised £221m for 
itself and its press baron shareholders, 


first day's trading, the shares 

215p by mid-week in London, 

in New York, where they were 

in-bundles'of six in the form of American ; 

depositary receipts (ADRs). ' 
‘Why did the sale in New York goo off 


American. technology stocks: ‘have 
ceived of late. Last week’ s fall į 


Street) did nothing to encourage Ameri- 
can ‘investors to: fork out for shares in a 
British company. 
Reuters wanted to sell its shaté 
York to help get American co: 
buy its financial-information : 
Last year, these chipped in so 
its profits before tax of £55.3: 
reason for going to New York 
refusal of some institutional investors in 
Britain to. underwrite the shares beca se 


et is split-on whether these 
elds aré enough reward for the 
hings might still go badly wrong 
he Rio: Grande.. Mr. James 

, director. ‘of research at the 
firm Keefe Bruyette & 

nk ‘stock specialists, believes 


who want to follow its safety-first advice, 
there are plenty of regional American 
banks that have little or no exposure to 
Latin America: Security Pacific, for ex- - 
ample, selling at $42.50, down from 
$558, its highest point over the past 12 
months. Its earnings would drop'a mere 
3% if interest rates on: Latin American 
loans weré halved. And Texas Com- 
merce Bancshares is one of only. two 
American banks (J. P. Morgan is the 
other) which still have an AAA rating 
from Standard & Poor’s. 


long. BT has different worries. Will 
American investors take to the shares of 
what i is, after all, only a utility gomp ! 
worst case”. Mr Thomas 
jimi Brothers’ top bank 
‘kon the shares of sever- 
cluding Bankers Trust, Citi- 
Midland and J.P. Morgan, 


restricted by law to a fixed ret 
capital employed. The teleph 
ny has to persuade Ameri 
that it can grow a lot 
domestic utilities. 


In the year to the end 
Market 
Percentage changes from <value as % of 
one one 52 week 31.3.84 
week ago month ago book value P/E 
eB 8 56 0 


- Price at 


rarer 





















get off the ground. Even so, the utility’s 
l rs face an uphill slog. Although 
euters has proved that a joint launch in 
don and New York can be done, it 
shown that.an offer can be jeopar- 
for ake of a handful of Ameri- 





rs. Six. months before the 
fer, the company was being 
walued at £1.5 billion, almost twice the 
value that the market eventually gave it. 

»months before the BT offer, the 51% 
mpany up for sale was being 
£4 billion. That has already 
aled down to £3.5 billion. How 
rther will it go? 


















i money by foreign countries 
lòt to read on if they want a sound 
Sleep. Although many foreign 


“sent a special medallion to the Swiss 
mountain town of Bourg St Pierre to 
ettle the bill run up by Napoleon’s 

‘sing army in 1800. And the Czechs 
greed to honour, at least in part, 


ving the amount of principal and interest 
hat will be repaid takes time. In 1982, 
ao the Czechs did a deal with Britain: 18.4 
» tonnes of gold deposited with the Bank 
Of England before the communist take- 
in 1948 was returned to the Czechs. 
rn, they provided £24m in com- 
pensation for bad debts on bonds and 
=- property, nearly £4m of it earmarked for 
“private claims. But it may still be at least 
another two.years before all claims are 
“registered and the money can be shared 
“out. It took 52 years for the successor 
“states of the: Austro-Hungarian empire 
40 complete repayment of loans raised by 
_. thë monarchy before 191. 





Many creditors are less fortunate than — 


the Swiss burghers and Czech bondhold- 
s: Britain’s Council of Foreign Bond- 
holders, for example, ‘still writes to the 









Louis Vuitton 





Not just a handbag 


Sophisticates who tout monogrammed 
Louis Vuitton bags. can now also buy 
shares in the French luxury-luggage mak- 
er. On June 6th, Vuitton stock was float- 
ed on the Paris Bourse. As befits a 
company with such a stylish product, 
Vuitton went straight to the full bourse 
instead of passing through the Paris sec- 
ond marché. The 15% of its shares of- 
fered, the minimum allowed under the 
bourse’s rules, were priced at FFr380 
each. At the end of the first day’s trading, 
they had moved to FFr465, valuing the 
whole company at FFr2.4_ billion 
($290m). An American issue of a further 
5% is to. follow soon on the. over-the- 
counter market. Not in the Reuters 
league perhaps, but still a big step for a 
firm whose family owners only brought in 
outside investors two years ago. 

Vuitton’s fast-growing sales and profits 
mark it as one of the band of up-market 
French firms which have steered neatly 
through recession. In the past five years, 
Vuitton’s sales have jumped from 


governor of the state of Mississippi about 
bonds issued by two of its banks in the 
1830s. Some $7m was never repaid be- 
cause the debt was repudiated after the 
American civil war. The council’s letters 
are ignored. 

The biggest bad debts have come from 
defaults and expropriations in the wake 
of communist revolutions. Britons can 
have little hope of ever cashing in their 
Tsarist Russian bonds, which have a 
combined face value (not including accu- 
mulated interest) of some £50m. The 
Chinese revolution left Britain with 
claims totalling several hundred million 
pounds in the form of bonds, property, 
etc; talks between the British and Chi- 
nese plod on, but no settlement is yet in 
sight. Similar United States claims 
against Cuba total $1.8 billion. 

Occasionally, holders of worthless 
bonds strike lucky and their bits of paper 
can be sold, not for their face value, but 
for their rarity, historical fascination, or 
simply because they look pretty.. The 
market in pretty busted bonds took off in 
the late 1970s. One rare Chinese bond, 
issued in 1898 with a face value of £500, 
was sold at auction for £14,000. But this 








-bond bubble soon burst: The same Chi- .. 


nese bond“ might now. fetch between 
£1,500 and £5,000 (depending on. its. 
condition), while common Russian and 
Chinese issues sell for only a few pounds. © 
Even when a government does decide 






-Socked 


: cash them in. The enhanced rarity of the 
certificates can make this a sound invest- 


‘issue now remains in private collections; 
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FFr159m to FFr830m ($98.5m). Profits 
rose 50% in 1983 to FFr157m. 

. Vuittonhas 53shops around the world. It. 
gets 46% of its trading profits from France 
and 40% from Asia and the Pacific region 
The company plans to expand further in 
east Asia and to boost sales in America. 
Counterfeiters are a worry. They turn out — 
thousands of cheap copii 
Suitcases, bags and trunks 
imitations of the compan ist 
brown canvas crowned with the LV mono- 
gram. Vuitton’s lawyers ca si 
Italian factory that had 37 kilome 
look-alike brown and gold canvas 














Japanese sokaiya 















Japanese shareholders: t: 
the season of companit 
meetings about to begin, 
politan police departmen 
gangsters that rig the me 
the firms that pay them | 
ey. Last week, the police: 
official of Isetan, a d 
chain, for allegedly pay: 





Any offers 
to honour its old debts, some collectors 
prefer to keep their bonds rather than 


ment. Only a handful of an.1885 Chilean 


and ‘they would probably. fetch more 
than the £100 paid by the Chilean gov- 
ernment when it decided to redeem the. - 
bonds last year. ‘ à 










= Vee ean 
After shrugging off this a attentions coat 

er this year of other suitors (eg, the ce 

sir J es. 5 Goldsmith i is on the prowl: aga 






-(racketeets) who threatened to disrupt 
Isetan’s half-yearly meeting in February. 
Six sokaiya were nabbed, too. 

_.. For years, Japanese agms have been a 
‘sham. It has been common. practice, for 
‘some of the 3,500 sokaiya to buy a few 
-shares in a company, to tell its manage- 
ment they plan to ask awkward questions, 
and’ then, when bought off, to help to 
stifle genuine questions: from sharehold- 
ers. This has suited companies as well as 
the racketeers. In late 1982, the govern- 
mem erea amani commercial code 


damaged the sokaiya business. 
police monitored agms and 
ied that the number of sokaiya had 
d to around 100. This hard core is 
ccording to the police, Ise- 
ed sokaiya from one of. the 
, the Rondan Doyukai, ata 


o ask nasty questions about 
s between Isetan and a man 
‘a murder in Los Angeles: If 
found guilty, all the accused face a maxi- 
nalty of six months’ hard labour 
00,000 fine. 

tan arrests are intended to put a 
o the sokaiya ‘business. One 





a ord i 13 hours because it had 
and its businesses had had 





d are said to have 
[BM and General Motors in 


aurant and then paid them Y2m` 








an 
the exchange’s chairman Sir Nicho as 
Goodison was given another _Wigging $ 


money-broking group Exco), ‘the Edin- 
burgh-based broker Wood, Mackenzie 
said on Tuesday, June 5th; that it had 
agreed to sell a 29.9% shareholding (the 
maximum allowed under stock exchange 
rules) to the big merchant bank Hill 
Samuel. So far, no fewer than 11 firms of 
brokers (agents) and five jobbers (market 
makers) have announced links with out- 
siders. Most of the deals have been done 
since the end.of 1983, when it became 
plain that City firms needed a stronger 
capital base with the introduction soon of 
competitive commission rates and the 


Twenty to London brokers— 
and their rlends 


dames Capel 
Gapel-Cure Pyare 
Cazenove 

de Zoete & Bevan 
Fielding, Newson-Smith 
W. Greenwell 
Grieveson Grant 
Hoare Govett 

Kitcat & Aitken 


Laing & Cruickshank 
Laurie, Milbank 
L. Messel 
Phillips & Drew 
Quilter Goodison 
seni & iid ies 
engl riled 
Sheppards.& Chase 
Simon & Coates 
Vickers da Costa 
Wood, MacKenzie 


~Barclays Bank (March, 84) 
-Samuel Montagu (March, 84) 
Figo biol (June, 82) 


J. Rothschild (Nov, 82) 
eani House '(May, 84) 


~Skandia (April, 84) 
~Charter Consolidated (Jan, 84) 


Citi ed (Nov, 83) 
—Hill Samuel (June, 84) ` 


rubbing out of the demarcation line be- 
tween brokers and jobbers. 

The flurry of deals has irked some. of 
those lower down the pecking order. At 
the stock exchange’s annual meeting. on 
June Sth, members of a newly-formed 
ginger group urged Sir Nicholas to delay 
the timetable for change, butto no avail. 
Leading members of the group (led by 
partners from the broking firm Seymour 
Pierce) which boasts the support of 1,000 
of the stock exchange’s 4,300 paid-up 
members, fret that small and medium- 
sized firms (and private investors) will 
lose out when minimum commissions are 
scrapped at-the end of 1985. 

How ‘can they persuade the stock ex- 


_ change council of their fears, when the Unlik 
«firms of at least 16 of the council’s 44 Brazi 
Ds Ir dy 


forged links v 
rs? Partl oe putting up their own ci 





uncil come up for re-election. 


“Seymour Pierce. group plans. to fiel id at ast month i 
Fas mercial: bank, the Banco de Colom! 


least one cassandra, maybe more... 











ates on June 20th, when 13 seats on the 
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nd, one of tl 






















































American bits of his international set 





companies, wants to talk about a friend 
cash offer worth $2.1 billion for Con 
nental Group, a company with revenu 
last year of $4.9 billion from packagt 
(59% of sales), energy (17%), insuran 
(14%) and forest products (10%). 
Continental is playing possum- It sa 
merely that the’ offer was ‘unsolicited 
Continental has bought and sold comp 
nies in recent years to escape from 
original business of making cans for fo 
After sales of companies W $1.7 
lion between 1981 and 1983, Continen 
made net profits of $345m last year. 
Sir James has hinted that he is watchi 
for fresh opportunities in America, a 
somebody seems to have had wi of | 
plan to approach Continental; on Mc 
day, June 4th, its share price rose by 13 
to $39.50, and by mid-week had alm 
reached $42. Sir James has’ already do 
well on Wall Street this year, buying 
8% stake in the St Regis paper amp 
in partnership with other investors | 
$100m and selling out later to the comy 
ny for $150m. 
Opinions of what Sir James. is ‘up 
come cheap: he wants to run the. com 
ny, say some on Wall Street, or to ¢ 
member it or just to raid it for a qu 
profit. Sir James has done all. three 














. America in the past 10 years or so. He 


closely. involved with turning. round 
supermarket chain, Grand Union, bou 
in 1973; has sold off much of Diamd 
Land and made $50m (with others) on 
St Regis raid. Continental must won 
what he has in mind for it. l 








seven Latin American denor counti 

pleaded with the leaders of seven ind 

trial nations who attended | the summi 
ek ti 










mbia has its ‘difficult 
s oldest and biggest o 






nounced a moratorium until the end of 

ugust on the principal repayments on 
out three quarters of the $450m that it 

ves foreign banks. y 

Banco de Colombia is 52% owned by a 
g conglomerate, Grancolombiana, 
hose president, Mr Jaime Michelsen, 
ft the country in December just before 
: was charged with stockmarket rigging 
id fraudulent management of the Banco 
» Colombia’s funds. Mr Michelsen, a 
irmer president of Colombia, was also 
scused of buying a bank in Panama with 
s own money and re-selling it to the 
anco de Colombia at a profit. 

Following Mr Michelsen’s departure 
wr Spain (where extradition laws put him 
eyond the reach of Colombian courts) 
1e banking authorities in Bogota drafted 

reputable veteran banker, Mr Ignacio 
te, to salvage Banco de Colombia. 
Copete, a one-time central banker, 
iys: “There is no question of our [Banco 
e Colombia] not paying the debt; but we 
re renegotiating the repayment terms.” 
fr Copete has started discussions with a 
əmmittee of foreign banks chaired by 
1e American Bankers Trust. 

Banco de Colombia has other troubles. 
ike other large Colombian banks, it is 
iffering from the difficulties of five big 
rivate companies in Colombia—includ- 
ig a steel company, a cement company 
nd the airline Avianca. The central bank 
as helped Banco de Colombia with a 
cheme to refinance the foreign debts of 
he big Colombian companies. The dan- 
er, though, is that nervousness about the 
tanco de Colombia affair among foreign 
tanks could make Colombia's shortage of 
quidity worse. For the past year, foreign 
‘anks anxious to reduce their exposure to 
| tin America in general, have quietly 
__ back their trade credits and inter-bank 
ines to Colombian banks. Colombia’s 
oreign-exchange reserves have declined 
o $1.2 billion in March from $2.9 billion 
2 months earlier. Any further reduction 
n short-term credits would leave the 
ountry's finances in a sticky state. 


Thomson-CSF 
3ird’s eye view 


PARIS 


Jn January 4th this year, French and 
saudi Arabian negotiators settled down 
n Riyadh for final, secret talks on a $4 
sillion arms deal. As they began their 
jneeting, the share price of the French 
lectronic weapons maker, Thomson- 
XSF, registered the latest in a series of 
fumps on the Paris Bourse which had 
laken it from FFr200 on December 22nd 
jo FFr232 at the close on January 4th. 

On January 11th, French and Saudi 
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officials met in Paris, again in secret, to 
sign the agreement (codenamed Falcon’s 
Eye) under which France would supply 
electronic warning and air-defence sys- 
tems. The next day, 65,000 Thomson- 
CSF shares changed hands and the price 
went to FFr260. On January 16th, the 
agreement was announced. Newspapers 
reported that Thomson-CSF would be in 
charge of implementing the contract and 
would earn around $2 billion. On the day 
of the announcement, 95,000 of the com- 
pany’s shares were traded, 

Intrigued, the Bourse commission (the 
COB) began to examine whether the 30% 
rise in Thomson-CSF shares between De- 
cember 22nd and the announcement of 
the Saudi deal was the result of insider 
information. If it was not, the jump was 
hard to explain. Thomson-CSF, 51% con- 
trolled by the state-owned Thomson 
Group, lost FFr2 billion ($304m) in 1982. 

The COB’s report, handed to the public 
prosecutors’s office on May 4th, conclud- 
ed that dealing in Thomson-CSF’s shares 
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was carried out by “people who could 
have disposed of privileged information 
while carrying out their duties in govern- 
ment service or because of professional 
contact they had with the company”. On 
May 31st, a defence ministry official, Mr 
Jean-Marie Carnet, was charged with 
using insider information for his own 
profit. Mr Carnet, an engineer in the 
ministry’s weapons division, took part in 
some of the negotiations with Saudi Ara- 
bia. The COB found he bought 6,750 
Thomson-CSF shares in his own name 
and in his wife’s name shortly before the 
Falcon’s Eye deal was announced. 

A second man has been charged with 
the same offence as Mr Carnet. Mr Jean- 
Pierre de Baritault, a professional head- 
hunter, is alleged to have been told about 


the Saudi deal by senior staff he had ~ 
introduced to Thomson-CSF. The COB ~ 


investigators also found that 35,000 
Thomson-CSF shares were bought be- 
tween January 10th and 13th through a 
bank based in Beirut. 


Tomorrow's man looks over yesterday's man's shoulder 


Birk’s peer 


Merrill Lynch, the world’s biggest stock- 
broker, seems to be saying that it has lost 
its way and wants fresh leadership to find 
it. Mr Roger Birk will hand over as chief 
executive next month to Mr William 
Schreyer, now president of the company. 
Mr Schreyer says that he will soon an- 
nounce “a major restructuring of the 
whole corporation”. 

Merrill Lynch grew fast in the three 
years after Mr Birk took over from Mr 
Donald Regan (now the treasury secre- 
tary) in early 1981. But it took some hard 
knocks, too. Revenue rose from $3 bil- 
lion in 1980 to $5.7 billion last year, 
while shareholders’ equity doubled be- 
tween 1981 and 1983. However, the 
company lost market share to the dis- 
count brokers, invested rashly in Hong- 
kong’s largest securities firm, Sun Hung 
Kai, and made a big loss in the fourth 

uarter of 1983 when it set aside $83m 
after tax) to repay investors who bought 


NEW YORK 


annuities through Merrill Lynch from 
the troubled company Baldwin-United. 

Nobody blames Mr Birk directly for 
these setbacks. All financial companies 
are struggling to find ways of selling a 
wider range of services. Merrill Lynch 
has dreamed up more innovative services 
than its rivals (notably its cash manage- 
ment account, which combines a check- 
ing account with brokerage services) but 
it seems less sure of how to sell them. 

Mr Birk says he is leaving without 
being pushed. Wall Street, which counts 
his leadership of Merrill Lynch neither a 
success nor a failure, believes him. The 
company’s top priority is now to cut 
costs, which were up by 17% in the year 
to the end of March, Though they al- 
ready appear to be under better control, 
Mr Schreyer intends to make the firm 
still leaner. Mr Birk, who wanted to 
retire early, seems happy to let him get 
on with it. 
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we been sold. This announcement ap 



















: Nippon Credit Bank (Curaçao) Finance, NV. 


(Incorporated with limited liability in the Netherlands Antilles) _ 





ECU 50,000,000 
11 per cent. Guaranteed Bonds due 1991 





ue Unconditionally and irrevocably eoatanteed as to payment of principal and interest by 


-The Nippon Credit Bank, Ltd. 
(Kabushiki Kaisha Nippon Saik n | Shinyo Ginko) 
; A incorporated with: limited ishi in Japa) 
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Banco d Roma 


in éerit. a tendency to commit 
iis Sarong conclusion has 


lysed the backgrounds of 
f people who were adopted as 


way ied should not be surprising. 
! is that whether somebody 
criminal. is: ac k bis 


open. to misinterpreta- 

is likely to prove highly contro- 
-rofessor: Mednick was. advised 
agues to burn the results., 

he published them in the May 
of the journal Science. But with 
eats. First, the results apply only 


ther than violent ones, Secs — 


rofessor Mednick does not ad 


it: 75% of the sons. of 
never received a con- 


their foster parents. 
which a child was adopted 
ference to the figures. Be- 


n rat was a better predictor of 


üc erannimer iinta iaaa O O 


"convicted son than a one-time criminal; 


the smaller sample size 
figures ‘should be kë 


91% of his sons would no 


offenders; and half t 
the: conviction rate of amale adoptee than 
the foster father’s record (see chart 1; too 
few female adoptees committed crimes to 
matter statistically). Intriguingly, in the 
few cases where his real mother had been | 
convicted, the adoptee was even more 
likely to be convicted. 

Supporting evidence came from analys 
ing the fate of brothers and half-brothers 
ought up apart The scientists calculat- 


chronic offenders aré di 
important: 4%. of the cnin 
ted 69.4% of offences. 
Of course, the term 
multitude of sins from fra 
The,study made no dis 
nal conviction, however tr 
But, with one exception 
crime made little. differen 


_ crime such as fraud was as 


common theft. 
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@ Concordance’ of two male adoptees’ 
conviction records 
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“full brothers. brought up apart 


+ And/or mother in sach instance + Probability, given that one of two male adoptees is Cony 


brother (or another selected adoptee) 
also convicted? The results, illustrated in 
chart 2, show a consistent increase as you 
move from unrelated. adoptees to half- 
brothers to full brothers, If the full broth- 
ers had a convicted father, the chance of 


the-second brother being ponyicteg was, 4.1 
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‘SCIENCE AND TECHNOLOGY 


. ty is that what is being measured is a side- 


effect of something else: intelligence, for 
example. Clever people are better at 
avoiding, among other things, capture or 
conviction. So maybe all that the study 
shows is the heritability of intelligence. 
To test this Professor Mednick ran a 
separate test on the data. For a small 
section of the adoptees, the results of IQ 
tests were available. The relatively clever 
people showed as much criminal herita- 
bility as the relatively stupid ones. 
Instead, Professor Mednick speculates 
that the relevant inherited factor is what 
is known as “autonomic nervous system 
responsiveness”. The autonomic nervous 
system unconsciously controls things like 


- heartbeat, sweating and adrenalin secre- 


tion. It has been tentatively demonstrated 
that people whose pulse rate responds 
only a little to mild stress have a slightly 


- higher probability of being convicted of 


crime than those whose pulse responds a 


_ great deal. A cool, phlegmatic personal- 


à 


ity, in other words, is one of the things a 
criminal often needs. (It is also, Professor 
Mednick points out, one of the things an 
astronaut or a bomb disposal expert 
needs, so there is no question of labelling 
such people criminal types.) 

On the face of it, an explanation based 
on nerves makes the exclusion of violent 
crime even more surprising. Professor 
Mednick’s reasoning is that the violent 
offenders’ real parents included a high 
proportion of psychiatric cases, and it was 
the psychiatric disorders they had passed 


` on. There are other possibilities. A pro- 


pensity for violence is occasionally linked 
to brain damage to the baby in the womb 
or during birth. In addition, most violent 
crimes are committed between intimates: 
they are usually passionate crimes in one 
sense or another. Theft requires colder 
blood. 


In an unstatistical world 
However carefully researchers conduct 
and explain studies like this (and Profes- 
sor Mednick and his colleagues have been 
scrupulous about both), plenty of people 
are always eager to use the results as a 
springboard to the wrong conclusions. 
The idea that inheritance makes criminals 
has a long and unhappy history. It began 
in 1876 with Cesare Lombroso’s ludicrous 
but influential claim to have defined the 
criminal physiognomy. In the 1960s, it 
was discovered that men with an extra Y 
chromosome were slightly overrepresent- 
ed in prisons. The discovery was widely 
misinterpreted to mean that the extra 
chromosome conferred inevitable crimi- 
nal tendencies. Yet 96% of such men 
never had trouble with the law at all. 

As for the latest study, the two impor- 
tant things which hotheads are likely to 
forget are that only a propensity is in- 


86 


volved, and that most of the time the 
propensity is never realised. Still, the 
evidence keeps piling up: it seems that 
some tendency to criminality can be 
passed on, and that small numbers of 
criminals are responsible for a large 
chunk of the crime. These things have to 
be tackled. The best approach would be 
to identify people on their way to becom- 
ing habitual criminals early enough to 
stop them from getting there. Handled 
carefully, the facts uncovered by this 
study could help. 


Bifocals 


Just Grin and 
wear it 








So that’s what The Economist was saying! 


It has somehow eluded the headlines, but 
1984 marks the 200th anniversary of bifo- 
cals. Benjamin Franklin was 76 when he 
complimented himself on his “invention 
of double spectacles, which serving for 
distant objects as well as near ones make 
my eyes as useful as they ever were”. No 
doubt he suffered from presbyopia, the 
age-induced stiffening of the muscles that 
control the lens of the eye. The sufferer 
cannot focus his eyes on nearby objects. 

In the long run we are all presbyopic. 
British presbyopes alone number some 
25m; they are joined by nearly a million 
more each year. For cosmetic reasons not 
many are happy with Benjamin Frank- 
lin’s split-lens solution. 

One alternative has been available 
since 1951, when a French firm. called 
Société des Lunetiers (now Essilor) intro- 
duced the Varilux. Invented by Professor 


daar os. 


Bernard Maitenaz, now Essilor’s chair- 
man, this lens has no visible split and 
allows a gradual variation of focus from 
near to far. 

Varifocal lenses work because of their 
non-spherical (called aspheric) surfaces: 
the curvature of an aspheric-lens, and 
hence its focal length, varies from one 
point of the lens to another. But most 
lenses are designed to be spherical be- 
cause it is so much easier to grind them 
that way. Only the development of com- 
puter-controlled grinding machinery and 
sophisticated injection-moulding tech- 
niques have made mass-production. of 
aspheric lenses possible. They remain 
fairly costly. 

So lens designers are trying another 
tack, varying the refractive index of the 
lens. This index measures how much ° 
substance bends light passing through it, 
change in the refractive index can pro- 
duce the same optical effect as a change in 
the curvature of the lens. The refractive 
index is usually constant for a lens. Theo- 
retically, a lens could be produced from 
material in which the refractive index 
varied. A lens with the correct variation, 
or gradient, of refractive index (called 
Grin) would perform exactly like an 
aspheric lens, but without the need for 
expensive aspheric surfaces. 

Grin has already been commercially 
applied in fibre optics. Telecommunica- 
tions fibres one ten-thousandth of a milli- 
metre across, have been produced with 
radial (centre to surface) Grin. A pulse of 
light travels down a Grin fibre in an 
undulating path, rather like a slalom 
skier. The path in a conventional fibre is a 
jagged zigzag as the pulse repeatedly 
reflects off the fibre’s interior walls. The 
Grin version improves both the intensity 
and bunching of pulses; this allows long ` 
fibres and higher transmission rates. The 
Japanese company Nippon Sheet Glass 
has developed broader Grin fibres, up to 
three millimetres across, as lenses. 
Applications range from photocopiers to 
endoscopes—illuminated tubes through 
which surgeons can look inside the 
body. 

To use Grin for lenses in glasses would 
require fibres five centimetres across. 
Slices of it could then be turned into 
spectacle lenses. Unfortunately, Grin fi- 
bres that big are very hard to make. 
Scientists at Corning Glass and at Roch- 
ester University in upstate New York are 
exploring ways of cracking this problem. 
The Japanese are also experimenting with 
plastics. 

The value of Grin lenses would not be 
restricted to glasses. Kodak is also inter- 
ested. A recent experiment involved re- 
placing the six lenses, or elements, that 
make up a photographic lens with two 
Grin elements. The optical performance 
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been three years since Spaniards in 

tricts of Madrid, and in villages 

of Castille and Leon, began falling ill 
adulterated rapeseed oil. Or did 
eport leaked late last month 

. from the national panel investigating the 


scandal s‘doubt on the assumption 
that the oil was the culprit. Most experts 
think that the leaked report is wrong; but 
causes’, of the illness remain a 
mystery. . 
More than 20, 000 people have become 
352 have died, since May 1981. 
rë stricken with a disease whose 
ptom was muscular atrophy 
ad tọ premature ageing. ‘The 
ally accepted explanation for the 
; that batches of treated rape- 
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around the ring of scarps 


ries of long, fragmented 


Mars “by. meteorites ‘which gouge out. 
„craters and throw dust and rock on to- the 
craters’ rims. Yet the fragmented moun- 


tains.of the Martian scarp do not appear 
to. be associated. with individual craters. 
Maybe, suggest the two scientists, they 
are the remnants of a single enormous 
crater rim, more than 24,000 kilometres 
in circumference. 

This would explain the relative lack of 
small craters in the northern hemisphere: 
the surface was wiped clean at some point 
by the impact that made the northern 
lowlands. It also would explain the lava 
flows, The crust was so weakened by the 
impact that the lava seeped through. 

What could have dug such an enormous 
hole? Extrapolating from the known ef- 
fects of small asteroids, the researchers 
estimate that the one that did the damage 
must have been at least 600 kilometres 
across. That isnot impossible. Three of the 
solar system’s existing asteroids are that 
big; there would have been many more 
such behemoths when Mars was young. 

The earth has taken its share of aster- 
oids; they are now implicated in the death 
of dinosaurs. The great extinction that 
afflicted not only them but many other 
creatures 65m years ago has long been a 
playground for speculative scientists. Zo- 


_ ologists are convinced that the extinction 


was gradual. and uneven, not sudden. But 
over the past few. years, the idea that.a 
dramatic event triggered a'terrible change 


‘healthy; in places where it was not dis- 
tributed, families were hit. 

This report has received much publici- 
ty. But it seems to represent the view of 
only a single member of the 300-person 
Spanish investigating panel and most 
experts dismiss it. 

Dr Tom Connors, a director of the 
Medical Research Council’s Toxicology 
Department in Surrey, England, which is 

-investigating the Spanish scandal on be- 
half of the World Health Organisation, 
says that nobody has come up with a 
persuasive alternative to the hypothesis 
of rapeseed oil adulteration. Everybody 
who has contracted the disease was ex- 
posed to the oil. All the epidemiological 
evidence suggests that the disease is 
closely associated with ‘the ingestion of 
rapeseed oil marked with aniline dye to: 
indicate it was for industrial use only: It 
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rom the disease fell dramatically: aft 

the authorities impounded the oil. 
‘Even so; why hab a precise explan 
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would explain why nobod has 
to reproduce the precise toxic conipound 
that caused the disease. 

The disease itself has eluded successfa 


the tainted oil disrupted the victims 
autoimmune system, the body's defer 


Most autoimmune diseas s; such ‘as: 
rheumatoid arthritis, are: not well 
understood. despite many 
investigation.. 
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wayload assist modules) to get 
pen s to the elliptical orbit. 
ttle will undoubtedly 
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aly sooner rather than 

e meantime Ariane- 
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s a very accurate in- 
rbit. This means the 
less of its own fuel 
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Ss more left over to 


ers, before sign- - 
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lete: package with 
cratic hassles. In addi- 


Kriar ardly the product of 
qual national effor 


hare was set at | 


ne Briton says: 


grudgingly agreed to delign 
shtrays.”) The cost of the 


elopment programme was set 


06 ‘billion. in. January, © 
prices. The participating 


guaranteed an extra 15% on top 
ofthat. o o Sea ' 
~ The first. flight test of 


“Ariane rocket was on’ Christ 
Eve, 1979. It worked. The ne 
‘in May, 1980, did not. Two mo: 
test flights in June and: Decem- 


ber, 1981, succeeded, and the 
development phase was-over. © 


ries”, four commercial launches 
designed to attract ‘customers. 
The first, in. September, 1982, 
was an embarrassing failure—not 
least because it prompted insur- 
ance companiés to review their 
rates for Ariane launches. But 
the next three succeeded. From 
last -month’s launch. onwards, 
Ariane launches are the responsi- 
bility of Arianespace, which was 
incorporated in March, 1980, as 
the world’s “first private space 
transport company”. 

The company is owned by al- 
most everybody who is anybody 
in European aerospace: there are 
36 manufacturing companies, 13 
banks and also—as overseer of 
Ariane launches—the French 
Centre National d'Etudes Spa- 


S). France domi- 
hareholders have a 
iare: of Arianespace. 
est national stake is 


Id by West Germany, whose 


-six shareholders own 19.6%. 


_Arianespace’s immediate fu- 
ture looks assured. It has. orders 


worth some FFr6.5 billion to 
Next came the “promotion se- 


launch 28 satellites for 14 differ- 
ent customers. And the success of 
the contract with GTE should 


encourage more Americans to” 


use Ariane as an alternative to 
competing for a place on the 
shuttle. 

Ariane’s price-competitiveness 
is becoming a sensitive subject. 
At the end of May America’s 
Transpace Carriers Inc filed a 
complaint with the United States 
Trade Representative accusing 
Arianespace of “predatory pric- 
ing”. TCI, established in 1982 to 
put the Nasa-developed Thor 
Delta rocket into commercial 
use, says Arianespace is offering 
its services to American custom- 
ers at rates up to 33% below 
those it charges Europeans. 
Arianespace, which says it 


European space genealogy 


Western Europe has been trying for 20 years to co-ordinate its 

_ Space activities. The effort, marred by both p 
‘scientific differences, has none the less had its triumphs— 
notably Ariane. Ariane is the brainchild of the European Space 
Agency (ESA), which was créated nine years ago out of two 
organisations that had started life in 1964: the. European 

| Launcher Development Organisation (Eldo) and the European 
Space Research Organisation (Esro). 

Eldo was set-up to provide Europe with its own civil launch 
vehicle, to be. known as Europa. Its leading proponent was 
Britain, which wanted to salvage something from the Blue 
Streak programme. Blue Streak had been cancelled as a missile 
in 1960, but Britain thought its technology could provide 
Europa’s first stage. In the early 1970s the Europa project 
collapsed because of technical problems and political bickering. 

Despite that setback, France and West Germany (more than 
Britain) remain committed to an independent European com- 
petence in space. Between them France and West Germany 
provide the ESA with almost half of its $770m annual budget. 

France has also decided to ‘back the Columbus project, a 
scheme. proposed by West Germany with the support of Italy. 
This: will provide modular units. to be fitted on the planned 
American space station. In return West Germany will support 
France’s plan to develop a cryogenic engine (fuelled by liquid 
oxygen and liquid hydrogen) for future space vehicles. This 
engine would, for example, power the proposed Ariane 5, a 
launcher that could send satellite-servicing European astronauts 
into space aboard a vehicle called Hermes. 

Overshadowing all is America. Earlier this year Nasa invited 
Europe to share in the establishment of a manned space station 

France and Germany on Columbus makes sense only if Ex 
takes up America’s offer (although E 
‘be able to put up a space stati en 

. 0 giving: the last time it lon a: wi 
America was when ESA designed and. built Spacelab, 
manned vehicle sent into. space last year aboard the shuttle. 
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| America. This time Nasa will have to offer a better deal. 
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AMER GROUP LTD 


has successfully completed a private placing of 
600,000 free A-shares at FIM 130 per share to. 
E -raise FIM78- million{£9.7 million). in addition, the free A-shares of 
the company have been admitted to the Official List of The Stock Exchange - 
: in London, and are listed on the Helsinki Stock Exchange. 


The placing was carried out by:- "cate ith 
| _KANSALLIS-OSAKE 
Aleksanterinkatu 

00100 Helsinki 10 Ang 


in conjunction with 
CAZENOVE & CO. 
12 Tokenhouse Yard 
— tondon—C2R7AN. | 
and at The Sock Exchange 


Venture Fund | 
Placingby = 
Charterhouse Japhet plc 
Units have been placed by 
- Charterhouse Japhet plc — : 
with United Kingdom pension funds 
to raise £15 million 








300KS PLUS : 


ajor political party. Just a 
Michael Foot-aspired to be 


sit round the table on 

e presidents of France 
to negotiate with 

1. Yet he has now 

quite apart from its 
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tionate essays about his heroes, Defoe, 
Swift, Paine and Hazlitt. 

Not a bit of it. Although nobody could 
ever guess from the title (or the subtitle 
either, for that matter), “Another Heart 
and Other Pulses” consists largely of a 
narrative account of the June, 1983, elec- 
tion campaign, complete with details of 
speeches made, constituencies visited and 
hours” in. television “studios endured 
(though he seems to have enjoyed his 
television interview with Sir Robin Day, 
which he reprints in full as an appendix). 
It is. as though Alf Landon had rushed out 


‘a book on his drubbirig at the hands of 


FDR or Thomas E. Dewey of his at the 
hands of Harry Truman. There is some- 
thing: distinctly odd about a politician 
setting out to remind the world, at length, 
of the circumstances of his own humili- 
ation. 

Even odder is the fact that by no means 
everything in these pages is defensive in 
tone. This is not, as might have been 
expected, an extended essay in self-justi- 
fication; Mr Foot, on the contrary, readi- 
ly concedes that his leadership may have 
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MINISTER: Inside the Hidden 

of the News Manipulators 

By Michael Cockerell, Peter Hennessy 
and David Walker. , 
Macmillan. 255 pages. £9.95. » 


Britain's top political journey. bec 
ever more like their American counter- 
parts: no longer content with pressing _ 
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Global demand for cars is likely to 
grow by an average of 2 per cent a year 
between now and 1990. But because of 
the probability of its being higher in 
developing countries than in the indus- 
trialised nations, producers are facing 
complex problems. These are two key 
findings in LONG-TERM OUTLOOK FOR 
THE WORLD AUTOMOBILE INDUS- 
TRY. At the same time, carmakers are 
grappling with rapid technological 
change, and workers with uncertainty 
about the numbers of jobs the industry 


will provide. So far, though, the study 


notes, falls in demand have cut more 
jobs than automation. 

A major participant in world trade, 
the automobile industry is vulnerable to 
tariff and non-tariff barriers. These are 
among the issues covered in another 
new study, COMPETITION LAW EN- 
FORCEMENT: International Co-opera- 
tion in the Collection of Information. 
And, still on the subject of competition, 
fresh from the press is INTERNATIONAL 
TRADE IN SERVICES: INSURANCE. 
Identification and Analysis of Obsta- 


cles. 
ORDER FORM 
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Walker, also previously of The Econo- 
mist, was a Harkness fellow in the United 
States, worked on Capitol Hill and is co- 
author of a book about the California 
media industry. All reckon they have a 
right to look politicians, and civil ser- 
vants, straight in the eye. 

They have one other thing in common. 
None is a member of the parliamentary 
lobby, that half-secret brotherhood of 
press men who attend regular “‘mass non- 
attributable briefings” (the authors’ 
phrase) and then write (according to the 
authors) near-identical stories that have 
often not been checked and are based on 
little more than the misinformation and 
disinformation supplied to them by a 
minister, opposition leader or, frequent- 
ly, the prime minister's press secretary. 
The authors’ straightforward aim is to 
blow the whole edifice of government 
secrecy and news management—the lob- 
by itself, the Official Secrets Act, the 
network of inaptly named government 
information officers, whose job is not to 
disseminate information but to conceal 
it—sky high. 

Partly for this reason, “Sources” is, on 
one level, a bit of a mess. Too many 
bombs go off all at once. The authors 
attack the endemic secretiveness of Brit- 
ish government, the equally endemic 
practice of news management, the impro- 
priety (as they see it) of Mr Bernard 
Ingham, a career civil servant, acting as 
Mrs Thatcher's highly partisan press sec- 
retary and the Conservatives’ use, during 
the most recent election campaign, of the 
latest public-relations and advertising 
techniques. The trouble is that these may 
all be targets of opportunity, but they are 
not the same targets. The United States, 
for instance, combines far more open 
government than Britain with even more 
media-centred election campaigns. The 
authors, in attacking government secrecy, 
also cannot resist the temptation to reveal 
all the secrets that they themselves have 
succeeded in unearthing. Their findings 
are fascinating (about, for example, the 
mutual hatred of Mrs Thatcher and Mr 
Francis Pym) but are sometimes tangen- 
tial to the argument. 

That said, “Sources Close to the Prime 
Minister” needs to be read by everybody 
with a claim to an understanding of how 
British government works at the top. In 
order to blow up the edifice of secrecy, 
the authors have had to burrow their way 
well into its interior, and what they have 
to report about matters as disparate as the 
1949 devaluation crisis, the decision to 
build the atomic bomb, the more recent 
Chevaline project, the home-front Falk- 
lands war between Downing Street and 
the ministry of defence, and the structure 
of the present government's cabinet-com- 
mittee system is invariably of absorbing 


OSes re 


interest, and is occasionally hair-raising. 

The authors hint at one point that 
politically-inspired Downing Street leaks 
may have resulted in increased British 
casualties at Goose Green. They make 
the case for more open government less 
by logic than by example; and their best 
single example-is the desperate efforts 
made by Mrs Thatcher first to divert 
attention from the government docu- 
ments on the future of the welfare state 
that were leaked to this newspaper in 
September, 1982, and then to claim that a 
heated cabinet discussion of the crucial 
think tank report on the subject had 
never taken place. It actually lasted for an 
hour and a half. As we remarked at the 
time, the government’s campaign of dis- 
information amounted to an attempt “to 
re-write history along Pravda lines”. 
More important even than the gove 
ment’s disinformation campaign was i 
partially successful attempt to suppress 
public debate of a decisive national issue. 

The authors paint a deeply unattractive 
picture of the operation of Mrs Thatcher's 
Number 10. They protest too much. This 
is simply an administration, as they point 
out, that plays hard ball. 


A quiet stream 


SECRETS OF A WOMAN'S HEART: 
The Later Life of Ivy Compton-Burnett 
1920-1969 

By Hilary Spurling. 

Hodder and Stoughton. 336 pages. 
£14.95. 


It is now 10 years since Hilary Spurling 
wrote “Ivy When Young”, the first instal- 
ment of her biography, covering her sub- 
ject’s first 35 years, which Ivy herse 

always kept as a dark secret from h 

many new friends in the latter part of her 
life. Mrs Spurling discovered and related 





Ivy: a writer and her world 
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D-day books 
Recalling the longest day 


Max Hastings and Stephen Ambrose 
stand out among the many authors cele- 
brating the 40th anniversary of D-day 
and what followed from it. Mr Hastings’s 
Overlord (Michael Joseph, £12.95) is a 
fine account of the strategy and the 
tactics of the campaign—readable, vivid 
and accurate. The author has been shot 
at himself; he took part in the Falklands 
landing. This has done marvels for 
quickening his understanding of what 
such landings are like, and adds an extra 
cutting edge to his book. He goes over a 
well-worn path, full of pitfalls, and falls 
into none of them: he treats this famous 
campaign in a fresh and original way. 

He shows how difficult the landing 
was, how it succeeded, how the enemy 
was deceived, and how the break-in led 
to the breakthrough. He makes no secret 
of the higher quality of German tanks, or 
of the Germans’ superiority as fighting 
men over their American, British and 
Canadian adversaries; he shows how 
they lost all the same, because they could 
not command the air. He can descend 
from strategy to ordinary life as well; he 
quotes an SS trooper’s remark that “the 
constant torture of lice was sometimes 


tthe full story of the family’s origins and of 
Ithe oppression, misery, death and sick- 
mess which governed Ivy's early life, dur- 
ling which she played pretty well all the 
‘parts in her novels. That included even 
the middle-aged, ruthless female oppres- 
sor, when she was left as the eldest of the 
family after her parents and brothers had 
all died. By the end of the book, she had 
sailed into calmer waters; she had met 
Margaret Jourdain, who, in 1919, moved 
into her flat, and they were inseparable 
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up to that point and by a short, telling 
foreword by the late Lord Mountbatten. 
Mountbatten points out the vital role of 
Combined Operations Headquarters, 
which Keyes, himself and Laycock com- 
manded in turn, in working out the 
details of how that trickiest of opera- 
tions, an opposed landing from the sea, 
can be made to succeed. Tute served at 
COHQ himself and knows his subject. 
“D-Day” says more than other books 
about a tiny, till recently highly secret, 
indispensable part of the force: the Com- 
bined Operations pilotage parties which 
had been visiting the beaches for 
months, to collect soil samples, and were 
back there well before H-hour, fixed in 


* precise positions close offshore, to guide 


worse than the fighter-bomber attacks”. 

Stephen Ambrose’s Pegasus Bridge 
(Allen & Unwin, £8.95) takes one criti- 
cal feature of the assault, and describes it 
so vividly that the reader feels transport- 
ed on to the ground at the time, can hear 
the gunfire and watch the wounds bleed. 
Mr Ambrose, having spent 20 years with 
Eisenhower's strategy, now tackles a 
single, vital tactical point. The left flank 
of the landing was to be held by the sixth 
airborne division. Its safety hinged on 
securing a pair of bridges between Bén- 
ouville and Ranville, across the River 
Orne and the Caen-Ouistreham canal. 
Six platoons of the Oxfordshire and 
Buckinghamshire light infantry under 
Major John Howard were landed by 
glider just after midnight on June Sth-6th 
to seize them, in what has been called 
“the greatest feat of flying of world war 


Compared with these two, the other 
books—even on so wild a subject as 
battle—seem a trifle tame. Warren Tute, 
John Costello and Terry Hughes have 
revised D-Day (Pan, £4.95), a lavishly 
illustrated account of the landing, pre- 
ceded by a thumbnail sketch of the war 


till the latter’s death 42 years later. 

One had wondered whether the second 
volume would ever appear. Was there 
anything left to say, beyond the bare fact, 
known to everybody, that these two old 
ladies lived happily together and enter- 
tained their many friends? However, here 
it is, timed to appear at Ivy’s centenary. It 
depicts a quiet stream, with eddies and 
small episodes of turbulence, but nothing 
like the maelstroms of the earlier volume, 

Margaret Jourdain was the elder of the 


in the armada of landing craft. The navy 
had not forgotten the disasters of 1915, 
when the Anzac corps was put ashore on 
the wrong beach at Gallipoli, or of 1918, 
when the ship that was to have blocked 
Ostend against U-boats blocked a bit of 
beach a mile away. In 1944, there were 
no such mistakes. 

H. P. Wilmott, a military historian 
who teaches at Sandhurst, tries in June 
1944 (Blandford Press, £8.95) to put D- 
day into the context of what was going on 
elsewhere in the war during that month. 
It is useful to be reminded that Rome fell 
on the 4th, Vitebsk on the 26th, and that 
the American landings on Saipan, which 
began on the 15th, brought on air battles 
that set decisive limits to Japanese air 
power. Mark Newman edits Operation 
Overlord, a 40-page illustrated supple- 
ment to the Portsmouth News (60p), 
unusually well produced and of general, 
even more than of local, interest. 

Wynford Vaughan-Thomas, who was 
in the leading wave at another wet and 
bloody crossing—over the Rhine in 
March, 1945—introduces D-Day to Vic- 
tory 1944-1945 (Collins, £5.95), a selec- 
tion of front pages from the John Frost 
collection of popular British and Ameri- 
can newspapers. 

These are interesting as much for what 
they leave out as for what they put in. 
The 63 days’ agony of the Warsaw rising, 
for example, is hardly mentioned, 
though there is room for the re-opening 
of Hastings promenade to the public. 
The propaganda tone of these papers is 
clear, even sometimes shrill; much of 
their reporting is now known not to have 
been quite accurate. 


two, already a well-known writer on fur- 
niture. Ivy, unknown when they started 
living together, gradually overtook her in 
fame as novel followed novel. The oddest 
thing is that neither Margaret nor her 
“furniture friends” had the least regard 
for Ivy’s.“silly little books”, as Margaret 
called them; usually they did not even 
read them, fond as they became of Ivy. 
The essence of the story is the gradual 
fulfilment of Ivy.as a person, looked after 
by Margaret, over their many years to- 
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E The Economist 
Intelligence Unit 


Just published: EIU Special Report No.169 


Microtechnology 
in Banking 


AN OVERVIEW 


This report draws primarily on the UK 
banking experience but also takes in the 
broader international scene. Examines the 
new electronic tools available and the extent 
to which the banks have responded to the 
opportunities they offer. It looks at the 
mechanices of new services and systems 
and how they may evolve. 


The EIU Lid, 27 St James's Place, London SWIA INT Reg No 563972 


O Please send: MICROTECHNOLOGY IN BANKING: AN 
OVERVIEW, Price £55 or US$110. Airmail postage extra 
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TheEconomist 


IntelligenceUnit 


Just published: EIU Special Report No.168 


Opec and the World 
Refining Crisis 


In the Gulf and elsewhere, oil producing 
countries have been moving downstream, 
and investing in large, modern, versatile 
refineries. Their impact upon the economics 
of refining in various parts of the world is 
analysed in this Special Report. Essential 
reading for those who need to understand 
the causes and consequences of the world 
refining crisis, and Opec’s role in that crisis. 


The EIU Lid, 27 St James's Place, London SWIA INT Rag No 563972 





O Please send: OPEC AND THE WORLD REFINING CRISIS. Price 





| £250 or USS5O0. Airmail postage extra outside Europe £2 | 
| (USS4) 
| O Fol details of the current range of EIU publications | 
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| The Economist Intelligence Unit Ltd 21) | 
27 St James's Piace 137 Avenue Louise, Boite 5 | 
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10 Rockefeller Plaza, 12th Floot Friedrichstrasse 34 | 
1 New York: NY 10020, USA 6000 Frankturt am Main 1 | 


W.Germany. Tel: 0611-728141 


94 


gether; terrible emotions, much in the 
style of her novels, when Margaret was 
seen to be dying and after her death; and 
Ivy’s gradual recovery, helped by many 
friends, after her period of mourning. 
Mrs Spurling’s analysis, drawing on the 
written memories of friends, who all 
knew how to write and were clever ob- 
servers, and illustrated by quotations 
from the novels, is extremely readable. 


Covent Garden 


No triumph for Aida 


Jean-Pierre Ponnelle’s new production of 
“Aida” for Covent Garden, replacing the 
handsome, but now threadbare, Peter 
Potter version, first mounted in 1968, 
aspires to the manner of Cecil B. de Mille 
on a corner-cutting budget. It is over- 
wrought, vulgar and often risible, with 
much fussy stage machinery, but anything 
that might be costly, like a proper victory 
parade, complete with the spoils of war, is 
passed up. Instead, the stage is dominat- 
ed by a huge, pharaonic head, which 
advances, retreats, turns on its axis and 
serves as the gateway to any number of 
temples, tombs and ante-chambers— 
more like Zardoz than Phtha. 

Backcloths (Metro-Goldwyn-Memphis- 
style) are let down clumsily behind the 
singers. On the first night, one hung at a 
titterful angle to the stage. These teething 
troubles will be resolved at later perfor- 
mances. Mr Ponnelle’s dafter notions 
must presumably await revivals to be 
reconsidered. 

Throughout the Nile scene, Amonasro 
casts spells on the flame of a camp-fire as 
if he were Ulrica in “Un Ballo in Mas- 
chera”. Is he a king or a conjuror? The 
messenger who announces the invasion of 






Meetings on the Nile 


Egypt by the Ethiopians bursts in dressed 
like an Apache warrior breaking the bad 
news to Cochise. All the ballet scenes are 
embarrassing: from the children enacting 
a cute, comic-strip version of war in the 
Middle East to the nubile teenagers cast 
as Moorish slaves, who enter walking on 
their hands. 

In an opera where the production is 
king, something is surely awry. There is 
some superb singing in this “Aida” 
(which stars Luciano Pavarotti, Katia 
Ricciarelli, Ingvar Wixell and Stefania 
Toczyska). It comes from Paata Burchu- 
ladze, powerful and coal-black of voice in 
the supporting role of Ramfis, the high 
priest. A Ramfis who outshines both 
Radames and Aida suggests that more 
than the production is off-key. 

For Mr Pavarotti, dry-toned and short 
of breath, indulgence was craved on me 
ical grounds: he had a fever. Unfair, then, 
to hold an off-song Radames against him. 
Miss Ricciarelli, whose place in the oper- 
atic first division sometimes seems due 
less to her talent than to a shortage of top- 
flight sopranos, battled unsuccessfully 
against her limitations. In “Ritorna vinci- 
tor’. she ran out of voice; “O patria mia” 
was metallic and wan—a travesty of what 
this great aria can be. 

Stefania Toczyska, as Amneris, took 
time to overcome her Polish vibrato, The 
early exchanges with Aida were wobbly 
and weak, but by the fourth act, when she 
visits Radames in the cells before his trial, 
she was in stronger, if unsubtle, voice. As 
Amonasro, Ingvar Wixell also sang beefi- 
ly, though lacking an authentic Italianate 
tone. 

Dramatically and vocally this was ¢ 
sorry “Aida”. In the pit, Zubin Mehta’: 
conducting strove, not always happily, fo 
higher musical standards than the stag 
could match. 
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George Romney 


Infantryman 


Variety is not, perhaps, to be expected in 
an exhibition with the narrow theme of 
George Romney as a painter of children. 
However, in the collection of pictures on 
view this month at the Leger Galleries in 
London, differences in type of sitter, 
design and painting technique abound. 
The exhibition, made possible by public 
and private loans, celebrates the 250th 
anniversary of Romney’s birth. 

The various stages in the development 
of Romney’s style are represented, from 
the portraits of Master and Miss Colling- 
wood, executed around 1767 in a provin- 

jal manner, to the almost Blakeian dyna- 
sm of “Tom Hayley as Robin 
oodfellow in ‘A Midsummer Night's 
Dream’ ”. Despite a growing stylistic 
sophistication, Romney never lost the 
frankness evident in “Miss Colling- 
wood”, in which the ingenuous expres- 
sion of the sitter is so compelling. 

In 1773, Romney travelled to Italy, 
where, according to his son, he admired 
the “simplicity, grandeur and expression” 
of the Roman and Florentine painters. 
This regard is borne out by Romney's 
adaptation of Raphael’s “Madonna della 
Sedia” for “Mrs Thomas Carwardine and 
her son, Thomas” (1775). 

“The Gower Family”, lent by Abbot 
Hall Art Gallery, Kendal, is one of Rom- 
ney’s most impressive paintings, both in 
design and execution, Poussin’s “Adora- 
tion of the Golden Calf” provided the 
model for the poses and the palette ech- 
des Titian and his contemporaries. 

During the 1780s, Romney was taking 

en or eight sitters a day. As a portrait 
dainter, he was particularly successful 
with children; he painted 16 Eton-leaving 
portraits, more than any other artist of 
the period. Such portraits were donated 
apon leaving Eton by boys of “particular 
rank or eminence” in lieu of the usual fee. 
The two included in the exhibition form a 
zood contrast: one shows the studious 
Samuel Whitbread II and the other the 
arrogant Charles, Second Earl Grey. 

Although Romney was patronised by 
he Prince of Wales, there is only one 
ndication that he worked for the king or 
yueen. This is the label on the reverse of 
‘Master George Hotham, a page to 
Queen Charlotte”, which states that the 
victure was painted for Queen Charlotte, 
vho then presented it to the sitter’s 
nother. Romney has captured the casual, 
t slightly uneasy, stance and expression 
»f the young man. The picture has been 
tleaned especially for the exhibition, 
naking it easier to appreciate the delicate 
iandling of the page’s uniform. 
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Oh beato munno nuovo 


Italy’s actor-playwright Eduardo De Fi- 
lippo recently celebrated his 84th birth- 
day and the publication of his first at- 
tempt to translate Shakespeare into his 
native Neapolitan. This is not a dialect of 
Florentine—in its unvulgar form the cen- 
tral language of Italy—but an autono- 
mous lingo, some, but not all of whose 
roots (eg, Latin) are similar. 

Invited to undertake the task by Ein- 
audi, the Turin publisher, Eduardo (as 
both he and his theatrical company are 
popularly known) says that he was tempt- 
ed by “Twelfth Night” and “As You Like 
It”, but settled for “The Tempest”. Why? 
Among other reasons, he says, because 
“it teaches tolerance and benevolence 
and what better lesson can an artist give 
us today?” 

He also chose to translate “The Tem- 
pest” into a slightly modified version of 
seventeenth-century Neapolitan, which 
calls for footnotes on almost every page, 
further translating the text into modern 
Italian. For that reason, although Eduar- 
do’s plays are performed somewhere in 
Italy (and apparently in Russia) almost 
every night and his “Filumena” and “‘Sat- 
urday, Sunday, and Monday” were done 
in the 1970s in London, this venture may 
never be more than an academic exercise, 
confined to the printed page. 

Eduardo says that what impressed him 
most was the “protective love” of Pros- 
pero for Miranda and that he saw Ariel as 
a “Neapolitan street urchin, cunning and 


prankish”’. 

Shakespeare’s imagery is so powerful 
that translators generally render it literal- 
ly. Eduardo, too, it seems, has done a 
literal translation, but how many Italians 
will realise it? Ariel's song beginning: 

Full fathom five thy father lies; 

Of his bones are coral made, 
comes out in seventeenth-century Nea- 
politan as: 

*Nfunn’a lu mare 

Giace lu pate tujo; 

L’ossa so’ addeventate de curallo, 

LI’huocchie so’ dduje smeralde. 
Similarly, Prospero’s “Our revels now are 
ended” speech to Ferdinand appears like 
this: 

‘Li gioche so’ fernute. 

Te l'aggio ditto: l'artiste 

Erano tutte spirete 

E so’ svanite . . . so’ svanite pe’ll’ aria, 
When, in the epilogue, he turns to the 
audience, asking them to clap him away 
from his barren island, the famous pas- 
sage ““Now my charms are all o’erthrown” 
begins ‘Li incanteseme mieje songhe 
fernute”’. 

If Will Shakespeare’s universality 
needed further endorsement, Eduardo is 
ready. “I am convinced”, he says, “that 
Shakespeare had been to Naples. One 
sees it from the writing style and, when he 
speaks of Naples, from the literary quality 
and the spirit.” Perhaps he did, if only to 
compare notes with that other famous 
Neapolitan, Cristofero Marlo. 
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o the managers in your organisation have the 
‘knowledge and skills they will need if your company 
is to survive and prosper through the 1980's and 
beyond? Can they provide the leadership required 
to manage rapid change? Can they. match the challenge of 
the Far East in productivity and product quality? Can they 
innovate successfully? Build a positive industrial relations 
climate? Generate the cash flow essential to ensure the 
future success of the business? 
For 25 years Ashridge Management College has 
worked with many of the world’s most successful 
~ businesses to improve management performance through 
training and development. These organisations believe that 
managers, just like athletes, airline pilots and doctors, need 
continuous training and retraining if they are to deliver 
peak performance. They come to Ashridge because they 
find its programmes are practical. relevant and designed to 
produce, performance improvement. 
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Fora copy of the prospectus or further information contact: 
Miss Christine Brown, Ashridge Management Collége: Berkhamsted. * | 
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~ CARIBBEAN DEVELOPMENT BANK 
POSTS OF MANAGER 
AND PROJECT OFFICER 
(TRAINING) 
IN PROJECT 
ADMINISTRATION 
TRAINING UNIT (PATU) | 


Role of PATU 
PATU is responsible for training mainly upper and: 
middle level public and private sector personnel of CDB’s. 
17 borrowing member countries in. all aspects of the 
project cycle. PATU organises training courses, specia- 
lised seminars and workshops at the Bank's Headquarters _ 
and. in the member countries. Part-time consultants and 
other CDB staff assist PATU. ok 


Manager, PATU 
The Manager reports to the Senior Manager, Project 
Services Division, Projects Department. He is responsible _ 
for overall coordination and administration of PATU activi- 
ties, including development of curricula and coordination. 
of training, lecturing in area of specialisation; supervision — 
of PATU’s staff; regular review of teaching materials; 
advice on the development of programmes; and liaison — 
with member governments, regional and international — 
institutions, in the —planning/implementation of- 
courses/seminars. 
Qualifications: A postgraduate degree in development 
economics/finance/engineering or similar and related dis- . 
ciplines; ability to coordinate. and liaise effectively with 
managers and officials at all levels. Extensive training 
experience at senior level is essential. 


Project Officer (Training) i E 
The Project Officer (Training) reports to. the Manager, 
PATU. Duties include assistance in planning the work - 
programme; lecturing and preparation of teaching materi-. . 
als in specialist areas; conduct of workshops; and co- 
ordination of the Unit inthe absence of the Manager. o 

Qualifications: A university degree in development 
economics/finance/engineering or similar and related dis- 
ciplines; practical experience or advanced training in 
proc management and good human relations/training 
skills. 


Duration: For both posts, the contract period will be for 
three (3) years in the first instance. 


Eligibility: Only nationals of member countries of the , 
Caribbean Development Bank and the inter-American 
Development Bank are eligible for these posts. 


Submission of Applications: Curriculum vitea with the ` 
names, occupations and addresses of three (3) referees. 
(who should not be Caribbean Development Bank staff 
members} should be sent-to the Personnel Manager, 
Caribbean. Development Bank, PO Box. 408, Wildey, St 
as Barbados, to reach him not later than 6 July 
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‘UNIVERSITY OF ka MA 


RESEARCH INTO 
MOTOR INDUSTRY 


A RESEARCH ASSOCIATE is re- 
quired to work as a member of a 
team supporting Professor Krish 
Bhaskar’s research into the motor 
industry and his other research in- 
terests. The successful candidate 
will be fequired to carry out re- 
earch into various aspects of the 
industry and will need editori- 
al and a pe ant a high favas level of writing skills, 
possess a good 

er te eae work will wa invoke the 

a word processor and secre- 

BP oiy will be an adv. 
appointment will be on the 

Hg pring £6,310-£8,530 per an- 
hum (under review) and: will run 
iittally free yaar fon) 1 July, 
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2) Assist with» the 
planning exercise. 


agricultural economists, - 


Supervisory capacity. 


“contract period of three years. Bene’ 


a ‘allowances where necessary. 


Bruce Carrad, 
Chief Agricuntural Economist, 
cice PPC Branch, DPI, 
_ Box 417, Konedobu, 
” Papua New Guinea. 
ications close July 5, 1964. 
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3 GOVERNMENT OF 
PAPUA NEW GUINEA - 


DEPARTMENT OF PRIMARY INDUSTRY 


PRINCIPAL AGRICULTURAL 
-ECONOMIST 


Tbe Department o Primary industry invites applications for the post of 
Principal Agricultural Economist to assist with the implementation of the 
Support Services Project being funded with World Bank 


The main duties of the post are as follows:— 
1) ndertake economic. investigations into areas of major policy 
concern.in the agricultural sector. 
preparano of a y 
development plan-for the agricultural sector as part of a national 


3). Supervise the work of agricultural economists within. the 
ak Economies section and assist with the training of national 


Applicants. should preferably have post graduate qualifications in 
Agricultural Economics. or Economics with a minimum of five years 
experience in a relevant field, two of which would have been in a 


“The salary is K19,720 (K1 = £ Stg: 
: its include a gratuity of 24% taxed 
“at 2%, six weeks leave per year with return fares paid every eighteen 
: months, housing at subsidised rentals and overseas education 


5 Applicants. should send a detailed CV, phone contact and the name, 
address and telephone number of 3 referees by airmail to:-— 


University of Kent at 
ury 


Faculty of Social Sciences 


LECTURER IN MANAGEMENT 
SCIENCE 


Applications are invited for two posts of 
Lecturer in Management Science from 
1 October 1984 one of the posts is a 
temporary post for a period of three 
years, Preference will be given to carr- 
didates who can offer teaching in one 
or more of the following areas: opera- 
tional research and management {iñe 
cluding financial, behavioural or mar- 


‘keting aspects); operational research 


and computing. 


Salary according to qualifications and 
experience will be within the range 
£7,190-£14,125 per annum, but the 
initial appointment will not be made 
above the seventh point on the scale. 


Further Particulars. and application 
forms may be obtained fram Mr J. E. 
Reilly, Secretary of Faculties and Dep- 
uty Registrar, The Registry, University 
of Kent, Canterbury, Kent CT2 7NZ. 
Completed application forms (three 
copies) should be returned not later 


‘than Friday, 22 June’ 1984, Please 


quote reference number A23/84/E, 





medium term (5 year) 


0,80), Economist grade 4, for a 
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Two more unique 
individuals needed 


We are an international consultancy based in London: specialising in 
helping mostly international companies and government. agencies plan 
their future. Due to growth, we are looking for self-starters for London: 
You are numerate, have a developed awareness of current affairs, with | 
corporate experience. You enjoy applying research skills to the analysis: 
and interpretation of issues and the assessment of countries. You get on: | 
_ with people, write and speak well, manage a worldwide ‘consultants 
network and enjoy marketing new concepts to traditionally ‘minded 
organisations. ae 
The jobs are varied, require total commitment, are never boring and are at 
| different experience levels. The rewards could include profit share and: 
eventual partnership. Opportunities for junior researchers also exist: = — 
Write giving full details of career to date to G. K. Morris, InterMatrix Lid, 4. 
Cromwell Place, London SW7 2JJ. 


@ InterMatrix Group 


BUSINESS OPPORTUNITY 

































WE ARE INTERESTED TO HEAR FROM 
AMBITIOUS PEOPLE 


in Australia, ium, Canada, France, Hongkong, Ireland, Japan, Malay- 
sia, Netherianae Switzerland, Taiwan, West Germariy, UK and USA, who 4 
‘would like to work for themselves to develop a secure income me which may 
wall exceed £25,000 ee halip us. expand- ou ; 
marketing business. lity to speak or read English is not re required. 

piensa contact Fahey Marketi t Consultant, 7 King's 
arade, Okeha menor Ped, London NW10 3 D for further details. ne: 




































DIVIDEND NOTICE 


SOLVAY & CIE S.A. 
NOTICE OF DIVIDEND 


The general meeting of 4th June, 1984 approved the distribution, | 
for the financial year 1983, of a net dividend of BF 235 per bearer. | 
share and of BF 111.625 per © share (the latter give right to 
47.5% of the dividend). 


The Final Dividend of BF 165 net in respect of the bearer shares 
will be payable by BF draft, by transfer to a BF Account or, in 
sterling at Bankers sight buying rate for Belgian Francs on the day 
of presentation at the option of the holder, against presentation of 
Coupon No. 32 at either of the following offices: J. Henry -j 
Schroder Wagg & Co. Limited, 120 Cheapside, London EC2V . | 
6DS or Banque Belge Limited, 4 Bishopsgate, London EC2, 
between the hours of 10 a.m. and 2 p.m. on or after Tuesday 19th 
dune, 1984. 


U.K: Tax will be deducted from the net dividend unless lodge- 


ments are accompanied by the necessary affidavits. 


Payment can be made only to persons residing outside the Belgo- 
Luxembourg Customs Union. : 


Shareholders should note that under the terms of the U.K./Bel- 
gian Double Taxation Convention, Solvay Shareholders resident | 
in the U.K. are eligible, upon submitting: a’ duly completed form | 

276 Div. (GB) to partial reimbursement of Belgian Lipkin Tax 






























APPOINTMENTS 
UMVERSTY OF EAST ANGLIA 
Aenea or E 


MOTOR INDUSTRY 


‘RESEARCH FELLOW is re- 
quired to help lead and co-ordinate 
‘fesearch into the motor industry: 
This new post has been created by 


the University to. augment an exist- 


ing team which : Professor 

‘Krish Bashkar's research. into eco- 
nomic and financial. aspects of the 
world motor industry... Contacts 
within the industry would be helpful. 
Candidates should be graduates 
with a first class or upper second 
degree in the relevant subject, 
‘have proven research and editorial 
experience within the motor con- 
text. The appointment will be on the 
RA 1A scale £7,190-£8,530 per 
annum (under review) and will run 
for two years from 1 August, 1984, 


The City University 
Business School 


SENIOR LECTURESHIP IN FINANCE 


“Applications are invited from suitably 


qualified candidates for the above post. 


Applicants should possess a relevant 
degree, have research interests in the 
field of financial management and be 
able to contribute to existing research 
in the field of corporate finance. 


Previous teaching, administrative and 
business experience would be an ad- 
vantage as the successful applicant will 
be required to teach financial manage- 
ment and corporate finance at both the 
undergraduate and postgraduate lev- 
als, and to contribute to the administra- 
tion’ of the MBA in Finance. 


The appointment will be for five years in ; 
the first instance. Salary will be on the 
, scale £14,701 to £18,111 (under re~: 


view) per annum: including.London Al- 
lowance. Superannuation under USS. 


Appii ication forms and turther particu- 
lars Gan be obtained from the Deputy 
Academic Registrar, The City Universi- 
ty, Northampton Square, London EC1V 


OHB. Telephone 01-253 4399. ext 


3037. 


Closing date for receipt of applications 
29 June 1984. 


University of. 
Newcastle upon Tyne 


Department of Economics 
LECTURESHIP IN ACCOUNTING 


Applications are invited for an. estab- 
lished Lectureship in Accounting in the 
Department of Economics. The Départ- 
ment offers a well-established Honours 
Degree in Economics and Accounting 
and a new and expanding Degree in 
Accounting and Financial Analysis. 
The post is tenable from 1 October 
1984. > 


Candidates should be suitably qualified 
to contribute to the teaching for these 
degrees, and to research in the areas 
of accounti8ng and finance. Those with 
a relevant professional qualification are 


‘particularly encouraged to apply. 


Salary will be at an appropriate point on 
the Lecturers’ scale: £7,190-£14,125 
per annum, according to age, qualifica- 
tions and experience. 


Further, particulars may be obtained 
from the Senior Assistant Registrar 
(Establishments), (FP}, The University; 
6 Kensington. Terrace, Newcastie.upon. 
Tyne, NE1 7RU, withewhom applica- 
tions (three copies), together with the 
names and addresses of three referees 


‘University of London 


CHAIR OF ECONOMIC HISTORY 
AT THE LONDON SCHOOL OF 
ECONOMICS AND POLITICAL 


of Economic and Social History. Appi 
cations (10 copies) should be submi 


ted to the Academic Registrar (E 


University of London, Malet Stree 
London WC1E 7HU; fom whom furthe 
particulars should first be obtained. 


The closing date for receipt of applica 
tions is 23 July 1984. 


UNIVERSITY OF OXFORD 
Institute of Economics 
and Statistics 


RESEARCH 
OFFICER 


Applications afe invited. for the post 

Sept ac Sry GF 
as up 

torship ofiheinatiute trom Octobar 


should be lodged not later than 23 June. |. ea 


1984. Please quote reference E. 


Managing Consultant 
Economic Studies 
Salary negotiable + car 


London 


Pannell Kerr Forster Associates require an experienced economist 


to manage economic consultancy assignments in the United Kingdom 
and overseas, and to contribute to multi-disciplinary studies. The firm 
has an acknowledged expertise in the fields of tourism and 


transportation; as well as in general economic development and public 
„utility studies. 


Candidates will preferably have experience in most orall of these 
areas and will additionally:— 


* be aged atleast 30 

* havea good academic record : 

* ‘have at least six years’ experience of economics consulting 
* be able to demonstrate managerial capability 

* enio the challenge of practice development 


Please write in the first instance submitting a concise curriculum 
vitae and quoting reference 6681 to: 


_ Peter Childs ; 
Pannell Kerr Forster Associates, 
. New Garden House, 
.. 78 Hatton Garden 
London ECIN vA 


Pannell Kerr 
Forster 
Assoc oe 


_ The appointment would be for a perio 
» to a maximum of three ) rs. Sa 

the Research Staff IB Scalo, 
£8,530: 


Applications shouid Bi aši the Adri : 
_ istrative Secretary, Institute. of Econom: 

ics. and Statistics, Manor Road, Oxford 
Ox SUL, from whom further particuiar 
are available: — ..., 


À ‘308 date for iets: 30 June 


Nineteen originai t papers wil be fein: ry 
O aan Daly ULSAN The Steady State Economy: 
John Elkington (UK)—industrial Growth Points 





“Two Chief Research 
Economists. 


: reporting ‘to the Director. One will be responsible forthe macroeconomic 


+- program, including editing the regular forecasts of the new Zealand 


economy, Quarterly Predictions, the other:will be responsible: for the 
remaining research areas, which include the medium term economy, 
industrial economics, and household economics. 


intments will be for a fixed period of two to tive years, with the 

renewal. The scale is $NZ34,803 to $NZ42,315, and other 

ms and: conditions are available on request: A less experienced 

icant may.be offered a Senior Research Economist appointment in the 
$NZ27,504 to $NZ34,803. 


information ‘about the appointment and the Institute may be 

obtained from the address below. Applications with full curriculum vitae and 

the names of two. academic referees by 31 July 1984, to the Secretary, 

Now Zealand institute of Economic Research, Private Bag, Well ington New 
eal 


the. Electricity Supply Industry in piran and Wales. 
Asa resültof promotion a vacancy: foran engineer/economist 


Tamy pressure. It could provide an appontünty fora young 
nan or woman wishing to make a career in this progressivo 


The Section maintains close contact with the generation and 
distribution sides ofthe industry, as well as with Government 


i Aipht and policy, and tariff application and 
2 “-eommercial aspects of private generation. 
Le Initially, you will work in retail tariffs policy and be involved in 
“the costing of different consumer loads and appraisal of retail 
riff proposals. 
Experience, particularly in the tariffs/pricing field, is desirable 
but not essential. You should be numerate and have an ability 
solve a variety of problems and to communicate effectively 
‘orally. and in writing. A first or second class honours 
at equivalent) in a relevant discipline is the minimum 


| BUSINESS & PERSONAL 


have attractive investment opportunitie 
and currency & gold pools : 


+ 25 years of experience 

e long-term track record E 

e successful computer-tested trading syste 

ə monthly performance statements : 

e all assets deposited with major international 
‘investments in commodities are subject to 


WRITE TODAY AND INCL 
YOUR TELEPHONE NUM! 


y punn Dt 
HARGITT 


To 


_A law further restricting the sale of properties will become 
Switzerland. A limited number of quality-apartments are ps 

area of Montreux, overlooking Lake. Geneva and. i 

resorts: Villars, Verbier, Les Diablerets, Leysin and 

near Gstaad. Prices from SFr123,000. Contact: GLOBE PLAN 
Mon-Repos 24, CH - 1005 Lausanne, Switzerland. Tel: (ayy. 
Telex 25 185 melis ch. : 


F SWITZERLAND 


Buy your STUDIO, APARTMENT or CHALET in one of these 


CRANS-MONTANA, VERBIER, VILLARS, JURA, MONTREUX, etc. 
from Sfr. 110'000.-- 60% credit at 612% year an 20° years. 


REVAC S.A. : 
Ri Ae 52, rue de Montbrillant CH:1202 GENÈVE 


Tél, (022) 34.1540 ‘Telex. 22030)... 


NEAR MONTREUX 


ode Doe can oy: LUXURY CHALETS from 
gots ILLAS from. SFr325,000 
APARTMENTS fom about SFr100,000. Mort- 
gos 70% at 64% interest, Ask: H. SEBOLD 

Tour Grise 6, CH-1007 Lausanne. Tel: 
21/25 26 11, Telex: 24298 sebo ch. 


COURSE 


TAOS 
NEW MEXICO 


FOR SALE: 76-acre ranch. 7,000it elevation with 


35 Hectares, Cotes de Fronntonals Ap- 


pelation Controlée Wine. 


«Vineyard situated 12 miles from Tou- f 


louse International Airport. 


| Price: US$400,000 for a quick sale. 


: f Replies to Box 3379 The Economist 
F Newspaper, 25 St. James's Street, 


Ondon SWIA 1HG. 


SCHILLER 
INTERNAT NA 
UNIVERSITY 
The American Sete ve 
in Burope +o 
Accredited Member, AICS, 
Washington DC, USA: 
Associate, Bachelor and Master degree: 
courses in Business Administration, % 
Hotel Management, Law & Publie 
Administration, Computer Studies, 
Pre. Engineeri ‘and Pre-Medicine, 
: eee priate of German i inthe 











= ond MBAG romaane aa 
“available as evenin k classes i an 
ndon and 








SAIL LONDON-MED via Canal du Mi 
August. 38ft yacht. Experience. re- 
quired. Age 30-50. Share expenses. |" 
Please telephone 01-228 8434 1 
avenings. i 


FURNISHED LETTINGS SW London, 
Surrey, Berkshire. Contact MAYS, Ox- 
shott (037 284) 3811. Telex 8955112. 7 Dupi : ; 

a . ; Sampson, Guernsey, C: : 


imminent 


PROJECT SITE HOUSING 
ON SALE AND LEASE BASIS - 


Tel: 3750806/117. Telex: 45849 EM, 


CUT THE COST OF 
YOUR STAY IN LONDON 


$ Take a furnished, self-contained service 


apartment in Knightsbridge, near Harrods. 
Fully equipped kitchen-dinette, bathroom, 
phone, colour TV, central heating, elevator. 
Suit 1-2 persons. Brochure by airmail, 


Knightsbridge Service Apartments 


45 Ennismore Gardens, LONDON SW7 | 


Tet: 01-584 4123 


CHIROPODY AS A PROFESSION 


~The demand for trained chiropodists in the private sector is increasing. 


Most of the training necessary to qu 


alify for a Diploma in Chiropody may 


be. taken at home y specialised correspondence lessons. Full practical 
a 


training is additionally provided. 


Write for the FREE BOOKLET from The Secretary, The School of 
“Chiropody, SMAE Institute (Established 1919), New Hall, Maidenhead, 
Berkshire S16 4LA, UK. Tel: Maidenhead 32449. 


COURSE 


anchester Business School 


EXECUTIVE 
COURSE 


Course Director: Professor Doug Wood 


t 


An intensive three-week programme for key members 
“| of the organisation's top executive team. 


A The Senior Executive Course has an appropriate focus 
pon top. management responsibilities in the areas of: 
FINANCE : ORGANISATION: STRATEGY 


pr ides an ideal forum for sharing fresh insights 
information on areas of current concern. 


| The course uses Manchester's well known project 


approach to ensure that new ideas generate practical 
applications and maximises the sharing of experience 


| amongst course members. 


ations on our SEPTEMBER or JANUARY 


it the advertisement and mail it promptly 


o Jean McDonald, Course nm A 
usiness School, : 


Booth Street West, 


Telephone: 061-273 8228 Telex: 668354. EC 
JL. Position oai 


Name 2. 


Wal Va 
Y 





Eo Address m eae 


ANCESTORS TRACED by. Burkes 
Peerage. The top people's. experts 
NOW at your service. Contact Lord 
Teviot; Burkes Peerage Research Ltd, 
Dept 18A, 1 Hay Hill, London W1X 
TLE Tel: 01-409 1583 or PO Box 618, 
Washington, DC, 20044 USA. 


Ancestral Lid, Dept 9, Guild House, 
Albert oad South, Southampton, UX: Tal: 
0703) 37412. 


AUTHORS WANTED.BY. 
NEW YORK PUBLISHER 
Leading book publisher seeks manu- 
scripts of all types: fiction; non-fiction, 
poetry, scholarly and juvenile works, 
etc. New authors welcomed. Forcom- 
plete information, send for free booklet: 
8-92, Vantage Press, 516W; 
New York 10001. Pe 


RECONDITIONED 
‘LAND OVER a 


Excellent value and fast delivery: Can be 
fitted with new petroV/diesel engines: 

We also supply new Land Rovers. 
WORLD. EXPORT SERVICES Ltd. 
PO Box 294, IVER, Bucks, UK. 
Phone 0753.652021 


. Telex 849997 WESCO G 


For BBC World Service Vy 


Enthusiasts — 


the LINIPLEX F1 high 
fidelity shortwave receiver. 


* No distortion during 
fading with unique 
Tracking Phase Locked 
Demodulator 

* Pre-set to the BBC 

* Very simple to operate... 

* Solid high quality design 

* True SSB reception of 
AM broadcasts 


Used by the British Forces 
Broadcasting Service. 


Agents in USA & Australia. 


Direct export facilities to 
many countries, 


Write for details to 
Phase Track Lid 
132.Queens Roa 
Reading, RG14DG 


4 St, 


ANCESTORS TRACED WORLD 


WIDE. Free booklet describes. sei 
vices, fees and portfolio presentation 
‘Ancestral Research, 8 Meyrick Roat 


-Stafford STI7,4DG, UK. Tek, 078 
"41253 (24 hours). 


The basic German Course consists o 

Ff set of audio cassettes and accompany? 
text books: yousimply follow the writt 
Jand recorded instructions, With the FS 
unique learning method you: set ye 
own pace — testing yourself, correcti 
errors; and reinforcing accurate respe 
ses. it js, we believe, the best cour 

fF available to teach you a comprehensi 
knowledge of German. te 
“The FSIS introductory Basic Germ 
somes in:two ‘parts, Vol. t provides: 
introduction to the simpler forms oft 
‘Wanguage and ‘a basic vocabulary. Vol 
introduces more complex structures a 


q | additional vocabulary. 


You may orderone or. both cour 


c Volume i. € 
_ (More Advane 




















first quarter of 1984, taking it 7.9% above its level a year earlier. That is the fastest 
growth Australia has known since 1973. The American unemployment rate fell to 
7.5% in May, after being stable at 7.8% between February and April. A year earlier 
the: jobless rate had been 10.1%, having hit a peak of 10.8% at the end of 1982. 


Britain's unemployment rose in May, for the sixth time in nine months. It now stands | 


at 12.7% of the workforce, higher than a year ago. 






































oiai insine 
retail sales unemployment % rate 
3mthst 1year Smthst  tyear latest year ago 
+79 +6.1(12) + 2.7 =~ 0.6 (3) 9.5 (4) 10.2 
fa na =i  - 14.6(12) 13.7 (A 13.6 
+ 36 +3,2(12) + 7.8 + 6.0 (2) 0114 (4) 12.4 
+ 1.6 +12 (3) +13.0 ~ 8.3 (3) 9.8 (4) 8.5 
+ 2.0 $36 (8 Gomi + 2.1 (2) 9.1 (4). 93. 
na = 3.0¢ = 1:6 (1) 17.4 (4) 16.2 
+ 4140 +t EEN +10.5¢ + 2312). B3 (4)’ 11,5 
+31 +3.6(1 +13.5. +62 (2 27 (3) 26 
+ 9.2 $3,712) = 75 +1402 3.2 (4)" 2.8 
+14 IAG = 1At. a 2.3 (3) 1.2 3) 0.8 
+ 0.8 +28 (3) + 0.5 + 4.8 (4). 12.7 (5) 12.4 
+ 88 +7.8 (3) 7.5 (5) 10.1 


+58 © +3943) 


en I lO REC EN SS RP ISS IPS ED 
PRICES AND WAGES In the 24 OECD countries, consumer prices rose 5.8% in 
the year to March, up from a low of 4.9% last August. Hourly earnings inthe United 
States fell slightly in May, and were only, 3.2% up on a year earlier. Holland's wage 

trols are still holding: (helped, no doubt, byte record unemployment); drag wage 





hourly earnings were up 3.9%. 
dala isis rate o o 






































+ 6.5. (4) 
np Japa an Sad monthly earnings; Belgium, 








+ Hourly wage ; ‘rates in manufacturing except Australia, weekly 
Papas, Swedenand USA, hourly earnings; UK, monthly aamnigs for 


FOCUS: RUSSIAN TRADE Since 1975 
‘Russia. has hardly increased the vol- 
ume of manufactured goods it has 
‘imported from.OECD countries, while 
‘its imports of food and interest on its 
hard-currency debt have both risen. 
fost of these bills have been paid 
from the increased earnings of Rus- 
sian exports, boosted by higher oil 
"prices. Between 1975 and 1982 the 
: purchasing power of its exports more 


“Russia’s hard-currency needs... 
tor imports from OECD... 


ESS) Food (net) 


‘Manufactures 















ONOMIC AND FINANCIAL INDICATORS 1 


RS 
OUTPUT, DEMAND AND JOBS Australia’s non-farm gdp rose by 2.4% in the 





were financed 
by earnings on exports to OECD.. 
E Other primary products (net) 









than doubled,. while the volume of 
- imports rose by only 27%. Russia 
| has also . borrowed, especially in 
| 1975-78. Since then rising demand 
for food and a higher interest bill - 
| have more than been matched by 
growth” ‘in the purchasing power: of 
exports, so Russia repaid: some debt. 


applicable to ali tables. All i 
with average of previous 3 mon 


Ne 9, 1004 ass 


.. and for net interest 
payments to OECD 








oo S 
72 3 





1970- 
Soie nG OECD 













. and by net 
borrowing 
from OECD 


eran ee hs ae 
1a70 72O M 7% 78 80 82 


ures y seasonally adjusted Sept W where ohherwise PEEN "Nor. Seas. 7 fAverage of atest 3 months 
at annual rate; n.a: i Not available. Small figures in brackets denote month of indicator. 


‘ersten 
THE ECONOMIST COMMODITY PRIC 

INDEX Given continuing good weather 
the American department of agriculture- 
thinks the world cotton crop. could reach a 
record 77m bales in 1984-85, 14% higher 
than this season. This will give producers — 

a chance to rebuild stocks j no will be 


50%, to 13m bales. O 
higher in India, Pakistai 
the agriculture departme 
fall slightly in Chin? the 
producer. 





404.05 a7 


r i 














Metals 75.4 74.7. +30 #4, 
Sterling index fs 
All items 1510 146.8 -0.3 H187 
Food 169.6 163.7 “O19 $81) 
Industrial ve 
134.1 131.5 04+ RE 
144.3 140.6 E mA 
126.4 124.5 +22 + 8 
125 109.2 -05 +48 
126.3 121.8 -0.2 +18: 
99.9 97.8 -06 =B. 
1075 104.6 -3.5 ~13.8 
94,1 92.6 +20 6-24. 
$ per oz 385.75 394.00 +88 -A7 
Crude oil (spot) Arabian light l K 
barrel ` 28.40 28.40 +0.57 -04 
“Non food agriçulturais 
















+in 1982 prices 









week's hart showed real interest 
rates rising in America, Japan and 
West Germany, largely because nom- 
| rates have recently been increas- 
ing by more than inflation has. The 
picture is different in. France, where 
“real rates doubled from 2.4% last 
| October to 4.8% in April: French infla- 
tion has slowed, but nominal rates 
{have hardly changed in 18 months. By 
| contrast, Britain has cut nominal rates 
| -even though its inflation was. picking 
“up, so real rates have declined. Swit- 
zerland’s inflation rate has fallen from 
4.8% in January, 1983, to only 3.3% 
: now, calming moneymen into keeping 
| nominal rates low—so the real cost of 
| money has not exceeded 3%, and 
often been much less, 








“| Nominal* and real’ interest rates 
‘Britain 


: Nominal % 
we ee aaaea -g 
i ; TT a 





Switzerland 


Nominal 





1983 1984 
* 3-month interbank rate 1 Deflated by CPL 











WORLD ADURSES Wall Street recovered its nerve after falling f for fees ar 
which encouraged London as well. The Japanese market was still uneasy after its: 
steep rise earlier in the year. The week's biggest jump was in Sweden, rebounding 
from a fall of 5.5% the previous week. 



















































Stock price indices % Change on = cyte 
June 1984 one one.» record ~~ 34)12/83 ; 

5 high low week year high’ in local.” ing 

E Ee. currency terms 

London 840.1 922.8 770.3 +17 +18.3 -90 + 83 + 40 

New York 1124.9 1286.6 1101.2 +22 ~ 59 -126 ~ 10.6 10.6 

Canada í 2280.9 2585.7 2187.8 +26 = 52 712.2 10.4 ~13.5 

Australia 674.7 787.9 654.8 0.2 4118 144 -13.0 ~13.4 

792.7 876.6 795.5 ~Q.1 +25.9 ~ 96 +83. + 85 

Hongkong 932.4 1170.4 871.1 BESK +58 -485 + 66 +62 

Belgium 148.4 156.3 135.3 =i +23.5 ~ 54 +90 410.8 

France 173.4 181.7.. 155.6 +06 +36.8 TATO NOB FAS 

Germany | 998.9 1096.5 998.3 =? +79 ~ 98 = 4.3 = 2.9 

Holland 126.5 147.2 123.1 +02 +23.7 ~ {4,1 mi aa ~ 
italy 207.3 229.6 492.1 $0.3 10.9 ~ 29.0 +83: + 

Singapore 945.5 1071.9 928.6 =0.7 a AL? ~11.8 66 Be 

South Africa 1048.6 1105.3 962.6 ~O.39- 4120 -51 +t 8.5. “$43 

Sweden : 1455.4 1694.5 1388.0. +4,9 +10.6. Ble OF + 46 
Switzerland 363.7 388.7 358.8 c07 +13.2 po 7226. eae Bi oe T 
MONEY AND INTEREST RATES As worries over American banks subsided, so di 


most interest rates. Government bond yields fell by up to20 basis points in America, 
Japan and Britain, though short-term rates were firmer. The 12% rise in Australian: Mg 
in the year to April was the smallest for 11 months. 


Interest rates: % pia. (Monday, see bonds which are previous Friday). . 
Money mårket. Commercial ee | Eurocurrency | 


Money supply 
% rise.on year ago 








Ausvala. os +12.0 (4) 11, 


Belgium + 9.0 28702) 7.10 1190 ; 
+ 6.8 Q. 14. 4 



































France. +11.8 AT 6(1 F 12.88 : 

W Germany + 4.5 + 4.0 (4) 5.50 , 

Holland +46 + 9.5 (2) 5.75 j 

Italy +10.9 +13.2(11) 16.65 ; 

Japan + 13 + 7.8 (2) 6.00 i 

Sweden na + 6.8 (1) 11.60 : 00 

Switzerland + 1.3 + 6.6 (2) 2.44 ; 79 ; 
UK +13.1 + 83 (4) 8.25 9.50 ; ; l ; 
USA +75. + 9.4 (4) 10.63 10.75 12,50 10.65 13.56 34.75 11.38 18.16 


Other key rates in London 3 mth Treasury Bills 8.9%, 7-day Interbank 9.0%, clearing banks 7-day notice 5: 
Eurodollar rates, (Libor): 3 mths 11.4%, 6 mths 12.1%. 


+M2 dpirdie past trailed Canada, Switzerland, U.S.A, W.: Germany, M3, Japan M24°C. Ds, UKENS Dofiations of interest ra rates 
uoted available on request. Sources: Chase Manhattan, Cha Chase Econometrics, Banque de ‘Commerce Belgium), ndsy 
ietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse. First Boston. These. rales are indicative re ont 

and cannot be construed as offers by these banks.” : 


monins produced a surplus totalling $14 billion, compared with $9.2 billion in the same pirr last year. oan s current accour 
now showing a surplus of $25.8 billion in the 12 months to April. The yen firmed a little against he dollar and in rade-weighoe 




















































































g-weighted D-mark rose 1%. 
ge balance™* current- currency units per $ 3mth forward rate Trade-weightedt currency units foreign’ reservestt 
eR Sor account exchange rate oe bre =n 
; balance Discount 5 
‘egy latest 12 $on premium 
j 1 ‘months latesti2mths latest yearago  per$ %pa latest’ yearago perf per SDR. March ‘year ago 
agers (4) + O08 | ~ 5.0 (4) 4.12 1.44 112 Dise 0.82 ; i i N: A BB 
J O.05(11). = 2.3 ~_0.5(12) 54.7 51.2 54.8 Disc 0.49 46 48 
+ 0:62 ¢ +119 + 4412) 1.30 1.24 1.30 Prem 0.12 ; 
z 0 Si a? ~ 20 (3) 8.26 771 8.30 Disc 2.16 
"+ 1.30 (3) +153 + 4.2 (8) 2.68 2.57 265 Prem5.56 
+ 0.0) +38 + 3612). 3.03 2.88 2.99 Prom 5.13 
0,66 (2) - 63 — 14.18) 1664 1520 1680 Disc..3.79 
fad: ABET 258 (4) 230 240 227 Prem 5.06 
+ 0.08 (3). + 23 ~ Eut) 7.89 7.63 7.99 Disc 0.12 
ERLE E = BF + 9:0(12) 2.23 2.13. 2.19 Prem 7.53 
-419 (4) At ETA 0.64 O71 Prem 2.01 









-95.6 -40.8(12) 










If your 
personal computer _ 
doesn't tie into 22x" 








-o information you get out is 
; l limited to the information 
office automation =: 
e But if your personal 
computer ties into office 
may e I oesn automation, there's no limit 
o to how far you can go. ` 


In our And quite simply, that’s the 
difference between the Wang 
Professional Computer and almost every 
m e other personal computer on the market. 
O C @ The Wang Professional Computer offers 
you unsurpassed communications. It is so 
compatible it can work with the entire 
family of Wang office computers, as well as 
most mainframes. And it can even perform 
as a workstation on larger Wang systems 
or with your mainframe computer. 

There are other advantages, of course. 
Like the best selling word processing in the 
world. And the fastest data processing of 
any personal computer weve tested. 

But the way we look at it, your office is 
filed with important information. 

If you didn't take advantage of it, you 
might as well leave our computer hom 
with the rest. . 

For more information simply conta 
one of our subsidiaries. 



















pen 


WANG 


The Office Automation 
Computer People. 





AUSTRALIA: 61 02 929-5799, AUSTRIA: (0222) 85 85 33, BELGIUM: (02) 648 91 00, FRANCE: (01) 360 11 54, GERMANY: (0611) 66 75-0, HONG KONG: 5-7955111, 
IRELAND: (0001) 604455, ITALY: (02) 2504021 - 2504231, JAPAN: 81 03 478.2870, NETHERLANDS: (03450) 70333, NEW ZEALAND: (09) 796-372, 
SINGAPORE: 65 250-9595, SWEDEN: (08) 82 01 80, SWITZERLAND: (01) 610 4815, TAIWAN: 2 271-6121, UK: (01) 560 4151. 
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' Us 
Where Citibankers tailor electronic 
services to meet specific needs. 


From automating repetitive processes such as funds 





\\\ È 
Where electronic banking connects you 
| with people, not just computers. 


| 
: | 
The Citi of Tomorrow. Where the key to electronic | 





banking is the people behind it: Citibankers in over 2,300 transfers, to providing up-to-the-minute reconcilement 
| worldwide offices. These professionals bring you some of details, Citibankers can adapt electronic banking services 
the most flexible, easy-to-use electronic banking services | to meet the demands of your organization. 
in the international financial community. | Citibanker Ingrid Weidner points out: “Were the only 
| For example, Citibank’s electronic cash management bank that gives customers direct access to a work station 
system. This system went from six international customers professional. We correct problems on the spot and support 
to almost 500 in just a few years. services that meet individual financial needs. We are the 
The reason: Citibankers like Ingrid Weidner and her system.” 


colleagues. These financial experts work in Citibank’s 
operations center in New York, assisting customers around 
the world. Read on to learn how. 


To learn how Citibankers like Ingrid Weidner can 
help you use the latest electronic banking services, 
contact your local Citibank account manager. 










© 1983 Citibank, N.A. Member FDIC 


The Citi of Tomorrow and Global Electronic Banking 
are service marks of Citibank, N.A 


Citibanker Ingrid Weidne 
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Successful Partnerships» 
A dozen of Koreas top joint ventures 
are Lucky-Goldstar companies. 

You're already familiar with 
many of the names that have joineas# 
with Lucky-Goldstar to achieve some 
of Korea’s biggest successes—names 
like Caltex, Western Electric, 
Siemens, and Hitachi—there are 
many more. 

Lucky-Goldstar is also partic- 
ipating in some pretty impressive 
enterprises overseas, too, such as the 
Saudi Basic Industries Corp. 


Integrated Action: 
Superb coordination among mem 
ber companies enhances the 
Groups capabilities 
Lucky-Goldstar companies 
combine their expertise in chemi- 
cals and fine chemicals (even bio- 
engineering), electronics and tele- 
communications, energy and re- 
sources, construction and engineer- 
ing, finance and securities, and 
many other important fields. 





Healthy Growth: An Eye to the Future: 
Lucky-Goldstar has grown steadi In some fields, Lucky-Goldstar is 
ly during the 37 years since its putting as much as 6-7% of sales 


establishment—even 1n times of 
worldwide recession 

Sometimes the growth has 
been mepri great. For exam- 
ple, Lucky-Goldstar International 
Corp. grew 43% in 1983—more than 
any other Korean general trading 
company. 








back into research and develop- 
ment 
The groupwide average for in- 
vestment in research is 3% of sales 
and going up all the time. (That’s 
pretty good when you realize that 
roup sales for 1983 reached US$7.5 
billion.) In such important new 
fields as computers and genetic 
engineering, the figure tops 6%. 





Financial Soundness: [~~ ~~~ 77770 E 
No Korean business conglomerate There are a lot of people in a lot of countries who | 
can claim greater reliability in its already know that if you're looking for a reliable business 
financial dealings than Lucky-Gold , relationship in Korea, Lucky-Goldstar is the place to look. 
star To find out more, contact Lucky-Goldstar Interna- | 
And we can back up this claim - tional Corp., 537 Namdaemun-ro 5ga, Jung- , Seoul 100, | 
with hard facts, including its acknowl- Korea. CPO Box 1899. Phone 777-8097. Telex LGINTL | 


edgment by world-renowned banks. ! K27266. Cable FOURCLOVER SEOUL 
Lucky-Goldstar has time after time L- — — — SS ee = eS ee eee = 
proved its trustworthiness. 


LUCKY-GOLDSTAR "** ‘= 



















Chemistry O Lucky, Ltd tinenta! Carbon Electricity, Electronics and Telecommunications (Goldstar Co., Ltd. O Goldstar Cable O Goldstar Tele-Electric L] Goldstar 
Electr Goldstar Instrurr tric O Goldstar Precision O Shinyeong Electric OGoldstar Semiconductor dstar Alps Electronics Energy and Resources C Honam Oil 
Refinery O Korea Mining eltino Construction and Engineering O Lucky Development Cl Lucky Engineering Insurance, Securities and Finance O Lucky Securities (J Pan 
Korea Insurance C Busan Investment & Finance Cl Goldstar Investment & Finance Trade and Distribution O Lucky-Goldstar International O Hee Sung Public Service O The Yonam 
Foundation The Yonam Education Institute Sports Lucky-Goldstar Sport 


Empires strike back 

The growth of some new semi- 

empires—and the comparison 

with a very old-fashioned one, 
7. 


The Amritsar factor 
Could win Mrs Gandhi her 
election, ifshe doesn’t wait too 
long, page 19. The oddities of 
Sikhism, page 20. 


‘Tomorrow’s jobs 
Will come from making old 
things.in new ways, page 12. 


Who confronts IBM? 

_ Not Trilogy. Only the Japanese 
and technical change, page 
53. Computer shares dive, 

“page 72. 


Benign bugs 


May one day treat premature 


babies, ailing: hearts and rotten 


teeth, page 77: 


‘Still in shadow 
America’s oe maan, 
a2 


$. Net capital inflows to 


Latin America 


1976 77 7878 B0 81 82 e 
Debtors’ decision 
Latin American debtors would 
be unwise to default, page 11, 
especially as. the IMF's 
medicine is helping them to 
recover, page 54. But 
Argentina does not like the 
doctors, page 73. 


D becomes R 


Banks in America face 


: yerogujalion, not deregul ation, 


page é 27. 


Summits suit some 
America's allies can enjoy their 


: differences, page 12, Russia's 
` cannot, page 13. Barrage of 


nyets, page 39. 


Mousetr: aps 
For Japan's Nakasone, page 


. 24. By South Africa, page 22. 


Italy’s loss 

A good Communist, page 33. 
New alliances - 
Red-green in West Germany, 


page 34, Non-Nato inside 
Nato?, page 41. 


MacGregor talks 
To The Economist, about a 
long coal strike, page 43. 


75 


89 
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Debtors’ decision 

Fast fries or high tech? 

In praise of summits ie 

Mr Chernenko’s trouble with Hie: 
Little local empires 

Up the British nobility 

international: How many votes. from. A 
Drugs in Pakistan; Lebanon; Gulf 


American Survey: Immigration: Th 

a foreign body; Supreme Court; Bank 
Science and the Russians; Exporting der 
ball; Indians; Drunken driving; Smoking. 
Europe: The man who almost brought tta 

to power: West Germany; Russia and the west 
French press; French schools; European 
Britain: Coal strike: Training for the long fi 
PSBR; Potato marketing; Northern Irela 
Apprentices; Pensions; Museum charges, Bı 
Unemployment and poverty 


nese haleneere Latin pains trade; Cr 

Part-time working; Turkey; Massey-Fergt 

Industrial espionage; American’ steel; 

petrochemicals; Japanese petrochemicals © ` 
Finance: The bigger splash from Saul Steinberg's dive into 
Disney; Grindlays/ANZ; Fritz Leutwiler; Zanussi; US gov- 
ernment bond dealers; American computer. stocks; pee: 
perry; Argentine debt; Waltons Bond 

Science and technology: Composites join forces with 
computers to break the mould; Down's syndrome; Futur-. 
ology; Bacterial disease; Animal behaviour 

Economic and financial indicators 


Books Plus and letters ‘ 


81 Books Plus: Evan Luard; H. G. Wells; British cinema; 


Cricket; Architecture; Model soldiers 
Letters 
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‘olicing the City 

‘The drticle on policing the 
“London (May 12th) drifts 
a hurricane of competition 
s sweeping through the British 
securities. markets” to: “there 
“needs to be a separate statutory 
‘body—a City commission, if you 
ke, but not necessarily modelled 
m: the lines of America’s Securi- 
es and Exchange Commission— 
tO step in when self regulation 
fails”. 

L should like to suggest that 
uand your colleagues are be- 
ng ‘led down the proverbial. gar- 
‘den: path by those persons cur- 
rently being made redundant 
from the pee positions they 
by that 

































ur, distinguished predeces- 
sor, Mr Walter Bagehot, was 
əst enlightening upon this sub- 
ect. In the mid-1870s a rash of 
‘ial scandals came to light in 
City. Ultimately, a proposal 
roduced in parliament to 
ea Commission to regulaté 
the Stock ‘Exchange. Walter 
gehot observed: “A Commis- 
will not show that the quasi- 
moral jurisdiction of the commit- ‘ 
“tee of the stock-exchange can be 
advantageously transferred to.the 
government. No government.de- 
partment could undertake such a 
-jurisdiction, or exercise it. The 
purity of our civil service is now 
‘one of the best points in our 
society, but/if we mix it up with 

























TheEconomist 
Intelligence Unit 
peremen ‘Special Report No, 162 
Financial Modelling 
with a Microcomputer 


SOFTW, RE CHOICE AND HARDWARE SELECTION 
of this report discusses the 














r ader. There is a glossary 
M terms and a useful listing ` 
different softwate and hardware 
A ‘packages, with an assessment of. their 
main characteristics: 
C pao 
The Economist intelligence Unit Ltd (X1) 
27 St James's Place 137 Avenue Louise, Bled 
London SWIA INT B-1050 Brussels 
UK. Tet 014936711 Belgium. Tet; (02) 538 29.30 
:10.Roċketeller Plaza Friedrichstrasse 34 
New York, NY 10020. 6000 Frankfurt am Main t 
USA, Tel: 2129415730 WGerinany, Tek 0611-72814 
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id be addressed to 


“hands”, 


stock exchange business we 
might easily corrupt the service 
without purifying the business.” 

It cannot be shown that a 
quango would serve the interests 
of investors. Change in British 
securities markets, by its very 
nature, cannot be regulated, be- 
cause regulation requires a status 
quo—the very thing those now in 
the City wish to sustain. 

There is no evidence whatever 
to suggest that there has been, is 
or is likely to be more fraud 
associated with the securities 
markets in the City than else- 
where and one could well argue 
there has been less. In any case, 
as Walter Bagehot again ob- 
served, “one cannot, prevent 
fraud, only prosecute those who 
commit it”. The present institu- 
tional arrangements in this re- 
spect are appropriate. If the num- 
bers ‘or skills of those in such 
service are inadequate to the 
task, it is only necessary to aug- 
ment them. 


London’ H, PAUL HENDERSON 





Overtaxed Californians 


SIR---in your survey on California 
(May 19th), how could you mis- 
represent the great benefits of 
proposition 13 for businesses and 
individuals alike? Proposition 13 
merely refunded to the taxpayers 
the $6 billion-7 billion surplus 
that the state government had 
accumulated by 1978. Despite 
the tax reduction, state and local 
governments have increased their 
spending every year since. It is 
due to the lower tax burdens 
under proposition 13 that Cali- 
fornia has enjoyed a better busi- 
ness climate since 1978, 

You are wrong to say that 
“there is no support . . . for the 
idea of pushing it further to take 
even more spending power out of 
state and local government's 
The: “save proposition 
13” initiative to plug loopholes in 
proposition: 13. is before Califor- 
nia’s voters. Atdeast-a million of 
them signed petitions to put it on 
the ballot. 





_ Alexandria, 
Virginia Cari OLSEN 
America’s growth 


SIR—You say (May 15th) that Mr 
Martin Feldstein’s. forecast was 
too low “because he underesti- 
mated the huge and.largely unin- 
tended fiscal stimulus fram Presi- 


week in December and 
HEB 


g 
monetarists-añid almost all “su 
ply-siders’* forecast avery strong 
1983 recovery for the United : 
States: in late 1982:to early 1983 
In contrast, nearly all Keyt 


ians” 
projected a weak recovery. Yet 
d. 


the tax cuts, spending growt 
deficits were well known in 
1982. : 

Why is it that Keynesians. (are 


late 


P 
tunnel to carry cars and lorries ( 
trains was only to be expecte 
the same conclusion was reach 
10! sonnet 


you included?) are now trying to“ 


take credit for the recovery? Why 


don't they reprogramme ‘their n 
vaunted econometric models and 


put changes in money supply 
growth and in marginal tax rates 
as causes? 


New York CHARLES H. BRUNIE 





Coal 

SiR—In the British coal miners’ 
dispute, the coal board wishes to’ 
spend less money on loss-making 
pits, and the miners want to:save, 
the mining villages that depend 
on those pits. However, if loss- 
making pits were given..to the 


people who work there, orto the: 


local community, this would sat- 
isfy both the coal board's. desire 
to end subsidies for the heaviest 


loss-makers, and the miners’ de- cò 


sire to preserve pit communities. 
The biggest obstacle is likely to 
be the pride of both sides, who 
are likely to insist on their full 
demands at all costs. But the 
proposal does not involve pit clo- 
sures, and therefore could be a 
basis for discussion. , 
Buxton, 


Derbyshire SIMON BEAGLES 





Chunnelling 


SiR--The two articles on the 
channel tunnel (May 26th) intro- 
duce a breath of common sense 
into the problems of financing 
and demonstrate that these are 
not as impossible of solution as 
the opponents of the tunnel have 
so determinedly maintained in 
the past. However, there are a 
few misconceptions and errors of : 
emphasis which ‘call for 
comment. 

Even if the span of water to be 
tunnelled under is “one of the 
longest” ever attempted, the ma- 
terial to be tunnelled through— 
chalk—-is surely one of the easi- 
est; experience with the :Hokkai- 
do-Honshu tunnel is’ therefore 
hardly relevant—and ‘the men- 
tion of the track-building costs’ 
for bullet trains from Tokvo is 
totally irrelevant. We should ive 
credit to. British Ral 
already quietly -mi 
loading gauge between the coast 
and London to, accomn lodate 
continental rolli 










-a combined ; we ge nR 
atu undalieereiie mal to Mahone te be Jurong. 2 durong Pon 


40% of women, if workmen whi 


| Bromley, Kent. T. 


I suspect 4 that those who ddv 
cate any sort of bridge have nev 
tried to; walk: against—or ev 
stand still in—the wind on t 
cliffs between Dover and Folk 
stone ina ee or even refle 















cope adequ rely. or late twen 
eth-cehtury standards with tl 
traffic: Anyone who really thin 
it does should ‘try crossing fi 
quently, to a tight schedule, 
winter. Furthermore, the tot 
journey time between Londi 
and Paris by train throu 
tunnel would be shorter than | 
air when: the. airport-city cent 




















journeys, such 
London and Brusse 
Rhineland, the f 


would be relatively 








Similarly, freight 
not have to hang abo ' 
of the channel waitin g for. tra 
ferries. 
Finally, the assumption th 
motorists would’ have to: clin 
out of their cars is not justifie 
itsin one’s car, on Speci 
rough the Alpine ri 
ich are almost half 
long as the channel tunnel wou 
be—and the Loetschberg pl 
Simplon run must be appreciab 
longer. 
No one else is going to car 
out a relevant experiment for 
to watch because the requir 








































ment is unique. The sooner s 
geton with it the better. 
Gerrards Cross, H 
Buckinghamshire Guy BRA 
That’s logic 
SiR--According to a surv 


_. quoted in yout issue of May 12¢ 





tled at them, would be positive 
“chuffed”, ; 

Being unfamiliar’ with | th 
word, | looked it up-in the O 
¿ford Paperback Dictiona 
gave the following defini 
pleased, 2. displeased.” 





































A Major Investment Institution 
ig 
nvestment Managers | 






Our client requires professionally qualified Investment Managers with at least 5 years « 





f managing a discretionary portfolio of equities and bonds in the European, or North Ame 
or Far Eastern Stockmarkets. Ref: 2175/E 













i They also require professionally qualified Investment Analysts with at least 3 years exper 
_ the European, or North American, or Far Eastern Stockmarkets. Ref: 2176/ Eve z 








contract will be for a minimum of 3. years, renewable thereafter. Attractive salarie 
cin Abu Dhabi, will be negotiated and high class accommodation, transport and med 
acilities will be provided. Fn ; l : 






Please send a comprehensive career résumé, including salary history and day-time teleph 
umber, quoting the appropriate reference number, to W.L. Tait, Executive Selection Divisio 


itti wW Street Lon on EC4A 3TR Telephone: 01-353 801 


















‘London 


IEA Coal Research an international programme financed by member countries of the Inte 
Energy Agency based in the UK, has a vacancy for a Coal Supply/Energy Economist. 


We seek a graduate energy economist with knowledge of-international coal minin ki 
-in one or more of the following areas: coal trade: transport economics; energy market projections 
Applicants should have the ability to make clear analyses and presentation of results, both orally in 

_. written reports. The working language’ is English, but another European language would be 
advantage. l 
























-The post is based in Central Londonin pleasant offices near Victoria Station. Conditions of employ: 


clude 5 weeks annual holiday. Salary will be according to qualifications and experience but not less 
an £15,000. , 


Please write with c.v. giving details of relevant experience to: The Company Secretary, IEA Coal 
vcs Research, 14/15 Lower Grosvenor Place, London SW1W OEX, ; 






dont le-cout est: financé eñ partie par un 
Développement (IDA), rectutera dès que 


AMANT. 
mmmissaire aux Mines et la Géolo ogie, cet expert aura 
diamant brut, l'expertisé du diamant taillé et la 
naux: Duree a affectation 5 mois renouvelable. 


A ES PROJETS 
Commissaire: Chargé du Plan et de la Coopération 
le conseiller. sera chargé de la miseen. place d'une 
iboration et du. suivi des procédures d'évaluation 
Ja formation d' homotogue national. Durée d'atfecta- 


levront posséder une. très ‘bovine: connaissance de-la lan ue 
naissances d'anglais seraient extrémement souhaitables. 
bureaux d'études sont inyités a soumettre leurs candida- 


í ina datis. au Haai Commissaire cayi 

i taine are copi 5 saree AM mien a lei 

. alein 

= l sperm vente Ban ate oH moe NW, -~ 





The Manager, reporting to.a Deputy Director, 

charge of the Pay and Manpower Division: This D 
consists of a dozen. specialist policy advisers and support 
staff and.is responsible for the CBI's. work in the fields: of pay, 
employment, working time, pensions an 


Major areas of work include: . 


drafting CBI policy statements. and conducting ; 
consultations with: CBI members; prel evidence for. 
Government and other'public enquiries; iding CBI 
input to the work of NEDG, MSC and the European 
Commission and maintaining contact with government 
officials and briefing the media; conducting the CBI pay 
databank survey and providing an information service for 
CBI members as a background to pay negotiations, 


In addition-to appropriate qualifications and experience inthe 
pay and manpower areas, the essential requirements are 
clarity of expression on paper and orally, the ability to advise 
on and oversee the preparation of policy documents and 
research projects, and the, capacity to plan and manage the 
Division’s work programme. : 


Salary is negotiable, but those resently. earning jess than 
£15,000 are unlikely to be strong ndidates. 


‘Treasurer 


‘Board Appointment c£45 000+bonus 








‘Our client is animportant new venture in the 
lof export financing, backed by leading financial 
it aes ale with hs fl aol of The British 


S experienc ed treasurers w vith aca expertise: in 
rai ng finance, cash, currency and exposure 


management. In addition, they should be familiar with 
advanced treasury management systems and controls, 
Appl icants must have senior management. 0o 
experience, and have worked closely with the banking. : 
community, They should be able to blend highly. 
professional technical expertise with effective 
inter-personal and negotiating skills toensurea high - 
calibre treasury function is established and de ‘eloped 
from the outset. 











Inorder toapply. 
Gavi in Adan. a 


ease write with a ful 
native Selection E 








‘| ~ SLOANE AVENUE LONDON SW3— 


en k , lees 
One of the Largest Unbroken Blocks of Flats in London 
Occupying a Site Area of About 1.3 Acres 
Ideal for Further Refurbishment for Individual Flat Sales ! 
and/or for Retention as a Luxury Residential / Commercial Investment 


Approx 750 Flats 


Substantial Commercial Content 
With Restaurants, Garaging & Offices 


Freehold 


For Sale by Tender on Monday 16th July 1984 
(unless sold previously) 


_ Joint Sole Agents 


acth CardaleGroves CONTAT 


43 North Audley Street, Grosvenor Square, Chartered Surveyors 

‘Kondon WIY 2AQ i , : 
$ ae : ; : 116 Kensington High Street. London W8 7RW 
01-629 6604 Telex: 27839 we basa Lt Telephone: 01-937 7244, Telex:8955820, 





a M33 miles, Må 4.10 mt Basing opi mies, Beading 10 mies, 


” *University and College campus 
: location with access to excellent 
: technol logical equipment and expertise. 


mi pat opportunity for research and 
evelopment combining first class. 
ccommodation, the best back-up and . T w 
A UNIQUE OPPORTUNITY TO HASE A MAGNIFICENT GRADE I i 
INA PRIME LOCATION 


lities; and a pleasant environment. 
LISTED MANSION SITL 
ideal tor use as Offices, Research Establishmer efi Institutional Uses including Hotel, 


t her details contact:- 
(subjact tone necessary Planning Permission) 
66,200 sq ROIA 
pours ANDING COTTAGES 
Swimming Pool, Gymnasium, Walled Gardens. 





saidil 


Altos del Rodeo 





Aranco Overseas has been retained to introduce amongst the 


finest homes available in the Puerto Banus area. 
Exclusive 2 ny 3 bedroom villas with luxury finish and all with sea and 
fi tish gardens. . 


your Compal 

why not call or-write now f 
appointment to s 
a dust think: of 


CALL SYDNEY GLATMAN ON 01-458 3282 NOW. OR WRITE FREEPOST, LONDON NWT OYP. 





nual Meeting | p cW so AOE mestie 
pril | 30, 1384, worth of mention. 
Coun increased involven 
= the Institution i 
port of the ac 
“in billi ion lire) some of its: 
T “Total deans 29.800 and associat 
IE fa of which in “foreign currency 5.500 +1277% 


, ivance ; ; + 403% 
y= of which in foreign currency 5400 +424,0% e 











“Securities = 7.400 +52% â 





` Capital employed IT + 302% O 


son 





A Vontriglia, set Saye get go | 
‘strategies, select- ee: 
k Net income oe 85 + 14% a 
oñsidetablei increase in total earnings, Sn 
lé ; while and notwithstanding a preferen- 
in Aoposita, loans tial interest rates policy was carried out 
stments in secu- by the Bank in support of customers 
:the particularatten- operating in Southern Italy. 
aid to the internati- These positive results were attained l 
ector increased from thanks to the contributions of short-term Ba 
20% to 31% the percen- credit sectors of the Bank as well as of the 
vi ge of international len- Special Credit Sections: the latter ones 
s respect to total len- appeared most active both as borrow- 
of the Institution; a ers (ea, 8%) and as s lenders (+26,3%). 





Creative energy. Unaware of time. Generating new ideas. 
In the continuing pursuit of quality, performance, 
reliability. In aircraft, electronics, services. 

Northrop Corporation, 1800 Century Park East, Los Angeles, California 90067 USA 


NORTHROP | 


Making advanced technology work 
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annually, will help per- 








repudiate their debts. It 1porta 

own sake, that they do not default—however superfi- 

ially compelling the arguments for doing so can seem. 
tin finance ministers will be told, first, that this 

‘have to pay $223 billion in interest to their 

while, in return, they can expect no more than 








be another year older and $15 billion deeper in 
ext, repudiation may seem an escape route from 
ble rounds of negotiations to reschedule $160 
ank debt—negotiations that bring only riots 
e. And the finance ministers no longer 


nkers. They note how America’s Federal 
Board masterminded a $7} billion rescue to 
a run on the Continental Illinois bank. 
long as these arguments are used by Latin 
\mericans as mere bargaining ploys to frighten’ their 
ankers, nobody need jump out of a window. Impru- 
erican and other bankers have to share the 
ain what has happened—in lower, charges, 
etched repayment periods and selective write-offs. 
hey lent billions to Mexico in the belief that oil prices 
d only go up, and billions to Argentine generals to 
uy arms. Much of the money ended in personal bank 
accounts in Miami and Lugano. 
debtors would be wise, however, not to go over 
top. A formal default would reduce their trade to 
varter and to copying the sell-cheap-and- buy-dear tac- 
fics that Ian Smith’s Rhodesia used to circumvent 
economic sanctions. The legal departments of the big 
yanks have punitive contingency. plans. Their filing 
eabinets contain draft writs, garnishee orders and 
attachment suits to impound Latin American exports; 
hey can offset receipts from these against their debts if 
threatened default became actual efault. All the 












sossible Latin American defaulters have pitifully small 
These economic-prospects _ 
poor debtors should also have that right, 
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-that multinationals will eventually agai 
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‘the establishment of a special interest-rate compensa 
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help. The only Latin American countries th 
gain from repudiation are such no-hopers. as B 
whose bank credit has dried up already. 

For Mexico, Brazil and (if it would only 
Argentina the balance of advantage cle 
taking the IMF daily dose and negotiatin: 
with their creditors. Despite its brinkmansh 
73), Argentina cannot really think that a co 
is inflating at 500% a year can avoid IMI 
which involve some cut in domestic de 
countries can realistically hope that, 
on their debts, banks will ev 
money again to finance their develop 


export-creating investments. 


Performance bonuses ` 
The banks need to teintorce this message. 
who stick to IMF programmes, and whose | 
show signs of improvement (see page 54), ought 
qualify for easier terms than the others a í 
their debts properly rescheduled so tha the 
continually find themselves in politically em 
haggling. Western governments, too, can 
keeping out of the negotiations and by chi 
policies that make it impossible for La 
debtors to increase exports by enough servic 
debts. Europe should be making it easie 
for Latins to sell their wares in the EEC; and should 
be dumping competitive agricultural produ t 
sugar in third markets. : 
America can help most. The high inte st 
caused as the Fed has tightened money to c 
for a too-loose budget are the main reason 
percentage-point rise in the interest rate that the 
have had to pay on their dollar-denominated debts thi 








tory facility in the IMF, similar to the success! 


$1.6 billion a year it has to pay to banks every tir 


-interest rates in New York rise by 1%. If commodity _ 
prices fall, poor exporters of them have the right to- 


draw more from the IMF; if world interest rates ne, : 


Fast fries or high tech? 


Is too much faith being put in high technology to replace jobs 


lost in the smokestack industries? 


Jobs in rich countries are disappearing from the elec- 
tronics industry about as fast as they are footing it from 
some older, grimier businesses. Many of the new jobs in 
high technology are less secure and pay less well than 
older ones making steel, cars or biscuits. Less skill is 
needed to assemble computer parts than to make car 
components or English muffins. The work can be done 
for a tenth of the price in Caracas as in California or 
Croydon. By the end of the decade, Scotland’s silicon 
glen could be as derelict as its shipyards. 

Another dose of naive high-tech optimism was pro- 
ferred at last week’s economic summit in London. 
Among the big seven countries represented there, only 
_ Japan is close to full employment. Something like 
20,000 extra jobs have to be found every day for 18 
_ months in the six big western countries if unemploy- 
ment is to return to its level before the 1979-81 
recession. Only America is on course for achieving that, 
though not by cloning Silicon Valleys across the coun- 
try. It created 20m more jobs in the boom-bust 1970s 
and has added another 2m since. High tech accounts for 
fewer than 3% of them. They have come instead from 
fast food, entertainment, education and a zillion other 
ways of giving people what they want. 


t 


Some other jobs have come from bringing back to 
America industries that had previously slipped off- 
shore. In the rag trade, boffins at the Draper Labs in 
Massachusetts have developed automation that now 
allows American workers paid $5 an hour to make shirts 
and suits cheaper than in Asian sweatshops. Suddenly 
such industries as textiles, light manufacturing and even 
carmaking are beginning to look like big employers in 
America again. 


Teaching old dogs new tricks 

The moral is that most future jobs will not come from 
nurturing costly high-tech enterprises based on comput- 
ers or telecoms. They will come much more from the 
stuffing of new high-tech tricks into old-line manufac- 
turing and services. One trouble with the Old World is 
that it wants everything new. It is in love with inven- 
tions. It jumps on every technological bandwagon, 
always forgetting that nobody made much quickly from 
dominating a fledgling market. The question for Britain 
is not whether to spend £400m on a fifth-generation 
computer project, but what can the microchip do for 
existing industries in Bolton or Bradford? Enough, 
probably, to give Hongkong quite a fright. 


In praise of summits 


Which are about educating summiteers 


The annual summits of the six main western powers and 
Japan should be praised, not buried, for three reasons 
that most people are too polite to mention. 

1. Educating an American president is the hardest 
job known to man. Just sitting a president down without 
domestic distraction is difficult enough. These yearly 
summits force each insular president of the United 
States to hear and know the concerns of America’s most 
important partners. Since France’s Mr Giscard d’Es- 
taing started the habit at Rambouillet in November, 
1975, three American presidents have been thus per- 
suaded to sit, listen and learn. Mr Gerald Ford, Mr 
Jimmy Carter and Mr Ronald Reagan all needed the 
experience rather more than most of their predecessors 
did, and their allies all needed them to have it. 

2. The removal of the White House from Washing- 
ton (and from the United States) for the best part of a 
week is a wholesome thing—for it, for Washington and 
for the rest of the world. To see Mr Edwin Meese III, 
Mr James Baker III, Mrs Reagan II, Mr Deaver, Mr 
Darman, associated cohorts, Mr. Bud MacFarlane, Mr 
12 


George Shultz all milling round London for days on end 
with nothing much better to-do was a heartening sight. 
Here were important folk realising that there are 
people and things as real as congressmen and congress; 
ways of talking to others and each other that do not 
require motorcades; ways of existing away from the 
weekend television chat shows. That their telephones 
were hooked straight to the White House switchboard, 
that documents came encrypted over the British Tele- 
com wires from Washington to be de-encrypted for 
instant consumption, could not hide the fact that the 
entire team was taking a break, learning new things 
and, with the odd furtive look, enjoying itself. 
3. The other six elected first-world leaders likewise 
learn through these summits the beginnings of their 
own ignorance and that of the American president of 
the day; and, as important, that a world beyond their 
own electorate but affecting it exists. Mrs Margaret 
Thatcher had to be pressed by her new officials in 1979 
to attend the Tokyo summit at all*. Five years and 
summits later here she was, last week in London, 
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Waving a ball at her own ball. na 
There is one bane of these very. worthwhile events. 
this is the annual attempt by this and every other 
lewspaper in the wi 0 assess whether the latest 
mammit has “‘reache ment” or ‘crisis’, whether it 
was “succeeded” In reality it matters hardly 
whole agrees or disagrees 

its allies are not satellites. 


these summits with a. 


re frequent meetings, or 

ways of doing things when more 

e the International Monetary 
usively resisted. 

lon was, to take one example, 

apan (and less significantly Mr 

' Reagan’s ear about the 

nd that Mr Reagan 

ve to get the election 


Europe is moving eastwards. Last year 
a was the superpower with a problem with its 
an allies. This year it is Russia’s turn. In the 
y blandness of last week’s London summit 
the Year of the Euromissiles is sliding into 
he east, President Konstantin Chernenko 
uro omrades, assembling in Mos- 
Comecon group’s first summit 
ust have wished their meeting were such a 
less they find a way to relieve the pressures 
ip in eastern Europe, it is they who will have 

nthe next few years. | 
reached real communism, goes the joke in 
a urope, or is it going to get worse? That is 
artly unfair. Living standards all-over the communist 
art of Europe have noticeably improved in the past 
"Ww years, except in Poland and perhaps Rumania. But 
lis achievement has to be set against both distortedly 
1 expectations (the ever-approaching but never- 
riving “transition from socialism to communism”) 
d the growing knowledge of much higher standards of 
western Europe. And the past improvements are 
y not repeatable. In the 1950s there were extra 
is aplenty, peasants becoming factory-workers, to 
cast Europe’s economies growing. In the 1960s 
iet energy and raw materials were readily on 
e 1970s western banks, awash with petrodol- 


ined. eee 

The 1980s are different; Fo 

€ pool of western finance has mi 

Wiet oil and gas, on whi ‘Te; 

1% of its needs, is 

pidly approaching wor et prices) and harde 
cc y; Short of the arrival of some new Marx- 


Several have begun to do alrea 
trouble for the future; or they cut co 


P- 
rs, peddled prosperity that. could be borrowed, if not 


ureaucrats, edito 
ists and legislators waiting to ambush him 
rarely coincide with crises (so-called). Th l 
therefore not go about solving them when on 
yet exist. They should simply try, as. informally as 
possible, to educate heads of government and acolyte 
about each other’s politics—and about those problems 
which some fear they foresee and others have’ not 
thought about. ee a 


Watt, is recommended réading: Twentieth: Century Fund. 


*A report by eight ex-summiteers; with a backgroun aper by t David 
NY, NY 10021, $7.50. o 


machina, all the east Europe -gove 


unenviable choice. Eith ys 
lread 


‘as the Poles learnt, means risk 


The shades of red Chernenko does not see : 
The only route to faster economic gro 


Germans had in 1947, They also have e 
very similar to those West Germany h 
controls, consequent shortages, ubiq 
kets, internal barter, a desperate need 
tion of monetary incentives. An Erhard 
economic freedom, of the sort We Ger 
1948, could bring an economic miracle fr 
beyond the Urals that would set muc 
markets free. eles 
But that idea does not appeal to Mr Cher 
has no doubt been reminding his colleague: 
this week that slackening the reins 
means loosening the bit of party contr 
central planning (which all these count 
does not go far enough economically; 
change goes too far politically. Even the Hung. 
who have pushed economic reform the hardest, 
now begun to find the limits of Soviet tolerance. 
Guessing which east European country is lia 


-run into trouble first is pretty profitless. Mr 


a heaval soon. Poland, with a drop in real gnp p ] 





Mec 


by James Cameron CBE 


These ethnic-territorial legends abound: 
that Leeds is full of Jews and Brixton full of 
blacks and Camden full of Cypriots and, for 
all I know, Soho full of Sicilians. The odd 
thing is that this is — well, not strictly true 
but fairly true, or true enough to make the 
mythology. 

Let me say for the record, however, 
that Corby is full of Scots. It is the one 
surviving colony in England since the 
Normans. Lucky Corby. 

This, however, was by no means the 
case fifty years ago. In the 1930s Corby did 
not effectively exist, except as a village. It 
did not grow up organically over the genera- 
tions as most places are supposed to do. It 
was more or less conceived and gestated on 
the spot by the big Scottish steel firm of 
Stewarts and Lloyds, who went swiftly into 
the instant-history business, as follows: 

COLONISTS 

They found ironstone in Corby, and 
ironstone is to an iron firm what dough is to 
a baker. They got in quick and colonised it. 
Now, to be sure, it has gone the way of all 
Empires; the colonists have gone but the 
colonials remain, in a changed land. 

Corby’s genesis was a direct consequ- 
ence of Clydeside’s decay. The catastrophic 
slump of Scots industry in the 1930s meant 
that to have a job was a miracle; a great 
reservoir of idle steelworkers was as eager to 
follow the bonanza to Corby as Stewarts and 
Lloyds were to steer them there. When S& 
L moved into Northamptonshire to make 
steel nobody in that green and pleasant land 
knew the first-thing about making steel. 
Around Clydeside hardly anyone knew 
about anything else. So Corby became Scot- 
land’s Sudetenland, and the voice of the 
Gorbals was heard in the land. 

STRANGE SURVIVAL 

Half a century later it still is. Corby, 
some three hundred miles from the Border, 
is rooted in a Scots tradition that at least half 
of them can never have personally experi- 
enced. It is ancestral and subconscious. In 
an odd way it may well be like the strange 
survival over the generations of the Welsh 
immigrants in Patagonia. They went for 
sheep; the Scots for steel. Having gone, 
they stayed, and turned Corby into a corner 
of a foreign field that is forever Argyle 
Street, only prettier. 


Advertisement 


The Scots are first-class second-hand 
patriots. I can say this, being one. The 
further they are from home the more ethnic 
they become. I suppose that it is only in an 
elsewhere-world that you feel the need for 
roots. How I understand it, this sentimental 
defensive tribalism. 


This is Corby’s Revenge for Flodden. 
DISINTEGRATION 


Forty years on came the pitiful para- 
dox of steel. The huge industry that had 
created Corby, that had translated a popula- 
tion, could not stand the pace. In 1979 the 
British Stee! Corporation — as Stewarts and 
Lloyds had become — closed down, pulling 
the rug from under 5,500 jobs. Today the 
great steelworks of Corby is physically dis- 
integrating before one’s eyes, a disappearing 
monument to high hopes and industrial 
adventure, surrendering to economic forces 
that neither management nor especially 
workers could even properly define. 

Corby drew a deep breath, rued the 
day, and braced itself for a new and varied 
future. Ma God, man, said Corby, a fella 
can mak’ steel can mak’ anything. 

So it would seem. The diversification 
is now beguiling; Corby is now the indus- 
trial theatre of varieties. Steel remains, with 
the Tubes Division, but now surrounded by 
most unmetallic notions. Cosmetics, and, 
you must believe it, the biggest potato-chip 
factory in Europe. Aquascutum and 
Weetabix. Eat it or wear it or slap it on, the 
chances are that if it doesn’t come from 
Japan it comes from Corby. 

A NICE RIDDLE 

As far as I know no one has actually 
calculated how many of the 55,000 Cor- 
bians are in fact Scots. They all sound like it 
and, somehow, look like it. Since more than 
half of them are under thirty this is a nice 
riddle for the geneticists. 

The question of how to recognise a 
Scot is inscrutable for some, intuitive for 
others. Like being Jewish or Gay, you prob- 
ably have to be one to know one. In the 
Scottish context I qualify; I was immedi- 
ately aware of the cadences of conversation; 
they are elusive but once you know them 
you know them. You do not have to talk like 
Harry Lauder to betray yourself. Let one 
man buttonhole another and say: “Listen, 


James Cameron CBE has spent most of 
journalistic life as a foreign correspondent in 
almost every part of the world. For years he 
wrote for the News Chronicle; now he has a 
weekly column in the Guardian, A dozen 
books, of which the best known are “ Point of 
Departure” and “An Indian Summer”. He 
won the Prix Italia for his play “The 
Pump”. He has Hon. LIDs from Lancaster, 
Dundee, Essex, Bradford. 


wait till I tell ya . . ” and he is exposed. 

These are the subtleties; the realiti 
are for all to see. Where else in the sout 
Midlands would you find a Highlan 
Gathering? In Corby it has been going ò 
every year since the 1960s. Where else in th 
Robin Hood country would you find a Pip 
Band that has toured the country and, half 
dozen years ago, was eminent enought t 
win an International Piping Contest? 

In Corby there was no difficulty i 
finding a shop that sold haggis, an edib 
substance of which I am greatly fond when 
close my mind to its ingredients, and whic 
in London I can find nowhere but, gue 
where, Harrods, where it is kept among U 
Exotic Foods. 

Outside the main market in Corby 
displayed a big image, like an inn-sig 
inside a big letter C is enclosed a silhouet 
of a crow. In my innocence I though I 
alone in knowing that the Scots word 
“crow” is “corbie”. The expatriates é 
wiser than I supposed. 


This article is number four of a series. They w 
be published together as a brochure entitl 
The Ecorbyist. 

Copies will be available from Cor 
Industrial Development Centre, Doug 
House, Queens Square, Corby, Northants. 





p -since Toury years ago, Fas ‘surely not 
ed the end of its 1956-1970-1976-1980 sequence of 


despite its huge mineral’ resources and consequent: 
creditworthiness, cannot look to the 1990s with eco~ 
nomic equanimity. : 
nd, not-coincidentally, it is Russi 
power to do much damage to its 


that now has the 
aller neighbours. 


g access to western money. Russia’s ‘walk-out | 
he Geneva talks last November led to pressure on 
east Europeans to stump up extra cash for defence, 
st when they are feeling the squeeze of dearer Russian 
and fading western credits. Now Mr Chernenko is 
Mightening t the: squeeze. 


it of imperium strikes back 


', says the Oxford dictionary, i is “supreme and 

i ive polial dominion”. By that test, there are 

few mpires around today, and none that cares to call 
y the name: it has be a dirty word. But 1984 

ea of empire is not 

rms. 

i imperialists are still in the business. 

wwallowed Tibet, even if today’s emperors in 
are having second thoughts about the wisdom of 


, Eastern Europe is no less surely a part of the » 


empire, as are those vast Asian khanates 
ed by the Tsars in the nineteenth century. The 
British and Dutch, having lost great empires, 
ere and there a surprising measure of ' ‘political 
dominion”, though in no ex-colony is it “supreme”. 
The post-1945 battle between two great ideologies has 
not divided the world into two ideological empires, as 
the pessimists of 1945 wrongly thought it would. Yet the 
will to imperium persists: 


The new quasi-empires 

Three striking cases of quasi-empire have sprung up 
recently—-South African, Israeli, . Vietnamese (see. 
maps overleaf). Each is the product less of ideology 
than of nationalism. 

“South Africa’s whites, mainly those of Dutch descent, 
have now extended not-quite-supreme but~ certainly 
irresistible dominion over a large slice of southern 
Africa. uel Because vests believe they can survive 


ighbouring black: 


states may vd am hey like u de their own thatched 


g Russia’ 3 Opec: like oil weapon, Mr Chetn nk 


As. trying to make his Comecon partners accept a close 
‘explosions. Hungary and Bulgaria, in their different ` 


‘ways, seem fairly comfortable. But even Russia itself, 


interlocking of their economic plans. One result of that. 
would be to pull more east European investment 


resources into the development of Russia’s own mine 


als. The proposal amounts to a Comecon super-bureat 
cracy, which. would: suit:the Russians fine—but woul 
choke off eastern Europe’ s hope : of more. He bl 


veconomic reforms. 
The breakdown in east-west relations after the i invasion — 
of Afghanistan i in 1979 added to the difficulties of even. 
: creditworthy east ‘European. countries: in 


That leaves Russia’s allies with 


prayer to use in their defence. T eapon 


-economic weakness. The fear of “a tl r Pol; l 


the ultimate deterrent against Rus 


will have been plenty of special pleadin, 


week. The prayer is that Mr Cherne 
whoever he may be, will have a bet 
shades of red in eastern Europe. The 
up there to hear the prayer. 


almost completely wrenched from he 
South Africa’s plan works, for nov 

it will work only if Mr Bo 

breathing space to bring out 

ly the urban ones, into 

scrap that fraud called h 


i y 
black prosperity, and allow an ‘expanding e 


erode apartheid. Of course Mr Botha thinks h 
will preserve white supremacy. That, ak -Afrikai 


hope i is that the internal reforms soon | 

ed may accidentally produce the cree 

of blacks which Mr Botha never intend 

will be a short-lived quasi-empire, ending 
Israel has the same understandable s 

When early hopes of accommodat 

to nought again and again after 194 

of another legitimate nationa 

fused to subside, Little Israel’s relativ 


_ overtaken by Greater Israel’s extremists 


were bolstered by two separate argumen 


hard-nosed tacticians argued that only 


expansion-in-defence could so tiny a st 

miles wide at its narrowest point) expec 
returning waves of Arab. nationalism. . 
Talmud-bashing zealots, hitherto: a. strong b 


“dominant strand in Zionism, argued that the Land 
Israel should extend up to and maybe even east of the 


Jordan river, by divine Tight. 
Can fortress-Israel pi 


peace?” Like beyond-the-laager South Africa, 
. Short run it probably can. But here too the. of 


tionalism is unlikely to fade away. The 
o flow from Israel's current impregnabil 
alestinian cla of. winning» back: the 





homeland on the West Bank -which Israel’s ‘Labour 


party, if it wins the countr 
Farther north, the Israel 
-Lebanese state, | 
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out African 
SAN customs union 
South African-armed. 
guerrillas Operating 





oo tsraeli-occupied 


. Sou 


“The Nicaray 
_ Farabundo Marti Li 


’s July election, should offer. 
*.own dream. of a pliant 
yereft. of Palestinians, has evaporated 
too. Like South Africa, Israel has a useful breathing 


Four years ago, South Africa embarked ona 
policy of “destabilising” any neighbouring 
black regime thought to be helping anti- 
apartheid groups. Even Zimbabwe, merely 
trying to reduce its economic dependence ‘on 
Africa, has suffered. 

South African commandos have raided 
Mozambique and Lesotho. South African 
troops have penetrated up to 200 miles into 
Angola, partly to strike.at the bases of 
Swapo, the guerrilla group trying to win 
independence for Namibia, partly to weaken 
the Russian-Cuban-backed government of 


The West Bank of Jordan was conquered, 


along with Syrla’s Golan Heights and the 
Egyptian-run Gaza strip, during the 1967" 
war that followed an Egyptian-Syrian threat 
to israel. Since 1982 the Israelis have 


“brought the Golan Heights under full israeli 


law; and the present Likud government has 
been absorbing the West Bank, perhaps 
Gan into Eretz Israel (the Land of - 
israel). ‘ 

In 1982 the Israelis invaded Lebanon to 
destroy the Palestine Liberation: . 
Organisation’s operational headquarters 


There are up to 170,000 Vietnamese troops 
in Kampuchea, armed mainly by Russia. 
They control.most of the country but are 
béing foughtin the west and north by 
guerrillas of the Khmers Rouges and their 
rong in a Ghinese-backed anti-Vietnamese 
ront. i : 
There may be 50,000 Vietnamese troops 
in Laos, which is under full Vietnamese. 
control. “ 
Since 1975, when the s le for 
supremacy in Vietnam ended in victory for 
North Vietnam, there has been tension along 


The Russians have 565,000 troops in 
eastern Europe: 380,000 in East Germany, 
40,000 in Poland; 80,000 in 
Czechoslovakia; 65,000 in Hungary. They 
are there partly for east-west purposes, partly 
to preserve the political structure in eastern 
Europe. The armed forces of all the east 
European countries (except Jugoslavia and 
Albania) come under the Russian-controlled 
command structure of the Warsaw pact. The 
Russians also insist that the governments of 
these countries must be communist. The 


“Brezhnev doctrine” asserts Russia'stightto 


iios The Americans have a small-military 
4- presence in El Salvador (up to 55 soldiers, 
|. excluding medical people) and Honduras ` 
: (about 1,000 troops, due to dre 


to ar 
650 at the end of the month, helping t 
he Honduran army), and a rather lar 
fairly distant Panama (9,000 tro 


There are also CIA instructors in-H 


encouraging the ‘contras there to 
jeft-wing Sandinist government in Ni 
. ~Cuban-Russiar 


any one except the 
may be spared their 
bring stability of a kind. But the. 


“Angola 
guerrillas, led by Mr J 


South Africa al 


South Africa has gran dthe same favours _ 


‘to. 15,000 Renamo anti-government guerrillas _ 
: in Mozambique. Malawi may also h 
‘helped these querrillas. The South Africans 


have promised to stop helping Renamo if ._ 
Mozambique stops supporting the anti- 
apartheid African National Congress. They 
have pulled out of Angola in return for an: 
Angolan promise to stop Swapo infiltration 
into Namibia. South Africa may grant’ > 
Namibia independence-with-strings. ` 


there, and to impose a wider buffer zone 

north of Israel's internationally recognised 
border. There are still 10,000 {sraeli troops in“ 
Lebanon, many of whom could be withdrawn. 
if the Labour party wins next month's 00 a, 
election. But under any administration Israel = 
is likely to maintain 'a presence in south >: 


. Lebanon, partly to counter Syrian hegemony. 


in the rest of Lebanon. Israel will also 
maintain links with Lebanon's Maronite 
Christians and Druzes; > 


‘Russian-backed Syria has 40,000 troops. - 


_ in Lebanon. 


the Chinese-Vietnamese border, including a 
“limited war in 1979. The two countries remain 


n a state of armed confrontation. Vietnam's... 
armed forces total 1.22m. apap 
Thailand (which lets through Chinese 

arms for the anti-Vietnamese guerrillas in” 


‘Kampuchea) has 235,000 men in its armed. 


forces, armed mainly by America. ` 
There is no American military presence in 
Thailand. Pot í 


"communist isenforced: 


The Baltic republics of Lithuania, Li 


intervene to make: sure thatits definition of 


and Estonia, independent democraci 


before the second world war, have now 
Russified as integral parts of the Soviet 
Union, which has also taken about a third of 
pre-1939 Poland. es 


he contras operating 
ut 8,000. Another 


asion last October, there were’. 

other communist troops and 
ction workers. ae 
armed forces total 127,500. ~ - 











nd prosperity rather than national freedom” was the 
oldest of all the Victorian 
‘nineteenth-century colonialis 
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its, slowly making it—in theory—more prosperous, 
erefore more stable, therefore marginally more free. 
he region could end up in a generation or three, the 
ope runs, as a bigger sort of Finland, with the iron 
urtain somehow becoming porous and the Russians 
omehow persuaded into conceding supreme dominion 

n eastern Europe for the gratitude and friendship of its 
peoples, while maintaining dominant influence rather 








war too many Americans could never understand. It 
has interfered. It has not run even a quasi-empire. 

The first whacking difference is that none of the eight 
Central American countries from Mexico down to 
Panama has a controlling American military presence. 
There are those 55 soldiers in El Salvador giving advice 
about how to fight a. Cuban-Russian-backed insurgen- 
cy. There are dollars and arms and CIA agents egging 
on the anti-Nicaraguan “contras” in Honduras and 
Costa Rica. Like South Africa in Mozambique and 
Angola, the Americans prefer surrogates to do the 
seamier work. Only in Honduras and Panama is there a - 


oy Russian standards in eastern Europe. 


real American military presence—and ‘that a tiny one ` 


: Would-be American empire-building is heavily con- i 
trained by factors that do not apply to the Russians in `` 


zastern Europe. Much to Mr Reagan’s frustration, his. 
rovernment and—no less .important-—those of its al- 
eged imperial satellites in Latin America are subject to 















slogans meant to justify 


The conventional option is the slow binding of 
stern Europe into a web of western technology and 





power used to protect and 
_ pluralism, and power used to.crush them. 


















the scrutiny of an inquiring American people who are _ 
allowed to make up their minds even if they are n 
always 


military aid to 
democracy. . 
<- Aha, it will be countered, even if neither the Ame 
cans nor their surrogates, then Coca-Cola and banana 
monopolies and market-manipulation enslave peopl 
But the economies of 
less dependen i 
United States. Mexico (a quarter-democra 














And what about Grenada? borage 
In the 
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tions” to America and Russia may have 
questionable authenticity. The long-run 


















within eastern Europ 
Here and there the Kremlin has allowed a measure 

economic experimentation: even, so far, Hungary’s 
cautious slide away from orthodoxy, For all the 
suffering, the Poles still have a greater degree of noi: 
nationalist elbow-room than most of their communi: 
neighbours. Jugoslavia has got away into neutrality. 
did Albania (to somewhere just as awful). Ruma 
swaps a modicum of freedom in for : 
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_ Britain’s house of lords now out-performs the commons 
as a responsible legislature Be 
it j mysterious ways. This asa legislativereviewchamber, 0 O 00o o 

ith the nobility of | There is little that Downing Street can do about it 
house of lords The Tory party can normally command a safe majority 
ic elections for the government of in the upper house. Nc tionally, there are 462 “govern 







the London region. For the second time since Mrs ment” peers out of 1,097. who accept. the writ o 
_- ‘Thatcher returned to’ power last year, the only British summons. But these 462 shrink to under 400 who eve 
citizens with no electoral vote but the inherited right to turn up, to 230 who will respond to a three-line whip ii 
_ legislative power duly trooped up to London to bail her extremis (for instance on the rates bill) and to just 121 
- out of trouble, by a narrow 20-vote majority. It was as who attend half or more of the sittings and respond to : 
hum for her as it was inconvenient for them. normal two-line whip. This last figure compares wit! 

he’ t Tory governments to rule without. their roughly 100 opposition lords—most of them compara 



















ory are 
tively political life peers—and with some 200 “cross 





f this ironic incident is that the house of benchers who therefore hold the balance of power 
ing to give Britain back a proper legisla- Although the cross-benchers will often divide in th 
ticians tend to deride it as an eccen- government’s favour, they are beyond discipline. Lik 
tary, part-appointed chamber given to many true Conservative peers, they regard themselve 

usually reflecting its Tory and rural as Tory but not Thatcherite. - 


as threatened either to abolish it or to As a result, the government’s leader in the lords 
lly; so occasionally have the Conserva- Lord Whitelaw, has become a potent figure in th 

these threats, the house of lords has cabinet’s legislation committee—even being accused b 
self into a brake, not a stop, on the colleagues of using the threat of a lords defeat as. 
ber. It has long been acknowledged secret weapon for his own emollient views. He and h 
re experienced and sober forum for parliament’s chief whip, Lord Denham, have none of the methods 
erative function. It now leads the commons as a coercion available to the government in the common 
tineer of legislation which is increasingly pushed Peers are immune to patronage and the threat of par! 

gh the commons in a welter of partisan squabbles, excommunication which have made the modern MP 


































A string of concessions - 
In the course of the past year, at least four major bills 
passed untouched by the compliant commons have 
been materially amended by the lords. Following a 
arrow three-line whip victory in April on the second 
reading of the rate-capping bill, ministers were com- 
pelled to make concessions for fear of suffering defeats 
‘in committee. The previous month, the peers refused to 
„accept the telephone-tapping clause in the telecom- 
munications bill, forcing ministers to remove it and 
_ promise a new bill late in the year. Meanwhile battle 
continues between the lords and the cabinet over the as its enemies make out, 
housing bill, extending tenants’ rights to buy to charita- government. It won its second reading but may n 
ble housing. The lords took exception to the implied survive its lords committee stage unscathed: Like t 
minution in the stock of houses set aside for the many measures introduced since Mrs Thatcher came 
erly and disabled. After three defeats—one by a office, -its substitution ‘of a year of appointed Tc 
remarkable 157 votes to 77—the argument continues. government of London (pending abolition) for- 
The house of lords is now ‘expected to demand extension of tl re ected Labour one display: 
changes: in the London government bill, the police and _ self-righteous. has become ł 
“criminal evidence bill—where a bevy of judges is ready political hallmay cond thoughts, t 
to attack—and in the promised trade union bill on house of lords is ely its constitutional job. 
secret ballots. In all these matters, the lords’ power is showing up for the government cypt 
extends only to two rejections of commons legislation it has become xo reduced its refor 
< over no more than a year; but, in a crowded govern- silence. No cor ) would invent suc 
ment programme, this delay can be fatal. The house of second chamber. ` t, li any curious Bi 
lords now unquestionably out-performs the commons tions, it is showing that in prai tice it wor 
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CORRESPONDENT IN DELHI 


FR 


Mrs Indira Gandhi must be tempted t to go 
for an early general election in India in 
order to make the most of “the Punjab 
factor”. The destruction:of the Sikh ter- 
rorist stronghold in the Golden Temple of 
Amritsar has brought undoubted political 
benefit for the Indian prime minister; but 
nobody in Dethi would be so rash as to 
predict that‘her luck will hold. 

The Hindu majority in the country has 
responded with enthusiasm and relief. 
Newspaper editors report a flood of let- 
ters, almost all endorsing the govern- 
ment’s action in sending in the army. The 
main criticism is that Mrs Gandhi did not’ 
do it earlier. The opposition parties that 
posed the biggest threat to her grip on the 
key states of northern India—the. Bhara- 
tiya Janata party and the Lok Dal—have 
been outflanked. They can-only applaud 
from the sidelines while the prime minis- 
ter reaps the’credit. > 
_. Janata, which ruled India from 1977 to 
1980;-has split on the: issue. Some of its 
Jeaders, including the octogenarian Mr 
-Morarji Desai, approve of the assault on 
the Sikh shrine; others; among them the 
party president, Mr Chandra. Shekhar, 
still argue: that a political ‘solution was 
possible: The net effect is to make: tanata 
look more impotent than ever. 

Mrs Gandhi has re-established | pasi 
with Hindu-voters as the only leader who 
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can hold India together. Less philosophi- 
cally, she has socked it to the uppity 
Sikhs. There is gloating as well as satisfac- 
tiorwat their discomfiture. 

But the problem of Punjab, of Sikh 
terrorism and Sikh politics, will not be 
washed away by the monsoon rains that 
have now begun. Thoughtful Indian ob- 
servers, both Hindus and Sikhs, are pre- 
dicting that things may soon get much 
worse. The entire Sikh, community, in- 
cluding the silent and not-so-silent major- 
ity who; opposed Sant Bhindranwale’s 
reign of terror, has been alienated by the 
Amritsar bloodbath. Even some of those 
who were on the gunmen’s hit list have 
talked of a second Jallianwala Bagh (the 

site of the 1919 British massacre is within 
earshot of the Golden Temple). 

Mr Khushwant Singh, an independent 
member of parliament*and historian of 
the Sikhs, and.Mrs Gandhi’s most outspo- 
ken critic, wrote this week that the ““dese- 
cration’ of the temple. had “created a 
polarisation between the Hindu and the 
Sikh, and deprived the government of any 
Sikh leader of credibility and self-respect 
to talk tọ”. The prime minister has tacitly 
accepted the impossibility of dialogue, at 
least forthe time being, by locking up six 
of the seven-man high command of the 
Sikhs’. Akali Dal party. They include not 
only such reluctant agitators as Sant Har- 
chand Singh Longowal but two of the 
most moderate and responsible of Sikh 
politicians, a former Punjab chief minis- 
ter and a former national minister of 
agriculture. Without hope of even an 
attempt at a negotiated settlement of 
their grievances, the Sikhs can only nur- 
ture their resentment. 

The optimistic view is that the govern- 
ment will manage to contain Sikh anger 
for a few weeks more, and then gradually 
relax military rule, reassuring the Sikhs 
that the damage to the temple was not as 
bad as it seemed, The pessimistic reading 
is that even the army will not be able to 
control Punjab indefinitely. Unlike As- 
sam, which was sealed off after last year’s 
communal rioting, the.state is too central 
to Indian politics and to.the Indian econo- 


` guard their credit and deliver to the 


They like iron ladies in india too 


my to be kept in quarantine. The farm: 
have to sell their produce; the manufa 
turers have to buy raw materials, ‘safe 


customers. 

Eventually traffic will have to. flo 
again, within Punjab and across its: bo: 
ders. The Sikh temples will have. tor 
open, Once. that happens, the preache: 
will preach, the faithful will listen, | and 
the pilgrims will throng to Amritsa 
danger then is that they will seek rev 
on the Hindu traders scattered through 
the Sikh villages. In the worst predictio 
communal violence will beget commu. 
violence, with all the echoes for India and 
for Punjab of the 1947 partition 
nightmare. 

The army recognises that the seco d 
stage of its campaign against Sikh terro 
ism will be long and difficult. Hundred: 
terrorists are beliéved to have gone into _ 
hiding outside the temples. Mopping 
them up will not be as straightforward as 
has (seemingly) been. the suppression of 
mutinies by Sikhs in the army. 

Next January, the last possible date for 
an election, might well prove too late fi 
Mrs Gandhi. The Punjab factor could be 
more rapidly perishable than the Falk- 
lands factor. 































































fhe Sikhs n 
_ Not according to 
the book 


The storming of the Golden Temple in 
mritsar has been: compared: with. the 
capture of Mecca’s Grand Mosque by 
Saudi troops in 1979. Not so. The events 
were very different. The vast majority. of 
Moslems were ‘horrified to see heretics, 








_desecrating the Mecca mosque by. taking 
arms into it and turning it into a redoubt. 
Although the Saudi authorities hesitated 
_ for two days before sending troops in, and 
did not use maximum force to- defeat the 
occupiers swiftly, the Saudi clergy formal- 
dy approved the army’s attack. 

Many Sikhs, in contrast, are claiming 


ated the Golden Temple when it moved 
n to attack the armed bands which had 





The post-Amritsar mutinies in the Indian 
army have. occurred in all-Sikh infantry 
battalions. (There are no all-Sikh non- 
“infantry units.) Of the army’s 20 infantry 
regiments, two are wholly Sikh. These 
_ are the Sikh Regiment, which is:recruit- 
ed from Sikh Jats, the group to which 
«Sant Bhindranwale belonged and which 
provided most of his following; and the 
Sikh Light Infantry, recruited from the 
 Mazahabis, originally Untouchables. 
Between them they contain about 20 
_ battalions of some 800 men apiece. 
` The. mutinies have so far been con- 
“fined to the Sikh Regiment stationed in 
Pune (Poona) and other places (see map, 
page 19).. Trouble in the light infantry 
battalions would be more disturbing, 
«Since the light infantry, because of its 
caste affiliation, is less involved in the 
politics of the Sikh community. If the 
«light infantry were affected, it would be 
clear that the mutinous spirit had pene- 
trated deeper. There are no reports of 
‘mutinies among Sikhs in the Indian navy 
orair forces 
«Altogether, Sikhs make up about 10% 
vof the Indian army's total strength of 
950,000. This is quite out of proportion 
to their 3% of the total population, but 
“even so it is a much smaller percentage 
- than when India became independent in 
TAT 
‘That disproportion was the result of 
British recruitment policy. In the great 
1857 mutiny, the Sikhs: (whose Punjab 
kingdom had been ‘conquered’ by: the 
British in the 1840s) remained loyal and 
played an important part in the defeat of 
the mutineers. Their loyalty was reward- 



















ling to actin the name of Islam, 


t was the Indian. army which dese-: 


sed the temple to organise the murder of 


It’s a long way from Poona 





hundreds 





of people, including Sikh 


so many Sikhs reject the argument that it 
was the presence of men bearing modern 
weapons which desecrated the Golden 
Temple, and that the army’s action re- 
stored its lost sanctity? 

There are anomalies in the Sikh reli- 
gion which may offer a partial explana- 
tion. The daily religious experience of 
Sikhs involves the worship of the book 
that contains their holy scriptures, the 
Granth Sahib. In both temples and homes 
the book is recurrently awoken in the 
morning and put to rest at night, and 
offerings are made to it. Yet there is a 
wide gap between the form and content of 
the book and the Sikhs’ actual practice. 

The Granth Sahib consists of 6,000 
hymns, mostly written by the first five of 
the 10 Sikh gurus. “Hymns” is perhaps a 
misnomer: these are the poetical, ecstatic 
outpourings of mystics who were seeking 
absorption into the divine. The compari- 
son is inexact, but it is rather as if the 
Christian Bible consisted only of the 

















The good old days 








ed both with extensive recruitment into 
the all-volunteer army and with grants of 
land. The land-grant policy was particu- 
larly beneficial to the Sikhs when canal 
irrigation was introduced into Punjab in 
the early decades of this century. Thus 
their emergence as a prosperous commu- 
nity of smallholders was partly the result 
of their pro-British actions in the 1857 
mutiny. 

The reduced proportion of their num- 
bers in the army after independence was 
partly a result of deliberate policy. The 
partition of Punjab between India and 
Pakistan also deprived the Sikhs of many 
of their most productive canal colonies. 
So they have always had some reasons 
for dissatisfaction with independent 
India. k 

In today’s India, Sikh soldiers have a 
reputation for being better fighters on 
the offensive than they are in defence. 
But many former British officers who 
served with Sikhs would no doubt con- 
sider that unfair. 





























cis th 


priests who disagreed with them. Why do He: 


content because the Sikhs’ sixteenth-cen- 
tury founding gurus drew upon both the 
Vaishnava Bakhti cult of Hinduism and 
the Sufi mystics of Islam. Indeed, the 
book contains some hymns from both 
those sources: Anybody who knows both 
the Granth Sahib and the Sikh communi- 
ty cannot but wonder what these mystical 
raptures have todo with the rather heavy 
present character of the Sikhs, “the York- 
shiremen of the subcontinent”. 

The answer is that Moslem persecution 
in the seventeenth century turned the 
Sikhs into a fighting brotherhood, the 
Khalsa. They became soldiers, hard- 
working farmers, ingenious’ mechanics 
and technicians, ruthlessly successful- 
businessmen—but not mystics. In Asia, 
perhaps only the overseas Chinese: are’ 
less mystical and more down-to-earth’ 
than the Sikhs. History and circumstance 
have produced in the Sikhs a cast of mind 
at variance with, even contradictory to, 
the spiritual aura of the Granth: Sahib, 
which they nevertheless. continue to 
venerate. 


In the middle l : 
To fill the gulf between the contents of 
the Granth Sahib and most Sikhs’ daily ` 
religion, there is the Sikh equivalent of 
the Book of Common Prayer, the Panj- 
granthi, aset of five daily prayers. But the 
gulf remains and it cannot but create a 
schism in Sikhs’ souls, and hence a‘confu- 
sion in standards of judgment and sancti- 
ty. If the Granth Sahib:is accorded sancti- 
ty, then other things; including buildings, 
and especially the Golden Temple, can be 
sacred in themselves, irrespective of the: 
use to which they may be put. Perhaps it 
is because the contents of. the Granth. 
Sahib are beyond the average Sikh that he 
pays it the ultimate compliment of wor- 
shipping it. : i 
There is another anomaly in Sikhism, 
which. recent. Sikh agitation in India has. 


‘sought to correct. In terms of belief, 


Sikhism is closer to Islam, but in culture 
and social:practice the Sikhs have tended 
to identify themselves with Hinduism. 
This, identification, to’ which they were 
driven by Moslem enmity, has been so 


close that clause 25 of the Indian constitu- 


tion-groups Sikhs and Hindus together. 

The fundamental similarity that Sikh- 
ism bears to Islam, but not to Hinduism, 
$ that it is strictly monotheistic. But, like 
the Hindus, the: Sikhs believe in karma 





and the cycle of birth and death through 
transmigration of the soul. They observe. 


Hindu festivals and. are cremated, not 
buried. Moreover, although Sikhism was 
in its origins partly a protest against the 
caste system, it has been unable to escape 








are upper- and lower-caste Sikhs just as 


athere are, in India, upper- and lower- - 


aste. Christians and. Buddhists -and 
Moslems, 

This mid-position between Islam and 
Hinduism has a tendency to produce, for 
“some Sikhs, a crisis of. identity. One 
„indication of this is the fact that for more 





“than. 30 years. the Sikhs did not seriously 


challenge their blurring with Hindus’in 
the constitution. The reforming politi- 
cians of the Sikh community now stress 
the I amic, and especially the Sufi, ele- 
ments in the sixteenth- -century origins of 
Sikhism. But where is the connection 
between that and the recent violence of 
extremists? 













‘Drugs in Pakistan 
Ina fix. 


. “PROM OUR SPECIAL CORRESPONDENT IN PAKISTAN 





Pakistan now ‘exports more heroin than 
‘any other country. Its government claims 
to beso worried about the problem that it 
is thinking of introducing the death penal- 
‘ty for drug offences: at present, there is 
only a little-used two-year sentence for 






duction of opium, the traffic in heroin i is 
stilli increasing. 

-= In; 1980, less than 10 kilos of heroin 
were seized in Pakistan. By 1983, the 


figure had grown to 1,800 kilos. ‘Around + 


% of the. heroin imported by Britain, 
ere addiction is rising fast, comes from 
‘Pakistan; and it is the source of 30% of 
American imports. 

Pakistan's dealers have exploited ‘the 
‘hole in the heroin market caused by the 
clampdown by the Thai government 
(prodded by America) on producers in 
the so-called “golden triangle” between 
Thailand, Burma and Laos. Opium has 
long been grown.in Pakistan, much of it 
traditionally exported to Iran. This trade 
‘shrank after. the Iranian. revolution. in 
1979, partly because Iranian farmers took 
advantage of the breakdown in law and 
order to grow their own opium, and later 
because of severe penalties for drug of- 
s. In’ 1979, -Pakistan also started 
cing down on the opium trade. 

“With a huge crop on their hands.after 
high prices in 1978, Pakistan’s opium 
farmers. were happy to ‘sell to heroin 
refiners, or to set up their own heroin 
laboratories. A dozen kilos of opium 










make one kilo of heroin. The latter is‘ f 


more compact product than opium to 
handle, “as well as being” much more 
valuable. i 

Pakistan has continued to ‘discourage 
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ithe grip of that tenacious se ciated T hére 


y pushing. Yet, although the authori- i 
ties have succeeded in reducing the pro- 


m production. Poppy fields have Lo 





been burnt, and there is a programme to 
help farmers grow other. crops instead. 
The government has managed to cut 
Pakistan's opium production from some 


800 tonnes in 1978 to 45-60 tonnes in’ 


1983. Heroin production, however, con- 
tinues to grow. 

Most. of. the opium is grown by, the 
Afridi and Shinwari tribes. who live in the 
Tribal Areas in the north along the bor- 
der with Afghanistan, where Pakistani 
government jurisdiction is limited. The 
Pakistan government has had some suc- 
cess in: persuading some tribespeople to 
give up the heroin business. A mixture of 
threats and persuasion brought the more 
co-operative Afridis into line; they were 
then used to help beat the Shinwaris into 
submission. Forty-one heroin laborato- 
ties have been handed over to the 
government, 

However, there is virtually no control 
over border traffic, and, after the squeeze 
on the tribal farmers, some started to 
grow their poppies in Afghanistan’ s tribal 
areas instead. Afghan opium production 
last.year was reckoned to be 800 tonnes, 
compared with 200 tonnes in 1981. There 
is even some heroin refining in Afghani- 
stan now, though’ mostly the opium still 
comes to the traditional depot: at Landi 
Kotal in Pakistan’s Khyber Agency, and 
is refined in Pakistani laboratories. 

Pakistan is the only outlet for the 
increasing production in. Afghanistan. In 
order to stem the growing heroin trade, 
the government would need to break the 
big trafficking rings in Karachi and La- 
hore. It has failed even to address this 
problem: according to western observers, 
the Pakistani authorities know who is 
involved, but enough people are paid off 
to ensure that the culprits do not get 
nailed. The traffickers do not, apparent- 


ily, feel threatened by the government's 


strong public. stance against the trade, 
which is now affecting Pakistanis them- 
selves. In 1980, addiction was negligible. 
Now there: are more than 150,000 Paki- 
stani addicts—around the same propor- 
tion of the population asin America. 
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‘but others wer 


„have ignored: the request.) Mr Karameh 


`. side too, Neither Mr Nabih Berri of the 


thè Druzes, both key members of the new 








Lawmakers versus _ 
lawbreakers re 


Like the battered hulk o: 
naval battle, Mr Ras! 





arship after a. 










































June 11th, when 
bardment. across | 


day enough parlia 
aged’ to reach’ p 
Karameh’s gova 


been voted out at 
same, the new p 
was surprisingly comfor 

“no” votes were a 
have ‘been alarmin 
they had all, bee: 
Five of the noes 


Armenians and 
bers, cross beca 
cabinet posts. 
Mr. Karameh 
wanted, which was: unf 
rule by decree for nine months. 
denied the right to create new ‘decr 
but was empowered to cancel or pro 
amended versions of old ones promulg: 
ed by the previous government. Man 
those decrees angered poy 





domination of Lebanese i 
cluding the army. A cleve stitutio 
lawyer should now be able to find form 
las, pegged ‘to the old decrees, that wi 
actually overturn them. | < : 
Even if Mr Karameh were to acquir 
unfettered constitutional | power, it wou 
be’ hard for him to exercise it. The old 
leaders of the main Maronite parties—M 
Pierre Gemayel of the Phalange and Mr 
Camille Chamoun of the National Liber- 
als—voted for the new government, but 
on June 11th their militiamen had already 
voted, with their guns, against. The mili- 
tiamen-do not like. Mr Karameh's deter- 
mination to, get rid of their Israeli allies, 
He has already ordered the Israelis out of 
their Beirut “liaison” office. (As it is in 
the Maronite part of the city, the Israelis 





says he wants them out of Lebanon 
altogether. : 
He could be threatened from the this 


Shia Moslems nor Mr Walid Jumblatt of 


government, relishes the prospect ‘of 


ne nae to his own Shia c constituen- 


He wants rapid reforms for the back: 


ard Shia area of south Lebanon, but 
these can be implemented only when the 
Israelis have left-——which is just what the 

- Phalangists are eager to prevent. 
Mr Karameh wants. to be his own man. 
` By running a gauntlet of bombs and 
bullets on June 12th, in order to get: his 
parliamentary . confidence vote, he 


howed he has guts. But evenif he and his 
fellow legislators have grit enough to 
keep parliament constitutionally ticking 


“over, it is quite another matter whether 
the militiamen of various hues will pay 
“any attention to the laws, old or new. 
Gulf war . 

Iran holds its fire 


in FROM OUR LEVANT CORRESPONDENT 





There are small signs i in the Gulf war that 
ran’s resolve may be faltering. For the 
i has atetptog a United Na- 





A pete up the shins of 
ks on Arab shipping in the 
Gulf, shot down an Iranian aircraft. On 
‘the same day an Iraqi air raid on the 

fanian town ‘Baneh killed around 300 

ople. The attack started a bloody round 
of reprisals against civilian targets: Iran 
shelled Basra and. other border towns, 
and Iraq responded with missile attacks 
against more Iranian towns. After five 
days of this, both sides agreed to accept a 
request from the UN secretary-general, 
Mr Javier Perez de Cuellar, to stop hitting 
civilian. targets. The partial ceasefire 
came into effect soon after midnight on 





June. 12th, and was still. holding by 


Thursday. 
~The big surprise was that Iran’s Presi- 
dent Ali Khamenei asked Mr Perez de 
Cuellar to send a delegation “to: deter- 
mine who is the violator’ :in the recent 
‘ound of attacks—which amounted to a 
request: for UN observers. Previously, 
Iran had rejected all UN initiatives, and 
used Iraq's requests for an observer 
force between the two sides. ‘Irag sées the 


presence of observers as the first small 
step towards peace, so it quickly accepted - 


the suggestion. Sweden and Japan of- 
fered to provide the observers. 
<o It may. be, that: Iran. wants. a. partial 


ceasefire: for military. teasons—to avoid 


‘disruptive strikes on. bases where. the 
‘preparations for its long-awaited. “final 
. Offensive”. are being made. But it may 


p22 


` winning the argument. That may account 


`of Europe. 


had assured one of his European audi 


A new theory about flight 007 


Previous: ‘efforts by America to collect 
such information: have made-use of a 
combination of aircraft and satellite, the _ 
article says. ‘The author makes a minute. 
examination of the movements. of both. 
the space shuttle and the American air 
force's: RC-135 electronic’ surveillance. | 
aircraft that passed near flight 007 onthe 
night the. latter was shot down. The 
conclusion is that all were ideally placed 
for a co-ordinated collection effort. The 
RC-135, claims the article, revealed it- 
self to the Russians as a military aircraft, 
then passed close by 007 just before the 
airliner turned in towards Kamchatka to 
try to spoof the Soviet radars into believ- 
ing that the aircraft’ approaching its air. 
space was military, when: infact it was 
not. The shuttle then did the electronic 
monitoring, a 

Such near-perfect positioning, it will fo 
be argued, could hardly have happened 
by chance. Not necessarily so; accident 
and coincidence. play. a large . part in. 
military happenings. The magazine does 
not identify the article’s author. ‘But: 
whoever heis, ‘he. ‘appears to have had 
access ‘to: high-level intelligence sources 
in the past, and he has raised some. 
ee new questions. ‘ 


An analysis published this week makes 
the strongest case yet that Korean Air 
Lines flight 007 was involved in an intel- 
ligence-collection mission at the time it’ 
was shot down over the Soviet Union last 
September. Most of the early accounts, 
and some more detailed studies in the 
press during the past few. weeks, have 
concluded that the airliner had strayed 
into Soviet air space by accident: the 
pilot had somehow set his navigational 
system incorrectly. Other commentators 
have advanced the theory that 007 was 
engaged in electronic intelligence, but 
assumed that the airliner itself would 
have done the collecting (whereas it is 
virtually certain that it did not carry 
equipment for this purpose). 

The new assessment, published by the 
British magazine, Defence Attaché, con- 
tends that the Korean airliner was co- 
operating with American intelligence 
collection operations controlled: by the 
space ‘shuttle. The aircraft purposely 
flew over Soviet territory, the argument 
runs, inorder to “turn on” the Russian 
air defence system so that the ensuing 
electronic emissions—radars, radios and 
the rest of it—could be recorded by the 
Americans. 


safe if he visited Windhoek, Soti: frie 
can security police swooped on-a barbe- 
cue party near the Namibian capital-and 
arrested nearly the entire internal leader- 
ship of the independence movement; in- 
cluding Mr Nujoma’s home-based co- 
president, Mr Nathaniel Maxuilili.. The 
clanger was even more embarrassing be- 
cause the arrests took place on Roman 
Catholic church property just 36 hours 
before. Mr: Botha was: due to: meet the 
Pope in the Vatican. 

South Africa's administrator-general i in 
Namibia, Mr Willem van Niekerk; who 





also be that the ‘doves in Teheran, of 
whom the president is said to be one, are. 





for the delay in launching the offensive. 

If Iran obeys strictly the ban on attacks 
on civilian targets, it could not launch its 
offensive at all. Just behind the Iraqi front 
line is a string of towns, which would be 
bound to suffer in a general attack. So a 

“ceasefire for civilians” will benefit Iraq 
in the short run. In the longer run it might 
not: a prolonged stalemate would in the 
end be tougher for Iraq, which with fewer 
people can less easily afford to keep a 


>, 


fully mobilised army. attended a peace conference in Lusaka 
three weeks ago with 17 of the 37 arr 
South Africa Swapo. members, was reported. 








angry about the police action, which he 
apparently did not authorise.. If so, he 
chose a strange way to: make amends. 
Next day he declared there was “no 
place” for Swapo in’ Namibia unless it 
stopped its guerrilla. attacks. The state- 
ment came close. to declaring the organi- 
‘sation illegal. 

‘South. Africa ‘May, in any case, be 
hardening again on Namibia after its 
-conciliator pe at ne Lusaka con- 
ferenc 1 


European tango, 
Namibian faux pas . 


FROM OUR SOUTH AFRICA CORRESPONDENT 


South Africa has a habit. of dropping 
clangers whenever it is trying hardest to. 
persuade the world of its good intentions. 

It did so again on June 9th, in the midst of 
its prime minister’s public-relasions tour : 












y ignore its previous 

fo the re oval of Cuban troops 
ngola as a precondition’ for Na- 
: ndependence. Now, reaffirming 
“South Africa’s commitment to “linkage” 
sof the Cuban and Namibian i issues, the 
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Just one week after Mr P. W: Both: 


ences that Mr Sam Nujoma, the exiled” 
leader of the guerrilla-backed Namibian 
movement Swapo, would be perfectly 















foreign minister, Mr Pik Botha, has gone 
one step further. He told West German 
journalists in Bonn on June 6th that 
South Africa, “in its own right as a 
regional power”, was also demanding the 
Cubans’ departure. 


_ Chad 
_ Maybe this time 


mains divided into a northern, 
esert, zone held by rebel forces 
fan troops, and the larger, much 
e populous, southern area held by 
iment forces reinforced by French 
ps. There has been little fighting since 
ast September, one month after the 
_ French arrived. Now there are hints that 
t-only France and the Organisation of 
African, Unity but also Libya's Colonel 
Qaddafi are looking for a diplomatic way 
out. Would another OAU peacekeeping 
force: help? 
Colonel Qaddafi said in May that he 
was willing to withdraw his forces—to the 
Aouzow. strip, which he claims is not 
Chad's but- Libya’s territory—provided 
hat the French left Chad first. He knows 
that, if he pulled his soldiers out, he could 
easily send then south again; and he must 
; ve heard that they were getting 
ous about their supposed _ allies. 
ong- the rebels led by Mr Goukouni 
Oueddei, an ex-president of Chad, some 
have taken to shooting at the Libyans, 
and others have accepted: the offers ‘of 
for defections made by Chad's cur- 
ent president, Mr Hisséne Habré: 
“Major-General Buhari of Nigeria 
played host to Mr Habré in May. He then 
t his external affairs minister to Libya 
in early June, to Addis: Ababa, 
‘speculation that a new OAU force 





























































‘might be sent to Chad to supervise French 
and Libyan withdrawals. An OAU force, 
in which the biggest contingent was Nige- 
rian, failed to bring peace to Chad in 
1981-82. But another such force might be 
made available now, if agreement could 
be reached on who would pay for it and 
which countries would provide troops. 
Some sort of progress towards a Chad 
settlement will have:to be made soon if 
this.-yeat’s OAU ‘summit is to have a 
chance of success. The controversies over 


Chad and the western Sahara have caused _ 


several recent African conferences to be 
postponed or cancelled. Mr Habré and 
Mr Oueddei have both. said-they will 
attend a “national reconciliation confer- 
ence” which may soon be held in Brazza- 
ville. This at least suggests that they both 
see some need to respond to other Afri- 
cans’ impatient nudgings. 


Mayotte 
We love France 


FROM A CORRESPONDENT RECENTLYIN MAYOTTE 





The French, who pride themselves on 
their enlightened policies towards former 
colonies, are in a jam over Mayotte, a 
vanilla-growing spot of sand and palm 
trees in the Indian Ocean between the 
African mainland and Madagascar. By 


the end of the year Mayotte’s 52,000 


people. must. vote whether to remain 
French. Their expected yes is likely to 
please only the islanders. 

France, which has ruled the 144- 


_ Square-mile island in one form or another 


since 1843, knows that President Abdal- 
lah of the nearby Comoro Islands covets 
Mayotte. Politically, it was part of the 
Comoro archipelago until 1975, when it 
first voted to remain French, although the 
other three islands declared their inde- 
pendence, Under French law Mayotte 


‘chas to reaffirm its allegiance periodically. 


The Comoros, alleging that the original 
vote over Mayotte was rigged, claims 
sovereignty—possibly because of the is- 


Aand’s advanced agriculture. 


=: The islanders have prospered under 


-nominal French. cule: The standard of 


living on Mayotte is twice that of the 
other three islands. French subsidies 
help. Mayotte’s currency is the French 
franc, not the CFA franc used in most 
French-speaking countries. The Conioros 
is“deep in debt and due to talk to ‘the 


International Monetary Fund in July. 


In addition to economic worries, the 
people of Mayotte point to a record of 
political instability in thé Comoros’ Mt 


’ Abdallah. was: elected president the day 


after independence, was overthrown 28 
days later by French mercenaries, and 
was then reinstal ta coup in 1978 led 















by the same mercenaries, most of whom 
have settled into business importing spare- 
parts, selling eggs and chickens and, say 
some, serving.as presidential guards, 
It is not clear whether Mr Abdallah can 
nd himself.of these men ever if he wi 
to, but he is thought to be willing to try— 
provided. that French troops are close 
enough. to. put down trouble. He has © 
offered France permission. to construct a 








Central America : 


A better de: 
please: 



























Honduras’ is’ having 
about its military arra! 
United. States, which 
third big: joint exercise 
The Hondurans are not 
close ‘ties to America; they 
better deal, 00 e e 
Last year, the Honduran: 
Americans trained: 1,500 Sal 
and only 700 Hondurans in Hon 
the ratio should be reversed. Th 
cans point out that the Salvdore 
priority because: they: are fi 
war and the Hondurans are ni 
ratio will be changed: when train 
ties are enlarged. eee 
The Hondurans have been emt 
rassed, at home and abroad, by the large 
number of Americans: at Puerto Castill 
training camp. They would like to im 
troops and. trainers’ from other La 
American countries, perhaps Venezuela 
Colombia, ‘Brazil or Peru. The Ameri 
cans will have no. difficulty accepting thi 
proposal after. the camp is moved (it 
now embroiled in a land’ dispute) an 
expanded: ` batt gama Ug 
For impoverished Honduras, the cos 
of fuel for three big exercises with the 
United States (Tall Pine 1 and. 2:and. 
Granadero 1) is vaguely estimated a 
$5m-20m. The Hondurans. want the 
Americans to help pay the bill. At pre 
sent, American military aid does no 
cover fael: po 6 0 “ges R 
While Central American. armies fight, 
or prepare to fight, the diplomats have 
moved one stage. further. with. their«re 
gional peace plan, which may embarrass. 
Nicaragua's: Sandinists.. The four-nation’ 
Contadora group of mediating coun-— 
tries—-Venezuela, Colombia, Panama _ 
and'Mexico—has produced a draft treaty: 
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Central American: democracies: Costa 
< Rica, Honduras and El Salvador, 
The 70-page draft spells-out the need 
for an international check that each gov- 
ernment is limiting the numbers of. its 
troops and reducing its arms, an idea 
which the Sandinists have strongly op- 
: -posed. It-also details what is needed fora 
< general-election to be free--a formula 
-which the Sandinists have denounced as 
< jntereference in their internal affairs. It 


vists to turn down reasonable ideas from 
- fellow Latins. Central Americans say that 
ceilings on weapons and troops should be 
~ worked out before the treaty is signed. 
Argentina 
Playing tough 
JA ARGENTINA CORRESPONDENT 
panish radio station about 
tina’s relations with Britain over 
land Islands, President Raul Al- 
week they were going 
idly, because there is €x- 
‘dinary arrogance on the part of the 
British government”. 
There were two motives for Mr Alfon- 
’s outburst. He believes that he has 
“done all he can to’start a dialogue with 
Britain, but the British prime minister, 
; Mrs Thatcher, has not budged; and he 
ears that he now looks a fool to his 
upporters and to opponents who told 
him that there: was ‘no point in dealing 
with “the enemy”. 
Mr Alfonsin’s remarks were made after 
he had signed an agreement on Argentine 
affairs with the opposition. Peronists and 
smaller parties. The agreement commits 
the government to a negotiated settle- 
ment of the dispute. It reaffirms Argenti- 
na’s claim to sovereignty, and urges Brit- 
ain..to lift’ its maritime exclusion zone 
‘around the islands and to stop its military 
build-up. But the wording is vague and 
gives Argentina room for manoeuvre. 
< Mr Alfonsin is far from intransigent: he 
is said to favour the planned visit of a 
oup of British members of parliament 
Argentina on June 25th,. apparently 
hoping that may become, in time, a useful 
rm of pressure on Mrs Thatcher. But he 
needs to appear to be resolute as he tries 
to grope his way gut of economic crisis. 
Another seemingly firm move. this 
week was his ‘anti-austerity “letter of 














austerity will lead to social chaos and that 

-ofpflation can be- tackled by. a “social 

< contract” limiting prices and inco- 
mes. The IMF is not so certain. 
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which has pleasantly surprised the ‘three a Japan : 


‘will, however, be difficult for the Sandin- , 


intent” to the International Monetary . 
Fund (see page 73). His aides insist that ` 





Opening the lucky 
barrel 





“EROM OUR TOKYO CORRESPONDENT 


While the cat was away, Mr Kiichi 
Miyazawa did play. Hardly had the Japa- 
nese prime minister, Mr Yasuhiro Naka- 
sone, curled up into his jumbo jet bound 
for the London summit last week than his 
chief rival in the ruling Liberal Democrat- 
ic party launched a campaign to oust him. 
If Mr Miyazawa becomes party leader, 
and thus prime minister, in the party 
election in November, he will, he said, 
spend huge sums on public works to 
“double Japan’s assets” by 1995. This 
rubs the austerity-minded Mr Nakasone’s 
sorest. spot, and promises to provoke the 
first real economic debate among Japa- 


. nese politicians for years. 


One of Mr Miyazawa’s early mentors, 
Hayato Ikeda, produced a plan in 1960 
during his term as prime minister to 
double Japanese incomes, which was the 
impetus behind the country’s speedy eco- 
nomic growth during the following de- 
cade. Mr Miyazawa now argues that so- 
cial assets—housing, sewers, roads, 
parks-—-need to catch up. The idea could 
be a winner. Cramped housing, bad roads 
and antique sewers contrast with Japan’s 
industrial prowess. In 1982 only a third of 
households were connected to main sew- 
ers, and only 45% had flush toilets. 
About 4m families live in sub-standard 
housing, according to Mr Miyazawa. 

The scheme could also seduce a lot of 
Liberal Democratic politicians, For the 
past two years the finance ministry, 
backed by Mr Nakasone, has held down 
public spending; it says that next year 







spending must actually fall. This is start- 









ing to provoke mutinous noises from the 
party's rank and file, many of whom rely 

on the pork ‘barrel to secure votes and 

donations from business: Mr Miyazawa is 

offering to reopen the barrel. 

Until he unveiled his scheme, Mr 
Miyazawa looked a loser, but it.is too 
early to say that he now. looks a winner. 
The party is split.into factions and the 
winner needs the backing of at least 
three. Mr Nakasone is already sure of his 
own, small faction and the party’s largest, 
led by Mr Kakuei Tanaka. Even- Mr 
Miyazawa’s own faction, which backed 
Mr Nakasone in 1982, is loth to desert the 
incumbent because it has plenty of cabi- 
net and party jobs... 

Since he scraped into ofice in 1982, Mr 
Nakasone has shown talent for survival. 
He shrugged off Mr Tanaka’s conviction 
for corruption and big losses in the gener- 
al election last Décember: He has: also 
won good marks for leadership. An asser- 
tive radical by Japanese standards, his 
forays abroad and strong words at home 
are credited with rescuing Japan’s inter- 
national standing, which dived during the 
reign of his predecessor, Zenko Suzuki.” 

Still, even if Mr Miyazawa’s ideas are 
not all that new, it may be that their time 


_ has come: For years Mr Toshio Komoto, 


the minister in charge of economic plan- 
ning, argued that Japan should have a 
more expansionary economic policy be- 
cause, unlike America, it has plenty of 
cash to finance a big deficit. Nobody took 
much notice. Mr Komoto lost to Mr 
Nakasone in the 1982 leadership poll, and 
his ‘small faction is sure. to back Mr 
Miyazawa. But even if Mr Miyazawa 
loses, his ideas could be adopted. Mr 
Nakasone’s: nickname: is “the ‘ weather- 
vane” because, they say, he changes his 
policies to follow the wind. 





AMERICAN SURVEY 





The difficulty of digesting a 


foreign body 


Surprising itself, the house of representa- 
tives was this week whisking through a 
mountain of amendments to get a new 
immigration law on the books. The bill, 
introduced in the senate by Senator Alan 
Simpson, a Republican, and in the house 
by Representative Romano Mazzoli, «a 
Democrat, has been twice passed by the 
senate but 18 months ago died on the 
floor of the house, buried beneath its 
amendments. The Speaker, Mr Tip 
O'Neill, is personally “cool” towards the 
bill and has wobbled two or three times 
over the procedure of bringing it again to 
the floor. But he decided eventually that 
congressmen must make up their minds, 
one way or the other, however long it 
took. At mid-week, after hours of debate 
and with many more still to come, the 
bill’s chances looked good: the Republi- 
cans are backing it stalwartly, and the 
Democrats are split. 

The heart of the bill is, first, its propos- 
al to make it a crime for employers to hire 
illegal workers and, second, to balance 
this, an amnesty for illegal immigrants 
who arrived in the United States before a 
certain date. At present, the employer, if 
found out, gets off scot-free, though the 
employee and his helpers do not. The 
bill's advocates hope that if the employers 
get nervous, and the jobs disappear, so 
too will the incentive to migrate. 

The house seemed to agree. At any 
rate, it voted by a wide margin to penalise 
employers for hiring illegal aliens, albeit 
with sanctions that may not be too terrify- 
ing: a warning for the first offence, a fine 
for the second of $1,000 per worker, for 
the third of $2,000 per worker. It also 
voted to make every employer of more 
than three workers verify that a new 
employee is either a citizen of the United 
States or a foreign resident authorised to 
work. The employee would be required 
to present two documents to prove his 
status; these could be a passport, a driv- 
er’s licence, a social-security card. Anoth- 
er amendment approved a telephone toll 
service to verify social-security numbers, 
and thus frustrate the thriving business of 
counterfeit social-security cards. Repre- 
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sentative Edward Roybal from Califor- 
nia, the leading opponent of the bill in the 
house, won his way in defeating a propos- 
al that there should be a study of national 
identification systems. Civil libertarians 
are fighting the indignity of being obliged 
to carry identification cards: one might as 
well live in Russia, say the more fervid of 
them. 

Some 500,000 foreigners still migrate 
legally to the United States each year. 
About the same number, says the census 
bureau, come in illegally, most of them 
crossing the 1,900-mile border with Mexi- 
co. Not all the illegal entrants come to 
stay; many move backwards and forwards 
across the frontier. But, at a rough guess, 
there could be around 6m illegal immi- 
grants living in the shadows of American 
life. 

Nearly everybody, though not for the 
same reason, agrees that something 


should be done to change this. The Unit- 
ed States has been far more generous 
than other countries to the foreigners 


? 
. 


And 6m others living in the shadows 


enjoying its hospitality illegally but there 
is plainly an argument for opening the 
front door to legal immigration more 
widely while closing the back door. The 
disagreement, passionate and bitter, is 
over the approach. 

Hispanic groups, politicians depending 
on Hispanic votes and many liberals (the 
groups can and do overlap) argue that the 
correct approach would be to enforce the 
laws that already exist and not to invent 
new ones that could turn out in fact, even 
if not in theory, to be racially discrimina- 
tory. They are joined, in a strange tactical 
alliance, by businessmen and farmers, 
particularly from the south-western 
states, who have come to rely on an easy 
supply of cheap and uncomplaining la- 
bour. On the other side are nationalists, 
who speak fearfully of being drowned by 
the flood of Latin America’s economic 
and political exiles, trade unionists and 
those liberals who believe that the Simp- 
son-Mazzoli bill, imperfect as it may be, is 
still better than allowing the present con- 
fusion and victimisation to grow worse. 

The Hispanic groups discount pious 
commitments to non-discrimination. The 
net effect of penalising employers will, 
they say, be to discriminate against job- 
seekers who look foreign. What should be 
done, they argue, is to strengthen the 
under-manned and under-financed bor- 
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der patrol and so do more to check the 
almost routine illegal crossing of the Rio 
Grande river between Mexico and the 
/ United States. Second and more impor- 
tant, they urge the strict enforcement of 
existing labour laws. If it were made 
harder for unscrupulous employers to 
exploit undocumented workers, Ameri- 
can citizens could compete fairly for the 
jobs. 

The proposed amnesty is also contro- 
versial. The bill, as passed in the senate, 
would offer temporary resident status to 
aliens who could prove they were in the 
United States by January 1, 1980; after 
three years they could seek to upgrade 
themselves to permanent status; they 
would be ineligible for federal benefits for 
six years. The version before the house is 
more generous: it proposes that perma- 
nent resident status be granted to people 
in the country before January 1, 1982. If 
the house version is passed, this will be an 
important, and delaying, difference to 
iron out in conference—and with the 
summer holidays coming up, there is not 
much time to do it. 

Hispanic groups estimate that the sen- 
ate cut-off date would leave half of all 
illegal immigrants on the outside. Nation- 
alists, and the governments of the south- 
western states which shelter many of the 
illegal aliens, complain about the cost of 
bringing the immigrants from the shadow 
to the light: although the Reagan admin- 
istration strongly supports the bill, it has 
set a sharp limit to the federal aid that will 
go to the affected states. And many 
businessmen, particularly large corporate 
farmers, prefer for their own dishonoura- 
ble reasons that their workers should 
continue to be illegal. 

The concession to these businessman- 
farmers is that they should have three 
years to phase out their illegal workers 
and then have access to seasonal “guest 
workers”. Trade unions, facing the pros- 
pect of a perfectly legal flood of cheap 
labour, oppose this provision hotly. 

The poverty that drives Mexicans and 
Central Americans north is being exacer- 
bated by the extra burden of Latin Amer- 
ica’s debt and United States interest 
rates. Senator Gary Hart is among those 
who propose that the United States 
should tackle its immigration problems 
through economic development assis- 
tance to the countries of migration; others 
point out that the United States has a 
poor record in helping its southern neigh- 
bours create jobs. The spectre haunting 
the United States, and regularly invoked 
by President Reagan, is that a communist 
takeover in central America will enor- 
mously multiply the number of political 
exiles seeking refuge. The prospect of an 
exodus from, say, a communist-ruled El 
Salvador makes even the least bigoted 
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think defensively nationalist thoughts. 

One sign of this sort of tension is the 
proposal, made by Senator Walter Hud- 
dleston, a Democrat from Kentucky, that 
the constitution should be amended to 
declare English the official language. Mr 
Huddleston says that his proposal, which 
has no chance of being adopted, would 
ban multi-language ballot papers and lim- 
it the use of bilingual education. Lan- 
guage, as Europeans know, is the cause of 
some of the world’s most bitter disputes. 
Mr James Fallows, who contributed a 
long, absorbing study of America’s new 
immigrants to the November, 1983, issue 
of The Atlantic, reports that the only time 
he has found himself in shouting-matches 
with Mexican-Americans has been over 
language. Language symbolises Mexico’s 
ethnic pride; it is also beginning to sym- 
bolise the United States’ fear that the 
foreign body within its borders is growing 
too big ever to be digested. 


Supreme Court 
Liberals recoil 


WASHINGTON, DC 





Only a few presidents manage to put their 
imprint on the Supreme Court. But who- 
ever is elected on November 6th will 
almost certainly be able to do that; he, by 
nearly all predictions, based on the ad- 
vanced ages of most of the sitting justices, 
will be filling four or five of the nine seats 
on the court between 1985 and 1988, 
including the two occupied by the last 
remaining old-line liberal justices, Mr 
William Brennan, who is 78, and Mr 
Thurgood Marshall, the only black mem- 
ber of the court, who is 75. If it is Mr 
Reagan who names the replacements, he 
may be in a position to guarantee a 
conservative trend in American jurispru- 
dence well into the twenty-first century. 

But new appointments hardly seem 
necessary in order to achieve Mr Rea- 
gan’s goal, judging by three rulings this 
week from the existing court, in the areas 
of criminal law and civil rights. The most 
important decision in the criminal law 
field cut back on the so-called “‘exclusion- 
ary rule,” which generally prevents the 
introduction of evidence that was illegally 
obtained by the police in trials of criminal 
suspects. The rule has become a cause 
celebre for conservative Republicans, 
who argue that it is one of a number of 
doctrines and regulations that inappropri- 
ately hamper commonsense law enforce- 
ment in the name of civil liberties. 

Ruling on an Jowa murder case that 
goes back 15 years, the court said that 
illegally obtained evidence could be used 
in trials after all, in situations where it 
seems clear that the evidence “ultimately 





Black jobs get a knock 


or inevitably would have been discovered 
by lawful means”. At issue in this in- 
stance was the body of a 10-year-old 
murder victim, which police discovered 
only after an otherwise illegal interroga- 
tion of a suspect. Even Justices Brennan 
and Marshall agreed that the discovery of 
the body could be admitted into evidence 
in this particular case, but they said in a 
dissenting opinion that the chief justice, 
Mr Warren Burger, was going too far in 
his ruling, making it easier for police to 
circumvent constitutional rights. 

In another case, a narrower court ma- 
jority weakened the so-called “Miranda 
rule”, which for 18 years has required 
policemen to warn any person they are 
arresting of his constitutional right to 
remain silent before they begin question- 
ing him. In this instance, however, the 
justices ruled that it was reasonable for a 
New York policeman, who was arresting 
a suspected rapist wearing an empty 
shoulder holster in a supermarket, to ask 
him where his gun was before advising 
him of his rights. In some cases, the court 
declared, public safety must come before 
constitutional niceties. 

The civil-rights case decided by the 
court this week, involving the procedures 
for laying off members of the fire depart- 
ment in Memphis, will probably prove to 
be the most controversial of the three. 
Overturning the decision of a lower feder- 
al court in Tennessee, the justices said 
that courts may not interfere with estab- 
lished seniority systems in order to pro- 
tect the jobs of black workers hired in the 
name of “affirmative action”. The deci- 
sion was a major victory for the Reagan 
administration, which had argued that 
affirmative action—the rewarding of pre- 
vious victims of discrimination, such as 
women and members of minorities, with 
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sriority for new jobs and protection from 
ayoffs—often resulted in improper job 
quotas. A five-member majority of the 
court went even further than required by 
the Memphis case, agreeing with Mr 

Reagan’s justice department that in order 

to claim discrimination under the federal 

civil-rights laws of the 1960s, individuals 

had to be “actual victims” themselves 

rather than members of generally disad- 

aged groups. 

One irony of the Memphis civil-rights 

decision was that the majority opinion 

written by Mr Byron White, the only 

ice named to the court by the late 

John Kennedy, whose administration first 

drafted and pressed for the civil-rights 

laws at issue. The major dissenting opin- 
ion, arguing that the court was encourag- 
ing a return of discrimination, was written 

by Justice Harry Blackmun, an appointee 
of Mr Richard Nixon. ! 

























Banking 
The worm turns 


The near-failure a month ago of Conti- 
nèntal Illinois, America’s eighth-largest 
bank, has changed the public mood of 
deregulation into one of reregulation. AS 
a result, congress is no longer expected to 
pass the broad banking legislation that 
only a few weeks ago seemed likely. 

Proponents of deregulation are exas- 
perated by the change in atmosphere. 
They argue that had Continental Illinois 
been able to set up branches in and 
around Chicago it would have developed 
a strong base of local depositors which 
would have freed it from the necessity of 
going to the national money markets for 
funds. In other words, it was a victim of 
over-regulation. State legislators may 
come to agree. They have not yet acted 
on Illinois’s laws against branch banking 
but they have already voted to lift the 
prohibition on out-of-state banks from 
buying Continental Illinois. 

The reregulators, however, see it dif- 
ferently. They argue that the rescue of 
Continental Illinois by the federal au- 
‘thorities shows that the government will 
always step in to save a big bank from 
‘failure; that big banks thus have advan- 
tages denied to most other businesses; 
and that in return they should be made to 
accept a restraining hand, which will keep 
them out of the uncertain areas of securi- 
ties, insurance and real estate. 

¿© These are areas which a senate bill, 
promoted. by the treasury and sponsored 
by Mr Jake Garn of Utah, would liberate 

for banks. But, even before Continental 

Ilinois’s rescue, Mr Garn was being slow 

"to release his bill from the senate banking 

committee, of which he is chairman, 








because of the opposition to'it. Now he is 


even more hesitant. In the house of 
representatives, by contrast, support is 
growing for a more restrictive bill, spon- 
sored by Mr Fernand St Germain, the 
Democratic chairman of the house bank- 
ing committee, and Mr Chalmers Wylie, 
its senior Republican. 

The two bills have some common fea- 
tures. Both would close the “non-bank 
bank” loophole which has enabled com- 
panies like Sears, Roebuck and Merrill 
Lynch to get round the ban on interstate 
banking. Federal law defines a bank as 
something that both takes deposits and 
makes loans. If it does only one of these 
tasks it ain’t a bank. Since the Federal 
Reserve Board ruled in March that the 
loophole was legal, a host of banks have 
applied for non-bank bank charters. The 
comptroller of the currency, Mr Todd 
Conover, has put a moratorium on these 
applications so that congress can address 
the problem, but only for this year. 

Both the house and the senate bill 
would also attend to another loophole. 
This enables out-of-state banks in some 
places (notably South Dakota) to set up 
state-chartered affiliates to carry out ser- 
vices such as insurance underwriting 
which are forbidden by federal law. 

The house bill imposes other new re- 
strictions. It would oblige banks that are 
not members of the Federal Reserve 
System and other financial institutions to 
keep banking and securities activities sep- 
arate. And it would insist on all savings 
and loans institutions having at least 65% 
of their assets related to house mortgages, 
an effort to keep the S&Ls from straying 
too far into other fields. 

Some of these proposals may well fall 
by the wayside; the house bill is not yet in 
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its final form. But it is clear that the 
measures common to both the house and 
the senate bills are not going to lead to 
greater freedom for the banks. At present _ 
banks are not popular. They are blamed 
for irresponsible loans to Latin America. — 
Their earnings are down. Their failures 
are up (34 already this year, compared 
with 43 in all of 1983 and only 10 a year in 
1979-81), Many people believe they are’. 
getting too involved in leveraged, buyouts : 
and variable mortgages, where sudden: 
rises in interest rates could bring a rash of © 
bad debts. So the general inclination is 
not to be nice to them. E 

In the end, however, deregulation is 
likely to prevail. The bills in congress 
above all, trying to catch up with cha: 
that have already taken place, and tech- 
nology and innovation are likely to prove 
unstoppable in bringing more. 


Rhode Island 


The greenhouse 
collapses 













































































Rhode Island is suspicious. On June 12t 
the state’s voters refused to go ahead w 
a plan for the economic “salvation” of th 
state. Tiny Rhode Island, whose popula 
tion is still less than 1m, was the first stat 
to declare independence from Britain 
it has experienced long periods of pros- 
perity in the past. In the seventeenth 
century its wealth came from farming, in 
the eighteenth from trade and in the 
nineteenth and twentieth from textile 
Now it must think again. Much of the 
textile industry has been stolen away by 
the south and, more recently, by the third 
world. Another staple, jewellery, is ru 
ning down. 
Income per head in Rhode Island. is 
about $400 a year less than the average. 
for the United States. The comparison 
with its neighbours in New England is 
even more disheartening. The average 
person in Connecticut earns $3,000 a-year 
more than the average Rhode Islander; 
that means the average Connecticut fam- 
ily of four has over $12,000 a year more to 
spend. x 
Unemployment in March this year, at 
just over 7% , was not high, but many job: 
are seasonal. And in Connecticut the rat 
was only 4.7%, in Massachusetts 5.87 
Wages are low. The average in manufac- 
turing was $6.68 an hour in 1982, lower 
than it was in Mississippi ($6.96). Over 
two fifths of Rhode Island’s manufactur. 
ing jobs are in industries that pay low 
wages throughout the country.: Worse, _ 
even in comparable industries pay is low 
er. Even so, many firms have been mo 
ing out of the state; others have closed; 
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some are expanding, but not often in 
Rhode Island. The population has been 
falling as young Rhode Islanders move to 
richer pastures. 

Yet the state has many advantages: 
good transport, a splendid harbour, a 
market of 8m people within a 75-mile 
radius and what everyone agrees is a 
pleasant way of life. It has some excellent 
educational and scientific institutions. It 
also has plenty of capital. 

In ce hemer, 1982, a strategic devel- 
opment commission was set up to pin- 
point what was wrong and suggest what 
could be done to set it right. The report it 
produced was thorough, detailed and 
blunt. The commission’s aim was to in- 
crease the number of jobs by 60,000 in the 
next seven years and to do this by expand- 
ing existing firms and attracting new ones 
to set up, either home-grown, or from 
overseas (foreign firms are being courted 
energetically) or from other states. It 
especially wanted firms that pay good 
wages. 

One of the things that it felt must be 
changed is the impression that Rhode 
Island is dominated by its trade unions 
and so unsympathetic to business. Partly 
this has arisen because businessmen have 
been slow to put their case to the state 
government. Actual disadvantages do not 
amount to much, though Rhode Island's 
taxes are a fraction higher than those 
elsewhere. More damaging to its image is 
that, unlike other states, unemployment 
compensation has been paid to strikers, 
although only after seven weeks on the 
picket line. Recently the legislature 
brought the law into line with that of 
other states. Insurance against industrial 
injuries on the other hand, is still expen- 
sive in Rhode Island, but not because 
benefits are unduly high. The system is 
administratively cumbersome and has led 
to expensive litigation. Reform is now on 
the way. Energy is also expensive, but the 
hope is that it will become dearer in 
competing states. 

Some businessmen and economic jour- 
nalists feel that all that is needed for an 
industrial renaissance is lower taxes and 
less regulation of business. The commis- 
sion did not agree. Mr Norton Berman, 
the head of the state department of eco- 
nomic development, points out that while 
federal taxes on business have been fall- 
ing, so have state taxes. In Rhode Island 
the tax on business profits is in effect only 
5%. No cut in that figure could make 
much difference to a healthy business. 

The commission’s proposal was that 
the state should invest $250m over seven 
years in incentives to expansion of exist- 
ing firms, but distribute this in a way that 
would produce $500m in investment by 
the private sector. About half of the state 
money would go in loans to firms that sell 
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their goods outside the state; indirectly 
this would help the rest. The remainder 
would finance research “greenhouses” to 
develop new products for industry to 
exploit (largely in the fields of pharma- 
ceuticals, robots and care for the elderly); 
to encourage new businesses; to train 
workers in the made-to-order skills that 
firms require; and on continuing educa- 
tion. This is the programme that Rhode 
Island’s voters were asked to approve this 
week. 

From the start, however, the voters 
were unenthusiastic, despite energetic ef- 
forts to persuade them to support it. First, 
they feared new tax burdens. Originally it 
was to be financed by a small increase in 
taxes, only about $20 a year on someone 
earning $20,000 a year. Then, to allay 
their fears, the tax increase was taken out 
of the proposal and the legislature agreed 
to provide the money without consulting 
the public. But, in the end, the voters 
decided that there was more in the plan 
for business than for them, and even its 
proponents now say that the greenhouse 
is shattered even before it is built. 


Science and the Russians 


Still chilled 





WASHINGTON, DC 


Had things gone as planned, a delegation 
of American scientists would have been in 
Moscow this week talking to the Soviet 
Academy of Sciences about restoring re- 
lations between the world’s two great 
scientific powers. It did not happen. On 
June 7th Mr Frank Press, president of the 
National Academy of Sciences, sent a 
terse cable to his Russian counterpart 
saying the trip was “impossible” given 
American concern about the fate of the 
dissident physicist Mr Andrei Sakharov 
and his wife, Miss Yelena Bonner. 

The Sakharov affair could hardly have 
resurfaced at a worse moment. After 
months of difficult internal debate, 
America’s academy had just decided to 
swallow its qualms about Russia’s inhu- 
mane treatment of dissident scientists and 
resume the links it suspended in 1980 in 
protest at Mr Sakharov’s banishment to 
the city of Gorky. It reasoned that the 
freeze in scientific contacts had produced 
the worst of both worlds: useful scientific 
exchanges had been sacrificed without 
having a discernible impact on the Soviet 
government's attitude to human rights. In 
May Mr Press announced that he would 
lead a delegation to Moscow to talk about 
a reconciliation. 

It was not a universally popular deci- 
sion. Mr George Keyworth, President 
Reagan’s science adviser, complained 
that the planned visit was well intentioned 





but that its purpose was muddled; noth- 
ing, after all, had changed since Soviet 
policies towards Mr Sakharov, Afghani- 
stan and Poland had prompted the breach 
in relations. The academy conceded that 
American scientists were still very con- 
cerned about Mr Sakharov, but claimed 
international tensions had become so 
acute that it was essential to maintain 
“profitable scientific and human con- 
tacts”. Mr Press said it would be inappro- 
priate for the academy to seek a “political 
price” in return for the renewal of scien- 
tific links. 

All that, awkwardly, was just before 
the west began to hear that Mr Sakharov 
had started a hunger strike to win permis- 
sion for his wife to travel abroad for 
urgent medical treatment. When the new 
crisis blew up, the state department pub- 
licly called the Kremlin’s treatment of Mr 
Sakharov “inhumane and incomprehensi- 
ble”. Privately, it advised Mr Press to stay 
home. The academy held out until the last 
moment, in the hope that its Soviet coun- 
terpart would at least speak up for Mr 
Sakharov. It did not. The visit, and the 
reconciliation, appear to be off for the 
foreseeable future. 

The continued breach will hurt Russia’s 
science more than America’s. The United 
States is confident it has the edge in 
virtually all scientific disciplines. Studies 
by the National Academy of Sciences 
have consistently found that in chemistry 
and most biomedical sciences, for exam- 
ple, American researchers would learn 
little by studying in the Soviet Union. 
There are exceptions, of course. Ameri- 
can scientists concede that Moscow still 
boasts the greatest concentration of 
mathematical talent in the world, even 
though anti-semitism has forced some of 
its brightest stars to take refuge in the 
mathematics departments of American 
universities. 

Cancellation of Mr Press's visit does 
not mean all scientific links have been 
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severed. A trickle of exchanges by indi- 
viduals continues; last year 26 American 
scientists visited the Soviet Union for a 
total of 38 months while 13 Soviet scien- 
tists spent a total of 31 months in Ameri- 
ca, The two governments also stay dis- 
creetly in touch. Seven out of 11 
co-operative agreements in science and 
technology signed between 1972 and 1974 
still exist, though often more in name 
than in substance. The intergovernmental 
agreements are based on strict self-inter- 
est; in areas where America is clearly 


ahead, such as space, the state depart- 


ment has let the agreements lapse. 

Yet many American scientists want 
fuller contacts with their Russian. col- 
leagues. For one thing, Russia and Amer- 
ica are uniquely suited to complement 
each other in science. Russia's great 
strengths are in the blackboard sciences 
such as highly theoretical mathematics or 
physics; it is weak just where America is 
strong, in sciences that need highly so- 
phisticated instruments or the most ad- 
vanced computers. Co-operation could 
obviously: benefit both sides. “In the 
process of intellectual interchange”, said 
a National Academy study of Russian 
science several years ago, “two plus two 
often equals six”. -- 


Exporting democracy 
Crusaders fall out 


The man whose new job it is to market 
American democratic values in foreign 
countries has run into a little bother with 
his shareholders. Mr Carl Gershman, 
recently appointed to head the National 
Endowment for Democracy (Ned), was 
_ not pleased when the house of represen- 
tatives voted on May 3lst to halt all 
financial support for the project. Al- 
- though a senate subcommittee voted on 
June 7th to reverse the house cut and to 
restore its $31.3m funds for the next fiscal 
year, Ned and Mr Gershman still have a 
rough ride ahead of them in congress. 
Ned was formally voted into existence 
last November but owes its origins to 
President Reagan's proposal, made dur- 
ing a speech to the British houses of 
parliament two years ago, for a “crusade” 
for democracy to counter Soviet propa- 
ganda. Another of Mr Reagan’s ideas, 
“Project Democracy”, whose aim was to 
disseminate information and to promote 
contacts abroad, using the official United 
States Information Agency, fell rather 
flat in congress last year. But Ned’s aim is 
` to channel government money through 
private organisations in support of the 
“infrastructure” of democracy, including 
a free press, trade unions, political parties 
and universities. Its main target countries 
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are in Latin America, Africa and Asia. 

During its first year of operations, 
congress gave Ned some $18m. All the 
same, many congressmen were already 
unhappy at the way the endowment was 
organised. The private organisations se- 
lected to spend Ned's money are the 
AFL-CIO trade union organisation, the 
United States Chamber of Commerce 
and the national committees of the Dem- 
ocratic and Republican parties respec- 
tively. The inclusion of the two political 
parties particularly angered opponents, 
who argued that, because of the lack of 
government control over its operations, 
Ned was in danger of turning itself into a 
political slush fund. In an attempt to 
block payment of the original $18m, two 
former presidential candidates, Mr Eu- 
gene McCarthy and Mr John Anderson, 
together with Mr Edward Crane of the 
independent Cato Institute, even set up a 
rival Ned by the same name. 

But the recent flak in congress was 
aimed at Ned's activities in the run-up to 
the presidential election last month in 
Panama. Ned started handing out its 
money in April and the AFL-CIO 
promptly channelled $20,000 to the Pana- 
manian trade unions’ campaign in sup- 
port of Mr Ardita Barletta.. Mr Barletta 
won by a small margin amid charges of 
election fraud. A cable from the Ameri- 
can ambassador to Panama, Mr James 
Briggs, which criticised the partisan use of 
American money in the election, was 
leaked to Ned’s opponents in congress. 
Mr Briggs was worried that the American 
government would be compromised. 
Even some of Ned’s supporters agreed 
that the Panama escapade reflected poor 
judgment. 

Even if congress sinks its differences 
and keeps the money flowing for another 
year, Ned’s future is far from secure. It is 
suspect among conservatives, who worry 
that congress will find itself financing 
projects that conflict with American for- 
eign policy. And liberals tend to worry 
that Ned will simply take over some of the 
projects that the CIA used to run covertly 
in the 1960s. 


Baseball 
Dead souls 





MINNEAPOLIS 


The baseball game at the Hubert H. 
Humphrey Metrodome in Minneapolis 
was almost a sell-out: of the 55,000 seats 
in the stadium, 51,663 were sold. But the 
“warm body” count that night was only 
8,710. The rest were phantom ticket- 
holders paid for by a local alliance of 
civic-minded citizens, including the city 
council, the commission that operates the 
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stadium and some local businesses. Their 
noble aim, despite the somewhat ignoble 
“no show” result of their efforts, is to 
keep the Minnesota Twins baseball team 
from deserting Minneapolis for the lure of 
metrodomes elsewhere. 

A publicly-owned domed stadium is a 
symbol of municipal machismo and is 
deemed essential for winning the status of 
a “big league” city. The tenant teams not 
only draw in the fans and help pay off the 
stadium bonds and overheads, they also 
create jobs and generate business. 

The problem is that it is edsier to build 
a domed stadium at public expense than it 
is to hook a major-league football or 
baseball team. In Minneapolis, the Min- 
nesota Vikings football team has been 


satisfied with the stadium, which was built . 


largely for its benefit. But the president of 
the family-controlled Minnesota Twins, 
Mr Calvin Griffith, is unhappy and made 


it known he was open to offers for the 
42% of the stock he controls with his 


sister. A group from Tampa, Florida, 
made the best initial offer, which included 
the lure of another domed stadium for the 
team. Other cities were interested, too, 
including Vancouver from across the bor- 


der in Canada, Denver and Indianapolis, - 


which in April snatched the Baltimore 
Colts football team for its metrodome. 
The threatened loss of some of Minne- 
apolis’s “right stuff” galvanised the civic- 
minded locals into action. The group 
collected promises totalling $6.4m in its 
campaign to stop the Twins decamping-It 
may seem paradoxical that the metropoli- 
tan sports facilities commission would, in 


effect, be helping the team pay its rent to 


the commission, but it made sense inthe 
long run if it managed to save the fran- 


chise for the home town. 

The scheme involved buying up 1.4m 
baseball tickets during the season—not 
just out of local patriotism, but also to 
exploit a clause in the team’s 30-year 
lease. Under the terms of the lease the 
team would be free to leave Minneapolis 
if it fails to sell 2.4m tickets this season. If 
the ticket ploy succeeds, however, Mr 
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Griffith will be obliged to remain at the 
metrodome for another four years. 

So, while the Committee for 2.4m, as 
the group calls itself, was stuffing money 
into his pockets, Mr Griffith was protest- 
ing bitterly that the scheme was ruining 
baseball—his, at any rate. This golden 
roadblock threatened to undermine his 
bargaining position with prospective buy- 
ers. And it was not bringing in any 
additional business. Simply giving away 
the tickets free would have driven out 

` paying customers, so the committee de- 
cided to hang on to them. Hence all those 
empty seats. Mr Griffith grumbled with 
some justice that only real bodies buy hot 
dogs, beer and programmes, from which 
he also makes a living. 

Just as the committee was deliberating 
a second scheme, which would have re- 
leased some tickets to real people, Mr 
Griffith announced he had reached an 
agreement in principle to sell. Fortunate- 
ly for Minneapolis, the buyer is not a 
foreign power. Mr Carl Pohlad, the presi- 
dent of a local bank, offered Mr Griffith 
around $25m for 52% of the stock owned 
by the Griffith family. Minneapolis and 
its Committee of 2.4m gave a collective 
big-league sigh of relief and on June Ist 
suspended the ticket scheme to give the 
Pohlad bid a chance. 


Indians 
Asmall success 


WASHINGTON, DC 


The American Indian has never been 
stirred into America’s melting-pot. On 
and off for 100 years integration has been 
a federal government goal. The result has 
invariably been the impoverishment of 
Indians and the transfer of their tribal 
lands to others. A more comprehending 
approach taken in the early 1970s led to 
the creation of the senate’s Indian affairs 
committee, which has set about protect- 
ing the interests of more than 1m “native 
Americans”. That the committee has now 
been strengthened rather than dumped 
should be welcome news for them. 

It was touch and go. A senate resolu- 
tion to give the Indian affairs committee 
permanent status (it has been “tempo- 
rary” since its birth seven years ago) 


collapsed last week for lack of unanimous _ 


backing. At that point it faced closure by 
the end of this month. Behind-the-scenes 
negotiations surprisingly produced una- 
’ nimity two days later, with Republicans, 
Democrats and Indian leaders all pulling 
in the same direction. The committee's 
new permanent mandate strengthens its 
authority in overseeing the interior de- 
_ partment’s bureau of Indian affairs, 
which makes policy on Indian problems. 


30 


Sad, but not quite forgotten 


The senate endeavour has grown out of 
a change of heart which took place more 
than a decade ago. Congress then decided 
to reverse the catastrophe it loosed on 
Indians in the 1950s under the cold ban- 
ner of “termination” policy. Asa result of 
termination more than 100 tribes ceased 
to enjoy federal recognition; their money 
was slashed; and tribal members were 
driven into the cities, where half of them 
now live. 

The senate Indian committee is impor- 
tant, symbolically and actually, because it 
represents the most serious commitment 
yet by the dominant European culture to 
resolve conflicts between Indian and 
white people with due regard for tribal 
interests. It is the authoritative body 
within a system where the two chambers 
of congress wield plenary powers over 
almost 300 Indian tribes. To have abol- 
ished the committee, without putting 
something else in its place, would have 
sent a message of despair to Indians. 

That was not the aim of Mr Dan 
Quayle of Indiana, the senator who with- 
held his vote on the resolution to make 
the Indian committee permanent. He 
merely wanted to show his disapproval of 
the burgeoning of committees in general 
and of the influence of professional com- 
mittee staffs in particular. Absurdly, his 
support was eventually purchased with 
the promise of a commission, complete 
with money and staff, to study the growth 
of committees. 

The legal basis today of the relationship 
between tribal and other Americans is 
that Indian tribes are part of the federal 
system, 282 domestic dependent sover- 
eign nations enjoying a government-to- 
government relationship and extensive 
powers to tax and make laws. But all this 
is theoretical. Indians, whether in cities or 
on reservations, are much worse off than 
the poorest black people in terms of 
income, living standards, housing, health 
and mortality rates. Unemployment rates 


are often 70% or 80%. The senate Indian 
committee has not done much to improve 
these conditions, but it is likely that they 
would be even worse without it. 


Drunken driving 


At least keep it local 


WASHINGTON, DC 


Youngsters who cross state lines in search 
of the drink they are not allowed to buy in 
their own state are a peril to themselves 
and to others. In 21 states you cannot buy 
a drink until you are 21; in eight states 
and the District of Columbia you cannot 
buy spirits until 21; in the others you can 
start boozing at between 18 and 20. 
Congress and the administration are sud- 
denly in a hurry to do something to 
remove this invitation to drunken driving. 
Yet the seemingly obvious remedy—es- 
tablishing a nationwide minimum drink- 
ing age—is ruled out as federal interfer- 
ence in state affairs. 

Instead, congress is awash with propos- 
als that would either reward states that 
have the higher age limit or penalise those 
that have the lower limits. In theory, if 
uniformity were the only goal, as good an 
argument could be made for lowering the 
age limit as for raising it. In fact the goal is 
twofold: to stop the interstate drink 
prowl, and to deter all 18- to 20-year-olds 
from drinking while driving. The statistics 
are confusing enough for Governor Rich- 
ard Snelling of Vermont, who opposes 
any change from the 18-year drinking age 
in his own state, to dismiss them as 
“hokum”. But several states lowered the 
drinking age at the time of the Vietnam 
war (if a teenager could die fighting, it 
seemed unreasonable that he could not 
buy himself a drink) and the evidence 
suggests that this was at least one of the 
reasons for a sharp rise in alcohol-related 
accidents—and a subsequent decline 
when the age went up again. The Insur- 
ance Institute for Highway Safety reckons 
that at least 1,250 lives could be saved 
each year if all states raised the drinking 
age to 21. 

The presidential commission on drunk 
driving, in its report last year, recom- 
mended withholding federal highway 
money from states that have a lower 
minimum drinking age than 21. This is the 
method endorsed by the transport secre- 
tary, Mrs Elizabeth Dole, this week and 
pursued in the house of representatives 
by Mr James Howard and in the senate by 
Mr Frank Lautenberg. 

Mr Howard’s measure, which was 

d by voice vote on June 7th, allows 
for the withholding of some federal high- 
way construction aid over two years be- 
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the strict monetary polid ies of America and the U Ks seem 
TA to be paying off: inflation is down, and seems set to stay 
_ down, from its former Fighting levels. 
We would be extremely surprised at any drastic changes in 
the foreseeable future: America’ presidential election takes 
place in November; and the British Government is committed 
to price : stabili ity and controll iest government pp piur 
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sweve seen for some time. 
For anyone with aréasonable sum to invest. ‘gilts 
and bonds now offer an excellent home for longer 
“term savings: 
Income yields. on ni gilts and bonds are’ still high; 
well above current UK and US inflation rates. 4 
nU Jf they remain high, you will enjoy increased 


do real returns if inflation falls further. 


And if income yields fall, you can look 
forward to increased capital growth, 
So now is definitely the time to buy. 
And you can do this very easily ehrough H 
our Unigilt or Unibond un mi 
i Both these trusts are 
the best. performers in their, ’ hot “of the 
market, 
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REAL TAX-FREE RETURNS. 


W ith Unigilt Trust, your money buys sterling units ‘Which 
are invested peumarily’ in. UK government securities, “The 
estimated running yield on Ist June 1984 was 1! The 
minimum investment is £500, 

With Unibond Trust, oe money buys USS shares which 
are invested in bonds issued by major corporations, banks, 


i high return > 


governments and other ‘internatic 


estimated running yield on 5th June. 1984 ow, 
minimum investment is US $1000 
Both trusts are administered in 
capital taxes, stamp duty or VAT. And inco 
‘to non-residents, ` 
We would suggest Unigilt is more conve 
sterling, and Unibond if you hold US dolla 
Unigilt income is distributed each 28th 
August, Unibond income annually ex 
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(Unigilt) on 1st June 1984 and 
(Unibond) on 3th June 198: 

“yields appear daily in-the Fi 


“We inakes an maale harge of 3!%, included in the offer 
for Unigilt units (discounts on over £10,000). For U Inibond 
shares we charge. 3%, additional to the offer price (reductions, l 
on over $25,000} : 

Our manage ement fees, charged to capital on the net value 
of the trusts, are 1% per annum charged monthly for Unigilt, 
and 1,04% per annum charged weekly for Uni sond. ; 

We bearall commissions and administration costs. 
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i projects that 
‘chance of becoming law. Sen 


ous highway bill, though it too has its 
special projects. 
The carrot approach, promoted by 
Senator John Danforth, has alot to be 
said for it. Cynics in the transport depart- 





seldom really used; the penalties threat- 

ned against states that did not enforce 
the 55-mile speed limit were rarely car- 
ried out. Safety specialists fear that deny- 
ing. money for roads could end by making 
ose roads even more dangerous. Mr 









tind legislation passed in 1982 and 1983 

that ‘provided financial incentives for 

that cracked down ‘toughly on 

drunken drivers. This time round, the 

enator is proposing a system of rewards 
ithe 21- “year age- -limit. 
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| et them take snuff 


okori. W o do a lot of flying in the 
Jnited States can probably relax. Thé 
eé-member Civil Aeronautics Board, 
h voted recently to ban smoking on 
all flights lasting two. hours or less (about 
85%.-of the total), turned right round a 
few hours later. Its chairman changed his 
vote after his staff persuaded him that the 
an would not work. 
‘This. was.also the view of the airlines, 
hich ‘saw themselves having to change 
‘the rules and. perhaps even the seating 
arrangements repeatedly on multi-stop 
ights. The result, apparently, is that 
smoking will be banned only on aircraft 
ith 30. seats or fewer; the justification is 
that their. ventilation systems are less 
effective than those of larger aircraft. 
But the CAB’s decision is virtually the 
‘news likely to cheer the smoker or 
tobacco industry. Congress is close to 
requiring a significant change in the warn, 
ing that must be printed: on every ciga- 
rette packet. At present it reads Warn- 

















that cigarette smoking is dangerous. to 





Jost most of its force. Now committees in’ 
< both houses-have agreed, and congress is 
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likely to follow suit, that there should be 
four warnings, rotated four times a year, 


which would be more specific and: more. 
frightening. They would offer the follow- 


ing cautions from the surgeon-general: 
“Smoking causes lung cancer, heart-dis- 
ease, emphysema and may complicate 
pregnancy”; “Smoking by pregnant wom- 
en may result in foetal injury, premature 
birth and low birth weight”; “Cigarette 


smoke contains carbon monoxide”; and - 
“Quitting smoking now greatly reduces 


serious risks to your health”. 

The most notable aspect of the debate 
was the willingness of the tobacco indus- 
try to agree to this change and to call off 
its two strongest allies, the senators from 


‘North Carolina (the largest. tobacco 


state), Mr Jesse Helms and Mr John East, 
who had been putting the bill on hold, 
thus preventing it from coming to..the 
floor in the senate. Even in North Caroli- 
na itself some of the churches are begin- 
ning to quéstion the morality of the state’s 
dependence on a product that can kill. 
The industry’s willingness to compro- 
mise seems to flow from fear that much 


worse may be in store in the near future— 


perhaps another increase in the federal 
tax on cigarettes—which would make 
further inroads into its sales. It has been 
fighting every step of the way for the past 
two decades, but it has looked ahead too, 
and taken the precaution of diversifying 
into less controversial areas. 

The real blow, however, came on May 
23rd, the twentieth anniversary of the 


first surgeon-general’s report to indict. 


cigarettes as a cause of illness and death. 
Dr Everett Koop, the present surgeon- 


general, issued the strongest statement. 


yet connecting smoking with illness in 
non-smokers and, most damningly, with 
ill health in children. 


he said, “a smoker 


~ other right-wi 








“In the best inter ~~ 
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would stop.” ie For the firs tine his report 
describes a: “plaus e. mechanism” of 
how lung damage is caused by smoking— . 
something the tobacco companies insisted 
had never been demonstrated. 
Up to now, Dr. Koop, whose views are 
5 Moral Majority and 
g organisations, has been 
best known for his belief that every baby, 
no matter how handicapped, should re- 
ceive the best possible care—a view not 
shared by most paediatricians. His report 
s likely to have a much wider 
ill be seized on by the aggres- 
sive anti-smoking organisations that bid 
fair to turn America into a smoke-free 
country by the end of the century, Dr 
Koop’s own aim. 
Itis an ambitious one. Although 33m 























- Americans have given up, 53m still smoke 


and they 3 are. puffing away harder, in- 
creasing the number of cigarettes sold by 
about 1% a year. But already 31 states 
and many cities: have laws restricting or 
banning smoking in public places and 
requiring. anti-smoking areas ine 
restatirants. 

Smoking i in offices is now regulated i in 
five. states, and most severely ‘in San 
Francisco. A referendum there last No- 
















‘vember adopted legislation that requires 















employers to separate smokers from non- 
smokers and, if the arrangement does not 
satisfy all non-smokers, to ban smoking 
entirely. Connecticut's gentler law takes a 
different approach; that.employers of 50 
or more people should develop and pub- 
lish rules concerning smoking. Although 
most businessmen: oppose such legisla- 
tion, Connecticut’s Business and Industry 
Association was in favour of it—a sign of 


the times. No wonder the use of “smoke- 


less tobacco”, ie, snuff and chewing to- 
bacco, is increasing {by 11% a. year since 
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The man who almost brought 
Italy's Communists to power 


FROM OUR ROME CORRESPONDENT 


The outpouring of emotion at the funeral 
of Mr Enrico Berlinguer, attended by 
nearly 1m people in Rome on June 13th, 
was notable on two counts. The dead 
leader of Italy’s Communist party was 
given a farewell as apparently heartfelt as 
any public figure could hope for. And it 
was not confined to Communists. Italians 
of many political shades took part. “The 
new Saint Francis”, read a wreath from a 
group of Roman Catholic priests and 
nuns. There are few other Italian politi- 
cians, and precious few other west Euro- 
pean Communists, whose death would 
evoke such expressions of feeling. 

But, for supporters of the Italian Com- 
munist party, those feelings of grief and 
pride were mixed with keen apprehen- 
sion. The death of Mr Berlinguer, from a 
stroke suffered while campaigning in Pad- 
ua for the European elections, leaves the 
party without a leader at a particularly 
difficult moment. 

In his 12 years as leader, Mr Berlinguer 
confirmed in the eyes of non-Communists 
inside and outside Italy that Italian com- 
munism was different. He tried to interest 
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other west European Communist leaders 
in his guiding principles: independence 
from the Soviet Union, and democracy at 
home. When his main European counter- 
parts edged away from those principles— 
some from the first, some from the sec- 
ond—the Italian party stuck to its course. 
Brief-lived Eurocommunism became 
once more Italo-communism. 

Under Mr Berlinguer, his party’s 
breach with the Soviet Union became 
open and seemingly irreversible. Not only 
did it condemn the Russian invasion of 
Afghanistan and the imposition of martial 
law in Poland. Its intellectuals announced 
that the spirit and example of the 1917 
Russian revolution were spent. Mr Ber- 
linguer made clear his party’s support for 
a strong Italian role in the EEC and, with 
only slightly less enthusiasm, a continued 
part in Nato (though it opposed 
Euromissiles). 

For all the attention foreign policy 
received, it was politics at home that 
really mattered. Mr Berlinguer’s ambi- 
tion was to make the Italian Communists 
a party of government. But, partly with 


the example of Chile in mind, he was 
convinced that “you cannot govern Italy 
with 51% of the votes”. A coalition of the 
left on its own would be vulnerable, he 
felt, from the right. He therefore sought a 
working agreement with the Christian 
Democrats—the compromesso storico, or 
historic compromise. In 1976, the Com- 
munists won 34}% of the vote. A period 
of close co-operation with Christian 
Democratic-led governments followed, 
although there were no Communist 
ministers. 

Mr Berlinguer almost persuaded the 
other parties to accept the Communists as 
a full democratic partner, but not quite: 
and his strategy faltered. Aldo Moro, the 
Christian Democrat closest to Mr Berlin- 
guer, was kidnapped and killed in 1978. 
Recession set in. Union members grew 
restless. In the election of 1979, the 
Communist vote fell to 29%. 

The following year, Mr Berlinguer re- 
turned to seeking a coalition with the 
other parties of the left, notably the 
Socialists. But this “democratic alterna- 
tive” has in turn led nowhere. The Social- 
ist leader, Mr Bettino Craxi, wants to 
make his party the main force on the 
Italian left. Since the Socialists have little 
more than a third of the Communists’ 
support, this is ambitious. But Mr Craxi is 
determined in his belief that the left must 
modernise itself still further. He has re- 
buffed Mr Berlinguer’s overtures, and 
governed, since he became prime minis- 
ter last August, “against the 
Communists”. 

In practice, it is Mr Craxi’s wish to 
establish an incomes policy—primarily by 
means of a reduction in the scala mobile, 
Italy’s wage-indexation system—that has 
brought the two parties into collision. For 
Mr Berlinguer, the confrontation over 
the scala mobile was a chance for the 
Communist party to reassert itself as a 
champion of the working class. But this 
was somewhat second best. Despite the 
wave of feeling for the stricken Mr Berlin- 
guer, the parliament passed the enabling 
legislation to reduce the wage-index 
(though only for six months) on June 8th, 
the day after his stroke. 

Communists on the right of the party, 
led by Mr Giorgio Napolitano, are dis- 
turbed by the severity of the Communist 
attacks on the Socialists. They want the 
party to work with the Socialists at the 
centre-left of the political spectrum, and 
not drift away into semi-permanent oppo- 
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sition. Between these two courses Mr 
Berlinguer was looking for a third way. 
But at his death he had not found one. 

As an organisation, the party is strong. 
Although its membership has fallen, at 
1.3m it makes Italy’s the largest commu- 
nist party in western Europe. There is 
even a plan inside the party to carry on 
the fight against the reduction in the 
wage-index by means of a referendum, 
which the communists are well placed to 
organise. 

But these are short-term measures. 
The Communist party has not come up 
with its own distinctive policies to cope 
with unemployment and industrial 
change. Like other parties of the left in 
western Europe, the Italian Communists 
face the awkward strategic question of 
how to retain their base in a dwindling 
industrial working class, while reaching 
out to new voters. 

To his successor, Mr Berlinguer thus 
hands on a Communist party with pres- 
tige and problems in roughly equal mea- 
sure. Who that successor will be is not to 
be decided until after the European elec- 
tions on June 17th. For the first time, the 
party finds itself with no heir-apparent. 
Togliatti, who led the Communists from 
1927 to 1964, groomed Longo, who 
groomed Berlinguer. Perhaps because ill- 
ness struck so unexpectedly, or because 
Mr Berlinguer took a less monarchical 
and more democratic view of his job than 
his predecessors did, he failed to groom a 
successor of his own. 

That is not to say he did not have close 
followers. Mr Alessandro Natta, an ally 
of Mr Berlinguer’s and head of the party 
control commission, has taken over as 
leader temporarily. Mr Natta is one obvi- 
ous candidate for the succession. Another 
is Mr Alfredo Reichlin, who deals with 





economic policy. Mr Renato Zangheri, a 
professor of philosophy and former may- 
or of Bologna, who now works in the 
party secretariat, has a reputation as a 
pragmatist. A leader in an older, work- 
ing-class mould would be Mr Ugo Pec- 
chioli, whose base in the industrial area of 
Turin is suffering from heavy unem- 
ployment. 

These men are all top officials better 
known inside than outside the party. 
Despite their differences, none of them 
would be likely to take early, bold initia- 
tives. Mr Napolitano, on the right, and 
Mr Pietro Ingrao, on the left, are two 
possible candidates with national reputa- 
tions. Mr Napolitano shares with the 
Communist union leader, Mr Luciano 
Lama, a sense of alarm at the confronta- 
tion between Socialists and Communists. 
They are worried at how deeply this has 
split the unions. But the job of leader is 
likelier to go to someone in the centre, 
not on the right, of the party. The choice 
of Mr Ingrao, a leader of the left-wing 
and one of the party’s grand old men, 
would be more a homage. to the Italian 
Communists’ past than an investment in 
its future. 


West Germany 


Green and red all 
over 


FROM A BONN CORRESPONDENT 


There could hardly be an odder couple 
than the two leaders of the extraordinary 
“red-green” alliance just struck in the 
parliament of the West German state of 
Hesse. The premier, Mr Holger Börner, 
is a tubby former building worker known 
to his fellow Social Democrats as “the fat 
man”. The bearded leader of the state’s 
Green party, Mr Karl Kerschgens, was a 
Roman Catholic priest who left the 
church and married. 

After months of wearisome, often bit- 
ter, talks the two men and their parties 
agreed on June 6th to pass a DM22 billion 
state budget and officially to instal Mr 
Börner as Hesse’s premier. The Greens 
are not getting ministerial posts, but Mr 
Börner has agreed to meet some of their 
social and environmental demands. The 
new arrangement ends almost two years 
of minority rule by the Social Democrats. 

For the Social Democrats, the agree- 
ment is a last resort. Mr Börner, who has 
frequently voiced his dislike of the 
anti-nuclear, environmentally minded 
Greens, would have preferred almost any 
other solution to the parliamentary dead- 
lock. When the Greens replaced the cen- 
tre-right Free Democrats as the minor 
party in the Hesse parliament in Septem- 








The green and the 


red Seats in Hesse 
parliament, June, 1984 


ber, 1982, Mr Börner waited a year 
before calling new elections. He hoped 
that support for the Greens would fade. 
When it failed to drop far enough, he 
glumly entered negotiations with them. 

Had Hesse’s Christian Democrats and 
Free Democrats (who squeaked back into 
the state parliament at the special election 
last autumn) shown more skill, a red- 
green alliance might still have been avoid- 
able. Another escape would have been a 
second, off-year election. But this would 
have been constitutionally suspect—and 
would anyway not have guaranteed a 
better result. 

Mr Börner can console himself that the 
price the Social Democrats are paying for 
support from Hesse’s Greens could have 
been higher. Mr Kerschgens is one of 
their “Realos” or pragmatists. 

In exchange for his co-operation, Mr 
Borner has agreed to halt new nuclear 
plant building, to restrict the dumping of 
chemical waste, to limit the laying of new 
autobahns and raise social spending 
somewhat. 

Mr Kerschgens is a kindly, thoughtful 
man, but no firebrand. He is already 
under sharp atack for selling Green sup- 
port too cheaply. His critics include 
Greens who control the federal party 
executive, protesters who fought with Mr 
Bérner’s police over the disputed new 
runway at Frankfurt airport and powerful 
“Fundis’—fundamentalist | Greens—in 
the Frankfurt city government. They 
wanted Mr Börner, for example, to close 
down all Hesse’s nuclear power stations. 

Both Mr Borner and Mr Kerschgens 
claim that their working arrangement is 
unlikely to be repeated in other states, let 
alone in Bonn. But many West Germans 
are wondering if the Greens may not be 
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It's a fact that Standard 
Chartered Bank has 2000 branches 
in over 60 countries. 

And it’s common experience 
that doing international business 
through Standard Chartered can 
be a lot more efficient — and 
profitable — as a result. 

Because we're dealing with 
our own branches, we can often 


solve in hours a problem that would take a corres- 


pondent network days to unravel. 


Because our branches are linked by the latest 
computer technology, working through our own 
private telecommmunications network, we can speed 
the transmission of funds and the processing of 


Standard % Chartered 











| documents dramatically. (It used 
| to be an important advantage. 
| Today, it's a crucial one.) 
And because we can offer 
=| you a complete range of services 
worldwide (from 24-hour-a- 
day foreign exchange dealing in 
| 55 currencies through 18 
| dealing locations, to trade and 








project finance and merchant 
banking services) you'll almost certainly discover 
that we can make your international business 
life a lot simpler— as well as more efficient 
We have, in short, something different to offer you. 
And discovering the difference could be the best 
business decision you'll make this year. 





Direct banking, worldwide 


Standard Chartered Bank PLC Head Office: 10 Clements Lane, London EC4N 7AB. 
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MINOLTA 


See the EP4502 at these | Minolta subsidiaries and distributors: 


Taiwan 
Hong Kong 
Singapore 
Malaysia 
Thailand 
Philippines 








The Minolta EP450Z gives you 781 zoom enlargement/ 


reduction possibilities. 


There are many things that are abso- 
lutely astounding about the Minolta EP4502Z, 
the world’s first compact-sized plain paper 
copier with automatic zoom enlargement/ 
reduction. 

The first thing you'll notice is that the 
EP450Z—unlike conventional reduction/ 
eniargement copiers which usually offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 781 
magnification ratios between 0.640X and 
1.420X with which to enlarge or reduce your 
original's image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
oversized originals and size their image areas 
down to the precise copy dimensions 

you require. 





The EP450Z also offers two automatic 
selection capabilities. Automatic Magnifica- 
tion Selecion chooses the exact magnifica- 
tion ratio required according to the size of the 
original in use and the size of the copy paper 
you're using. Automatic Paper Size Selection 
chooses the most appropriate loaded paper 
size according to the magnification ratio 
you've selected and the size of the original in 
use. Both of these automatic selection func- 
tions speed copying and reduce the time and 
paper wasted in making copying errors. 

For a vivid demonstration of the 
incredible EP450Z, bring some outrageously 
difficult originals along to your nearest 
Minolta office products dealer and make 
copies—in any sizes—to your heart's 
content. 
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A NEW BANK 
Suggested reading for international bankers 


Our first Annual Report 


The exceptional factors related in our first Annual Report de- 
scribe events which are probably unique in the long history 
of banking in Italy. 

The circumstances of our foundation, the problems arising, 
how they have been tackled, the results so far, and plans for 
the future, are openly explained. 


If you have not already read the recently issued English lan- 
guage version of this report, we will be pleased to send it to 
you. 


Client confidence 


Our success in building up confidence within the Italian mar- 
ket can be clearly demonstrated by two operations: 


A warrant scheme was launched in July, August and Septem- 
ber 1983. This allowed small shareholders in our predecessor 
bank (over 30,000 in number) to apply for options to sub- 
scribe to an additional 150 billion Lire in capital on May 1985. 
Requests received represent 94.5% of former shareholders. 


Deposits are a reliable indication of client confidence. 

From alow of 1,923 billion Lire at our foundation, except fora 
temporary drop, our deposits have steadily increased at a 
pace greatly in advance of the rest of the Italian banking sec- 
tor. At 31st December 1983 the total exceeded 3,480 billion 


+ 8882 10982 3.383 306.63 31083 F289 
Lire. 
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Wy h 
about to replace the Free Democrats as 
the minor party which makes and un- 
makes coalitions. 

The chances of this are stronger than 
they were. The first Social Democratic- 
Green negotiations at state level took 
place in the summer of 1982 in Hamburg. 


A radical Green alliance, known as the * 


GAL, had replaced the Free Democrats 
in the state parliament and robbed Mr 
Klaus von Dohnanyi, the Social Demo- 
cratic mayor, of his majority. Mr von 
Dohnanyi started talks, quickly persuad- 
ed his party that there was little room for 
compromise with the Marxist radicals of 
the GAL, called a snap December elec- 
tion and gained an absolute majority. 

In 1984, state elections will be held in 
the Saarland, North Rhine-Westphalia— 
the most populous West German state— 
and West Berlin. The chances of the Free 
Democrats’ winning the 5% threshold 
needed to gain seats in the state parlia- 
ments range from grim to ghastly. The 
outlook for the Greens (or in West Ber- 
lin, the Alternative List, AL) is fair or 
even good. 

As for subsequent deals, Mr Oskar 
Lafontaine, the left-wing Social Demo- 
cratic candidate for premier in the Saar- 
land, would probably agree to work with 
the Greens. Mr Johannes Rau, the prime 
minister of North Rhine-Westphalia, 
would most likely do so as well, but with 
the same bad grace as Mr Börner. In 
West Berlin, it is different. Mr Hans 
Apel, the former defence minister and 
Social Democratic candidate for mayor, 
has deep misgivings about the AL. He 
distrusts its rebellious student origins and 
its anarchism. There is an alternative: a 
Berlin coalition of Social Democrats and 
Christian Democrats, which might then 
be imitated nationally after the next coun- 
trywide election in 1987. 

This improbable idea is being treated as 
a serious possibility. For the two main 
parties, there are obvious risks. The pros- 
pect of a grand coalition would probably 
double the Green vote. And if the last 
such national agreement between Social 
Democrats and Christian Democrats, 
from 1966 to 1969, is any guide, a grand 
coalition would once again cast adrift the 
far right, with unpredictable conse- 
quences. 

That is peering far ahead. If Hesse is to 
be a model, Mr Börner and Mr Kersch- 
gehs must first prove that they really can 
work together amid charges of backslid- 
ing and treachery from both sides. And 
the Free Democrats must continue to 
collapse. The federal chancellor, Mr Hel- 
mut Kohl, will be doing all he can to 
prevent that. He used the bogey of a red- 
green alliance to great effect in last year’s 
general election. Hesse may be his chance 
to repeat those warnings. 
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Russia and the west 
Fusillade of nyets 


There are times when a long pause pre- 
cedes any public Soviet reaction to west- 
ern Offers. This is not one of those times. 
The machinery in Moscow works more 
swiftly and smoothly when a general 
order has been issued that all reactions 
must be negative. Such an order is evi- 
dently now in force. As if told to fire at 
will, Soviet commentators have been 
blasting each western statement the mo- 
ment it appeared. 

As soon as the seven-power London 
summit met, Izvestia warned its readers 
that these conferences, although their 
ostensible business is mainly economic, 
“are in fact dominated by strategic mili- 
tary issues”. The conference's declaration 
on east-west relations and disarmament 
was instantly condemned by Tass as 
showing that “the western powers mean 
to continue the position-of-strength poli- 
cy”. The appeal to the Russians to recog- 
nise their interest in confidence-building, 
in procedures for handling crises, and in 
reducing the risks of surprise attack or 
accidental war, set Pravda growling about 
“vague formulas”. 

Mr Leonid Zamyatin, Russia’s highest 
placed official spokesman (he heads the 
central committee’s international infor- 
mation department), declared that the 
summit had merely echoed President 
Reagan’s Dublin speech of June 4th. That 
speech had been briskly branded as 
“hypocritical” and “opportunistic” by the 
Tass and Novosti agencies. They, and Mr 
Zamyatin, found nothing new in it. This 
seemed odd, as Soviet-block delegates at 
the Stockholm conference were reported 
to be welcoming Mr Reagan’s concilia- 
tory speech and his offer to discuss the 
no-use-of-force pledge that the Russians 
at Stockholm have been demanding. 

But President Chernenko may have 
used a significant word last week when, at 
a banquet for his visitors from Rumania, 
he said he “still” could not accept the idea 
of resuming negotiations about a reduc- 
tion of nuclear missile armouries. “Still” 
does not mean “‘permanently”—least of 
all in Russian. 


Turkey 
Growing pains 


FROM OUR ANKARA CORRESPONDENT 


Tribulations have been piling up on Tur- 
key’s prime minister, Mr Turgut Ozal. It 
is much too early to dismiss his bold 
economic programme as a failure, but the 
signs are disquieting: prices in the bazaars 
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are still soaring, unemployment is still 
high and the expected inflow of foreign 
investment is still only a trickle (see page 
60). Many people who were enthusiastic 
about Mr Ozal’s programme at the outset 
are beginning to have doubts about its 
applicability. 

He has also had to quell a small rebel- 
lion within his own Motherland party. 
This is not a happy band of brothers, 
despite its remarkable successes last No- 
vember in the general election that 
brought Mr Ozal to power and in the local 
elections held in March. The party’s dissi- 
dents are not necessarily opposed to the 
prime minister's economic programme; 
they are disgruntled primarily because 
they have not been consulted enough, 
and in some cases because they have not 
got the various forms of preferment for 
which they had hoped. 

The basic problem is the Motherland 
party’s lack of homogeneity. Itis largely 
composed of opportunists who jumped 
on to Mr Ozal’s bandwagon last autumn 
when he emerged as the likely election- 
winner. They include remnants of Colo- 
nel Alparslan Turkes’s far-right National- 
ist Action party and of the National 
Salvation party that was“led by Mr Nec- 
mettin Erbakan, an Islamic fundamental- 
ist of the Khomeini school. The task of 
holding these incongruous elements to- 
gether is going to absorb more and more 
of Mr Ozal’s energies. í 

President Evren and the military lead- 
ers, who were unhappy about Mr Ozal’s 
election triumph in the first place, have 
been watching all this carefully! At the 
end of May General Evren broke a long 


silence with a broadside that set the- 





Ozal stiffens his lower lip 
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Good, grey | 
FROM QUR PARIS. CORRESPONDENT -in i 


Le Monde, France’s leading newspaper, 
` iş not going to celebrate its 40th anniver- 
sary at the end of this year with a light 
heart. The-austere afternoon newspaper. 
has become a subject for gloomy head- 
lines. Its losses are so big that, to comply’ 
“with French company law, shareholders 
had- to meet on June 6th to vote to 
continue publication. Even if there was: 
no doubt about how they would vote, 
there is a- widespread feeling that Le 
Monde. is in danger of losing its’ way, 
editorially. as well as financially... To- 
v make matters worse, a spritely challeng- 
et has popped up in the shape of the 
formerly gauchiste morning paper, 
Libération. ‘ 
Le Monde’s.problems can be ascribed, 
in part, tothe fate that awaits any 
newspaper which becomes—or takes it- 
-self to. be-—-an ‘institution, Le Monde’s 
heyday, was inthe 1960s and 1970s when 
-a combination of well-informed indepen- 


1 reporting Of any French 
abled circulation andes- 
cular status. As its jour- 
s were allowed by the 
decide how the paper 
de seemed a model of 
‘ol, at least to other jour- 
the past three years Le 
wo little but trouble, and 
anagers are casting round 
hich could go as far as 
orning paper, 





























of Le Monde were soured by a long and 
bruising fight over the editorship, by its 
; initial cosiness towards: the Mitterrand 
‘administration.and by, what appears too 

: often to be'an absence of firm direction. 
. Advertising revenue is soggy. Circula- 
_tion fellby 4% last year and by 7% on an 
v. annualised basis. in early 1984." Daily 
gales now run at around 450,000. Losses 
‘> climbed from FFr18m in 1982 to FFr29m 
1 ($3.4m) last year. Large sums are being 
` spent to compensate staff being laid off 
to cut the workforce, of 1,253 by 10%. 
= Only 14%. of Le Monde’s employees are 
journalists. 

































roup of intellectuals-on the-left.- who 
ad presented a petition demanding un- 
‘ettered democratic rights, and in particu- 
ar an amnesty for the thousands of peo- 
ple rounded up by the army for alleged 
terrorist activities. 

<The extra-parliamentary left was tem- 
_porarily cowed ‘by the ferocity of the 
‘president's attack. His words, however, 
were also obliquely aimed at the govern- 
“ment. He carefully dissociated himself 
from Mr. Ozal’s economic measures and 
“spoke. of the complaints people were 
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atmosphere and appeal 
ope 







untry vibrating. His primary target was- 


Le Monde gets a rival — 


“To rejuvenate itself, the newspaper 
has started using photographs for the ~ 
first time, but only in its weekend fea- 
tures supplement. Two: projects for a 
more ambitious illustrated supplement 
have been turned down by the journal- 
ists.as unsuitable to the style and:reputa- 
tion of Le Monde. Tradition is important 
at the paper. Participants at the morning . . 
editorial conference remain standing as 
they did in ‘the days of the paper's 
founder, Mr Hubert Beuve-Meéry. 
Tradition counts for little at Libéra- 
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An upstart takes on an institution 


tion, whose growth in sales and influence 
has accompanied Le Monde’s slide. Lib- 
ération has shrugged off its original, far- 
left character, though it still runs col- 
umns of free personal advertisements 
from lonely convicts. Its political report- 
ing manages to achieve a distance and 
perspective which French newspapers all 
too often lack. Libération’s writing is 
brisk, in contrast to Le Monde’s often 
overwrought prose. The morning chal- 
lenger even has a sense of humour. No 


making to him about soaring prices. His 
remarks have been read as a sign that 
relations between the prime minister and 
the president, although still formally cor- 
rect, are less than warm. 

Yet most Turks show extraordinary 
patience; they grumble, but do not dem- 
onstrate. Recent opinion polls indicate 
that many people still feel that Mr Ozal 


should be given more time to show what 


he can do, and that they see no. credible 
alternative government in the offing. The 
parliamentary opposition parties are, in- 
deed, disunited and weak. 





` wonder that it has become the fashion- 
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able Paris paper to read. 

Libération's circulation is: stil only a 
quarter of Le Monde’s, but itis rising 
fast. To- help it along, Libération has 
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Libération still loses money, though a 
lot less. than Le Monde. It may not long 
maintain the rate of growth which has 
trebled circulation since 1980 to 140,000. 
But its appeal is clear, even at the Elysée 
palace. When President. Mitterrand 
wanted to mark his third anniversary in 
office with a press interview in May, he 
chose ‘Libération as his vehicle. Two 
years ‘ago, it would have been unthink- 
able for the interview to have appeared 
anywhere except in Le Monde. 


French schools 


Battle of the 

books = 

FROM OUR PARIS CORRESPONDENT. 

The quarrel about French schools is refus- 
ing to die down. Opponents of increased 
„state control of France’s predominantly 
Roman Catholic private schools are hop- 
‘ing that 1m people will turn out for a big 
demonstration in Paris on June 24th. 
ee | THE ECONOMIST JUNE 16, 1984 





Supporters of reform are talking of hold- 
ing mass rallies of their own. Some zeal- 
ots in the transport unions are talking 
about halting services on the day of the 
march to prevent demonstrators from 
reaching Paris. 

Two months ago, the government 
thought it was about to end the argument 
with a compromise bill. This would have 
extended state control over the heavily 
subsidised private schools but would have 
stopped short of measures unacceptable 
to the Catholic church, such as open 
pressure on private school teachers to 
become civil servants. The head of the 
French Catholic hierarchy, Cardinal 
Jean-Marie Lustiger, seemed ready to 
accept the compromise. But both he and 
President Mitterrand were outflanked by 
their troops. 

The stronger pressure came from the 
left. French Socialists have campaigned 
for a single, lay educational system for a 
century. Half the Socialist members of 
the national assembly have worked as 
state school or university teachers. Many 
on the left treated the compromise which 
the education minister, Mr Alain Savary, 
worked out with the private school teach- 
ers this spring as a betrayal. The Commu- 
nist party proclaimed itself the true cham- 
pion of lay education. 

To bring its followers into line, the 
government declared the parliamentary 
vote on its education bill on May 25th a 





Things went wrong for Mauroy 
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motion of confidence. The government 
has a comfortable enough majority. But 
things went wrong. 

Conservative politicians, whom °the 
church managed to hold in check earlier 
this year, attacked the government in the 
debate for supposedly trampling on civil 
liberties. Besides goading the govern- 
ment, their remarks stiffened the Socialist 
rank and file. The prime minister, Mr 
Pierre Mauroy, once again changed the 
bill, this time to placate the left: under the 
new terms, from 1990 private school 
teachers would be given the chance to 
become civil servants; and from 1995 
private schools with fewer than half their 
teachers in the civil service would not be 
guaranteed state subsidies. 

Although, as expected, the govern- 
ment duly won the vote, its tactics pro- 
voked the opposition to fight on. Mr 
Jacques Chirac, the mayor of Paris and 
the leader of the main conservative party, 
is doing his best to make the June 24th 
demonstration a success. But other politi- 
cians on the right are afraid it could be too 
big. A cooler, more effective, reply to the 
government, they think, would be appeal 
against the bill to France’s constitutional 
court. 


European defence 


Problems behind 
the platitudes 


Revivalist meetings seldom attract for- 


eign ministers. Yet seven of them held. 


onè in Paris on June 12th. Its aim was to 
revive that long dormant body, the West- 
ern European union, with a view to 
making it the centrepiece of a new at- 
tempt to get Europe to do more for its 
own defence. Nothing much happened in 
Paris. Whether anything ever does hap- 
pen depends on the next meeting, in 
Rome in October, of the same seven 
countries’ defence ministers, who know 
more about the issues involved. 

The main issue is how to co-ordinate 
the military research and procurement 
programmes of the main European Nato 
countries, in order both to avoid wasteful 
duplication in Europe and to encourage 
the Americans to buy more weapons from 
Nato Europe. Why, pray, the WEU? This 
organisation—consisting of France, Brit- 
ain, Italy, West Germany and the three 
Benelux countries—was after all set up, 
long ago, not so much to improve Eu- 
tope’s defences as to ensure that West 
Germany’s rearmament did not get out of 
hand. 

The answer lies in France. The idea of 
co-ordinating the arms procurement poli- 
cies of Nato’s European countries is not 


“EUROPE _ 


new. The Eurogroup was organised in 
1968 to do just that. France never joined, 
however, because the Eurogroup was a 
Nato organisation, and France had pulled 
out of the military structure of Nato in 
1967, and was not about to re-enter by a 
back door, 

In 1976 a non-Nato body, the Indepen- 
dent European Programme Group, was 
set up to provide a similar organisation 
that France could join. It did join, but 
never liked it much, for two reasons. The 
IEPG was, pretty obviously, a device for 
attaching France to the members of the 
Eurogroup: a path leading to that back 
door to Nato. It was also too big: it 
included troublesome countries like 
Greece and Denmark, and it did not give 
France the smallish directorate-style or- 
ganisation it preferred. 

At the end of last year France was the 
main mover in the effort to revitalise the 
Western European Union by giving it 
some new work to do. For several of the 


countries belonging to that non-Nato or- , 


ganisation, however, the IEPG still seems 
is a much better group for co-ordinating 
defence procurement in Europe. All— 
including France—agreed in Paris this 
week that the IEPG should be the main 
body for arms co-ordination. 

But if the Western European Union 
leaves weapons. co-operation to the 
IEPG, what can it do? Not much. It might 
try to co-ordinate European military op- 
erations in areas outside Europe itself; 
that badly needs doing. But the suspicion 


remains that, despite what it said in Paris, — 


France wants to get the WEU into the 
weapons business. If so, the organisation 
is liable to face an uphill task at its 
October meeting. 

The fragmentation and duplication of 
the European arms industry is a wearily 
familiar problem. The Americans have 
for years urged their European allies to 
get their arms-producing act together. 
The speeches at the WEU this week 
about the “two pillars” of the alliance, 
and the need to strengthen the European 
pillar against the American one, could 
have been written in the Pentagon. 

But there are problems behind the 
platitudes. It is far from certain that the 
two pillars would hold together if they 
were of nearly equal size. The very idea 
of dealing with European defence 
through a body outside Nato makes cer- 
tain people think that the aim is anti- 
American: see a headline in the Guardian 
newspaper this week. A more tightly co- 
ordinated and therefore more powerful 
Europe might in fact pursue policies the 
Americans would dislike. And if it did, 
American voters’ support for keeping an 
American army in Europe might grow 
much cooler. Which would not exactly 
help the defence of Europe. 
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and the miners’ union. broke up iñ- 


icrimony on Wednesday afternoon. The 

coal board was still officially optimistic. 

But no new talks are scheduled, and both 
sides are getting set for a long fight. 

o! had held no hopes of an 

Talking at length to The Econ- 

Monday, he had said that the 

ike was. “about - halfway 

He is adamant that there will 

itulation by the coal board: His 


wspaper 


lew published on Tuesday to pro- 
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Says, “we can start importing coal: In the 


- autumn these imports can shoot up. Th 


-Of course large slices of our business. wil 


AE ‘be gone.” 


duction rising to 125m tonnes in the mid- 


1990s look so far into the future, and are 


so dependent on other energy factors, 


that they can mean little. They assume — 
energy demand growing by 4% a year, 


which is unlikely in an economy that may 
be lucky to grow at 2% a year on average, 
using less and less energy. 

After the meeting Mr Scargill listed the 
union’s demands, It still wants no closures 
of pits just because they do not pay. It 


also seeks higher wages, with pithead o 


Here is what Mr MacGregor was—ane 


` still is—offering the union: 


@ A new plan for coal draw by 


bo: rd for the next 10 years, wit 


ets for performan 
revised every three ye 


demand. Deep-mine 


ed at around 100m 
@ A concentration 
low-cost pits, witha 
the worst: loss-mak 


make headroom for the new 


ingon” oe o a 
@ A pay deal covering 
and offering “enhance 


bonuses consolidated into basic pay; a scheme: 


- four-day week; 40m tonnes of new annual 
capacity to be brought in (as opposed to 
27m under way); normal retirement at 55,. 


on generous terms given. now only in i 


redundancy cases; and speeding-up of 
projects for new uses of coal: None of 
these points was raised at the meeting. 

Why did Mr MacGregor change tactics 
and speak out? The coal board, improba- 
bly, denies there was any pressure from 
the government. Officials say they want- 
ed to disabuse wavering. miners who 
might have thought that concessions were 
around the corner. But ministers have 
been growing worried that Mr Scargill 
was going to get’a deal that he could 
trumpet as a.victory. The government 
wants to be seen to have broken the 
legendary power of the miners over an 
industry which is costing taxpayers £1.3 
billion a year in subsidies and loans. 

Mr MacGregor says he always expect- 
ed a stern fight over his pit closure plans; 
“Mr Scargill had made his mind up, and I 


„would have been. surprised if there. had 


not been a strike. I was never under any 
illusion that it would be a short strike.” 
The only end he sees is by miners drifting 
back to work, or putting pressure on their 
representatives on the NUM executive to 
settle. : 7 
The union’s executive was meeting on 
June 14th to consider its next move. It 
still hopes that more railwaymen in the 
Midlands will refuse to move coal and so 
block the electricity industry’s supplies. 
Mr MacGregor reckons the strike can go 
into the: autumn without affecting elec- 


tricity. “When push comes to shove,” he . 
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3: “We don 
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Gost tonne “100 a 


po Source NCB 
- There is alte. likely ‘to. be a continuis 
‘rundown in manpower in the future. Mr 
< MacGregor “wants to close pits: where 
geology does not provide ample room for 
use of the best machines. Nor will the 
production lost during the strike be used 
as an excuse to defer closing the 20 pits 
needed to cut output by 4m tonnes in 
1984-85.: “ We've got to go after the 
| to make that output up. 
eve got to use the pits that- can 











Mr Maci regor’ s aimi is to turn the coal 
istry from being “a drag on the econo- 
» be contributor to it”. He 
ey to the future is price. 
bring 27m new tonnes of 
ell into the profitable 
e chart; to avoid build- 
‘oal mountain than the 
m tonnes reached in March, the closure 
loss-making mines will have to contin- 
ue: (The high ‘stocks at the power sta- 
tions—as yet unpaid for—are of course a 
political investment against the miners.) 
Re-shaping must mean closures, probably 
at about the same rate as the 20 pits due 
to close this year, to stabilise ‘output at 
110m tonnes a year including open-cast. 



























assuming that the electricity industry, 
hich usually buys 80m tonnes of deep- 
ined coal a year from the NCB, will 
ntinue to be prevented by the govern- 
ment from: importing cheaper supplies 
abroad.. o 


ompetition 


Whitehall doesn t 
want to know — 





the poveraniedt about to do something 
ig about competition’ policy? Probably 
not: it would like to, Whitehall wouldn't. 
Since her re-election, Mrs. Thatcher and 
‘her. ministers have given forth volubly on 
< the subject, said to be at the centre of the 
second-term strategy. It’s wonderful 
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That is what the coal board can sell—. 


prise and initiative, set the people free, 


and make tame old British industry 
_blood-ted in tooth and claw.. But, despite 
all the talk, in the past year the govern- 
< mënt has had little to show. 
| abolition of the conveyancing monopoly 
|. (through the efforts of a Labour member _ 
| ofparliament, Mr Austin Mitchell), liber- 

alisation of opticians’ services, and a` 


committee of i inquiry into the laws that 
limit shop opening hours. 

Mr Richard Ryder, a Conservative MP 
(and now parliamentary private secretary 
to Mr John Moore, the treasury minister 
for. privatisation),. thought. the- govern- 
ment was missing the: chance to play a 
populist card. So in ‘April he asked each 
Whitehall department what it was doing 
to promote competition. Most of the 
replies were flannel. Mr Ryder, however, 
was once in the prime minister's political 
office, and now Mrs Thatcher is giving a 
push. 

In a grandly titled “competition initia- 
tive”, letters have gone to all government 
departments asking them to review both 
their. own activities and those of industries 
or professions which they regulate and 
sponsor. The exercise is being .co-ordinat- 
ed by Mr Alex Fletcher, a minister in the 
trade and industry department. The 
Downing Street policy unit is helping, 
enthusiastically steered by its head, aca- 
demic-cum-merchant banker Mr John 


. Redwood, and Mr Nick Owen, an assis- 


tant secretary on secondment to Number 
10 from Mr Fletcher’s department. 

The replies have now been collected 
and sifted by Mr Fletcher, ready for 
transmission to his boss, Mr Norman 
Tebbit, who chairs a cabinet committee 
on the subject. If the replies are worth it, 
they may be published as a white paper 
this autumn, with an introduction. which 
states the government’s overall policy in 
the area. 

But will they be worth it? The exercise 
has been greeted with yawns, sniffs and 
heads down throughout Whitehall. The 
mandarins have seen all this before, and 
do not like it. Competition does not make 
their dealings with professions and busi- 
nesses easy. So there is little enthusiasm 
for schemes like forcing professions: to 
allow advertising. Mandarins emphasise 
the maintenance of standards, which 
competition must not be allowed to-low- 
er. Watch the home office carefully. Itdid 
not mention radio deregulation in: its 
reply to Mr Ryder, and only a few weeks 
ago Mr Douglas Hurd, a junior minister 
there,. rushed to quash rumours that- the 
air waves were to’be set free for all, 

Even if Whitehall gets moving; there 
could be some knotty problems of timing. 
It would be a bit embarrassing to make: a 
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stock's 6 l 
space, or to publish. a white paper just 
before British Telecom is privatised as a 
“monopoly. ‘Or take the report, expected 
soon, on shop hours. If that recommends 


the fight: against inflation, promote enter- 
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ing Lord Wein- 


liberalisation, there will be many MPs 


eager to defend the British. Sunday. The 


vas debated in the: 
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What is happening to government bor- 7 
rowing? Last week’s good news about the © 
money supply allayed City fears of an 


‘immediate rise in’ British interest’ rates: 


Sterling M3, the treasury’s measure of 
broad money, went up. by 7% in’ the 
month to May: most of the pundits’had | 
guessed in the range 1}-2%. Yet demand 
for four newly-issued gilt-edged stocks 
has since been weak. That is because the 
markets are anxious about what will hap- 
pen to the public-sector ‘borrowing re- 
quirement (PSBR) in the rest: ‘of the 
financial year. 

With good reason. Since March, When 
the treasury announced its 1984-85 target 
for the PSBR of £7} billion, three things 
have happened to upset its arithmetic: 
@ Public-sector pay settlements. The 
government’s forecasts assume that these 
will add no more. than 3% to the public 
sector’s wage bill. But several important 
deals have already set a much faster pace. - 
Gas workers will. get.4}%;. electricity 
supply workers 5.2% and railwaymen 5- 
54%..As the miners’ deal is still to come, 
state-owned corporations as “a group 
might pay an extra 5}%. This will be only 
partially offset by staff cuts. 

The outturn: for general government 
workers might be similar. The: average 
deal in the pay-round so far is- 5%, 
reflecting a 44% settlement for local au- 
thority workers and more. generous treat- _ 
ment forthe police and armed forces. But 
the nurses have just accepted. 74%; . the 
teachers have been granted arbitration, 
which may bring the vo. of more; and 



















bit ‘for wage drift. 
Every 1% on the public-sector pay. bill 
(unless -offset by higher’ productivity) 
adds around £200m to the PSBR. 





@ The miners’ strike. Estimates of Mr 


Scargill’s effects on the PSBR are. guess- 
work, but the possible costs are too large 
to be ignored. Mr Peter Fellner, of the 
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stockbrokers Laurie, Milbank, calculates 
that the strike’s first 12 weeks might 
eventually raise the PSBR by £500m, and 
that the cost will continue to rise at a rate 
of £65m-70m a week for as long as the 
strike lasts. 

His arithmetic is as follows. The Na- 
tional Coal Board is losing around £30m a 
week more than usual (£60m of lost coal 
production offset by £30m of savings on 
wages and other costs); the Central Elec- 
tricity Generating Board is losing £20m a` 
week (because the oil it is using instead of 
coal is more expensive); British Steel is 
losing £8m a week (because of lower 
production); British Rail is losing £5m a 
week (because of a 90% drop in coal 
freight); the department of health and 
social security is paying out £1m a week 
(in benefits to miners’ families); and 
allow another £4m for lower tax receipts. 

Not all of'these items have an immedi- 
ate impact on the government’s cash flow. 
But if the estimates of the costs to the 
nationalised industries are approximately 
right, the treasury will eventually have to 
accommodate them by revising the indus- 
tries’ external financing limits, thus rais- 
ing the PSBR. 

@ Higher unemployment. The spending 
totals fixed in the public expenditure 
white paper assumed that unemployment 
this year would stay at its average level of 
1983-84. It is already 40,000 higher than 
that, and still rising. Every extra 100,000 


on the dole costs the exchequer around ' 


£400m in benefits and lower tax receipts. 
Mr Nigel Lawson has warned the City 


- that the PSBR will be even more loaded 


towards the front end of this financial 
year than it was in 1983-84. That calms 
some nervous brokers, but others are 
fretting over indications in April’s PSBR 
figures of higher-than-expected local au- 
thority spending. Though the treasury has 
a contingency reserve of £23 billion this 
year, town halls and spending depart- 
ments have shown in the past that they 
can make short work of figures like that. 


Potato marketing 


-A lesson for the 


farm ministers 


One lot of farmers should be happy. 
Potato prices were this week rocketing 
skywards as last year’s meagre harvest ran 
out and the sun brought visions of anoth- 
er drought. But some of the growers have 
a grievance. They do not like the govern- 
ment’s new proposals for managing the 
potato market. After June 22nd, Mr 
Michael Jopling, the agriculture minister, 
may have to call a public inquiry to 
investigate their objections. 
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Subsidising potatoes costs British tax- 
payers less than managing the dog licence 
system; subsidising milk costs them more 
than running the universities. The pro- 
posals could affect more than the price of 
chips, for the potato market already lives 
with a version of the quota system that so 
enrages dairy farmers. A comparison of 
the two markets is instructive. 

Potatoes are odd in several respects. 
They are the only major crop not covered 
by the CAP; most are eaten unprocessed; 
they are costly but rewarding to grow (a 
hectare of potatoes is typically four times 
as valuable as a hectare of wheat); and 
they are very risky (the average wholesale 
price fell from £130 a tonne in the drought 
year of 1976 to £43 a tonne in wet 1977). 
The price fluctuates even from day to 
day: clever growers can play the market 
by harvesting potatoes when the local 
price is high. Most astonishing of all, 
farmers actually pay about 30% of the 
cost of managing the market themselves. 

Elsewhere in Europe, there is a simple 
free-for-all; the thought of controlling the 
antics of thousands of small-scale Dutch 
and French growers while regulating 
cross-border traffic boggles too many 
minds. But in Britain the market is con- 
trolled by the Potato Marketing Board. 

First, the ministry sets a target area of 
potatoes to be grown—in theory, just 
enough to cover demand. Second, it sets a 
“contract price” at which the board will 
buy potatoes—unless the grower can get a 
better price elsewhere. Last year, for 
example, it bought 200,000 tonnes for 
cattle food and 50,000 tonnes for chips, 
thus relieving the oversupply in raw pota- 
toes for human consumption. The con- 
tract price does not cover even the cost of 
growing the potatoes; it is intended sim- 
ply as a safety net to stop farmers going 
bankrupt when there is a surplus. And, 
third, the government sets a minimum 
price; if the average price falls lower, it 
makes up the difference later. 

Each farmer pays the board £36 a 
hectare for the privilege of growing pota- 
toes. He gets a licence for a certain 
number of hectares, and can grow more 
by doing a deal with his neighbours— 
quotas are freely tradeable, and have 
fetched up to £300 a hectare this year. But 
if he cheats and exceeds his quota(s) it 
will cost him £180 a hectare. The money 
goes to the board, which as well as buying 
up the surplus generally encourages de- 
mand, It has been fairly successful. Brit- 
ons eat about 100kg of potatoes per head 
each year compared with a declining 
average of 70kg in Europe. 

* But things have not been going well for 
the board in recent years. The minimum 
price and the £36 levy have remained 
Static since 1976. A series of productive 
wet summers has ensured stagnant prices 
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while costs have soared. As a result the 
board has had. to borrow some £5.9m 
from the government. 

Hence the reforms. From 1985, if 
things go according to plan, the levy will 
go up to £75 a hectare, and exceeding the 
quota could cost as much as £375 a 
hectare. Second, the transfer of quotas 
between farmers is to be made simpler— 
for instance, by publishing lists of those 
who want to buy and sell. Third, the 
board will step in directly to buy potatoes y 
when the local price has fallen below the 
guaranteed minimum. This, it hopes, will 
nip local price collapses in the bud and 
stop them spreading. But the board can- 
not buy more than 500,000 tonnes (7% of 
the crop) in a season—and part of this will 
be taken up by the usual pre-season 
contracts as before. The board reckons 
this will be sufficient; and so long as the 

lus remains small and farmers cough — 


su 
up their levies (total: about £12m a year), 


it expects to build up a fat reserve fund. 
Gradually, it can then take over more of 
the cost of support buying from the 
government. 

Where does that leave the consumer? 
Contrast potatoes with milk again. The 
consumer pays a contrived price for each 
pint of milk. For potatoes price is deter- 
mined by supply and demand. That en- 


courages the potato farmer to keep costs 


down instead of simply chasing high 
yields. The result? Low consumer prices, 
relatively little surplus production, little 
cost to the taxpayer, and eager farmers 
queuing up to buy quotas. Common agri- — 
culture ministers, please note. 





That's your quota, love 
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from nationalists: Worse, the | | - ( : 
themselves apparently led to the sūbse- accus: -that the security forces had- 
quent revenge shootings of other polices 1 hed a n ) kill policy: for- 
men unconnected. with ‘the. original é ating re pects without — 
events: i p about tria ‘he decisions to 
poe The strangest feature of the prosecu- cp = in-two “incidents 
«tion is that it was brought. at all) The. -ma m both sub judice, so that they 
victims were. dead: the only. witnesses — could not be publicly discussed. 
“were the policemen who killed them, and verdict, and the judge’s remarks, © 
the police forensic people, whose: evi- “relaunch. oversy with extra 
ib- -dence was riddled with contradictions: and’ ` verve, Now thi case is over and the 
clearly inadequate for a conviction. Pros: 1 i 
Northern Ireland bench. The acquittals ecutions on ‘grave charges are normally 
he handed down last week were of three brought only on good evidence. There rong. The use 
policemen; who had shot and killed three was none here. The decision to prosecute he ; sub judice rule to stifle comment 
members of the Irish Republican Armyin was taken not by the Northern Ireland has; as it always must, backfired. , 
County Armagh i in November, 1982. The director of public prosecutions, but by the : z 
dead: men. were unarmed: 109 rounds British attorney-general, Sir Michael Ha- Crime 
were fired..Two months ago another vers. Lord Justice Gibson, in one of the 
liceman from the same special unit:was less controversial passages of his judg- 
acquitted. of murdering a ataei re+. ment, criticised the decision to prosecute It really i is 5 nasty | 
lii n militant i inacare 6 g on “tenuous” evidence. E 
' ittals, and. the judge’s. re~ There could have been, however, one Is Britain in. the middle of a crime e wave: 
rational political motive for deciding to led by hateful thugs? Or should it treat 
crime ‘and the criminals as the natural. 
consequence, however unfortunate, of.. 
the pressures ofthe: modern world? This: 
A is the sterile law and order debate of the’ 
less fast than among older women: they past. Two new publi ations! Suggest it 
are up by half, while births to unmarried may be moving. i i 
: ' ths | mothers in their early twenties. have territory. i 
ac ording fi lished on Tues- doubled. But the proportion of these Two socialis yo Lea. 
‘day, up 10% on 1982 and almost illegitimate births that are jointly regis- Jock Young, address those: on the 
in 1977. Legitimate tered has risen faster than for any other cal left who see crime largely a i 
% down on age group. In 1977, 39% of these illegiti- struction of capitalism and its lackeys in 


mate babies of teenage mothers had the Coe ens ee 
father’s name on the birth certificate; by the yellow press. The authors. point OME 
28t poi 1982, 50%. what most people knew already, that it is 
was out of wedlock Meanwhile, the proportion of pre- not enough to snipe at the police, or to 
10in1977. | marital conceptions which result in a mouth “what about tax frauds and com- » 
puter theft?” .. 


ere has been arise pregnant bride has also dropped—from 
i Crime:can make life aimisery for many 


50% in 1970:to 20% by 1981. The result 
(including the- authors, who twice had a 


“regi i is that, today, two out of five unmarried, 
gesting that the baby’s parents are living teenage girls who become pregnant have ch apter of the book stolen from a car): 
There is nothing funny or theoretical - 


together. In 1977, both pee pūt their an abortion; one out of five copes with 
about. the humiliation that the victims of: 


the baby alone; one out of five. gets 
married—and one out of five stays un- 
married, but sets up house with the sexual offences suffer, or the horror that 
father. those .on vandalised; -burgled..or drug: ~ 
plagued’ council estates live with: every 
day. The victims of crime are more likely 
to be poor than rich. You get nowhere, 
the two authors tell the trendy left, by 
denying that fact or (which is a still newer 
thought for that part of the left) by 
hampering those who seek to mitigate its 
impact—the police. i 
Not that they fall into the trap of 
recommending more police and expen- 
sive technology. They know that such 
policies.do: not much reduce crime. Jn- 
deed, they can actually “increase” it, by 
making for-easier discovery and reporting 
of offences; reported crime rates mirror) 
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born to mothers over 30. | ee ee an 
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*What is to be done about law and order? ByJ. 
Lea: and J. Young. Penguin. £2.95. Fe ar of 
‘erime: Home office research uni 
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the growth of telephone ownership. 

In this conclusion Mr Lea and Mr 
Young are at one with the home office 
research unit, which has for some time 
advocated an “‘environmental” approach 
to crime prevention. Better street lighting 
might stop muggings; better designed 
locks cut car theft. Sensible policies, 
which may well be right but are easy to 
parody as a soft option that does not 
satisfy public concern. But what is the 
nature of that concern? A new publica- 
tion by the research unit on the fear of 
crime provides part of the answer. 

The researchers found that, though the 
general fear of crime is neither high nor 
excessive, in inner cities people are genu- 
inely scared of assaults and burglary. 
Women especially: although they are 
most at risk from violence, hardly any 
young men feel great concern for their 
personal safety and only 10% of those 
over 70, whereas 15% of young women 
do, and 65% of old ones. 

Mr Lea and Mr Young think that more 
“democratic accountability” of the police 
is the key, so that communities can con- 
vince the police of the problems in their 
area and force them to take action. That, 
of course, is a political non-starter. The 
government thinks that direct control of 
the police by local authorities would, in 
the main conurbations, hand law-enforce- 
ment into the hands of the sniping left. 
The research unit, closer to current think- 
ing in Whitehall, suggests more support 
for victims, experimentation with neigh- 
bourhood watch schemes of the kind that 
have proved successful in the United 
States, and cleaned-up, better-lit council 
estates. 

It also, intriguingly, suggests that it is 
important that people should know the 
real facts about the crime; society should 
“tell the truth”. But how, short of legisla- 
tion, do you persuade the press that the 
sensational reporting of horrible crimes, 
and the misleading interpretation of sta- 
tistics, should be dropped in favour of the 
often dull reality. Is the freedom of the 
press incompatible with the freedom from 
fear? 


Apprentices 


Lower pay, 
more jobs 


Negotiating high pay rates for young 
workers is a familiar way for older trade- 
unionists to protect themselves from com- 
petition for jobs. Last year, the electrical 
contractors’ association and the EETPU, 
the electricians’ union, agreed to slash the 
rate of pay for craft apprentices (and to 
revamp the apprenticeship scheme). The 
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result? A dramatic increase in the indus- 
try’s intake of apprentices. 

The annual intake was down to 800 a 
year and falling fast. Then last June, the 
pay rate for a new apprentice was cut 
from 37% of the adult rate to 25%. This 
month it is coming down again—to just 
over 23%. The intake of apprentices has 
more than trebled, to almost 2,700 
(against an adult labour force of 30,000). 

No other union has followed the elec- 
tricians yet. But the Transport and Gen- 
eral Workers’ Union recently agreed to 
go away and think about a proposal from 
building employers to cut apprentice pay 
rates in parts of their industry. At the 
moment, a builder's apprentice who 
starts at 16 earns 50% of the adult rate in 





You’ re overpaid young man 


the first year; one who starts at 18 gets 
80%. Youngsters On the government- 
sponsored Youth Training Scheme, paid 
only £25 a week, are a better buy—at 
least in the short run. And it may be the 
YTS that changes things. After all, if 
adult trade-unionists are going to be un- 
dercut by a youngster, better, for the 
union, a young apprentice (who will stay 
in the union) than a YTS trainee who 
pays lower dues and may be back in the 
dole queue next year. The YTS already 
has one foot in the door. In construction 
(and in some parts of the electrical indus- 
try) the YTS trainee’s year already counts 
against six months of an apprenticeship. 
The recession has made companies 
look very hard at their intake of appren- 
tices. In Britain, apprentices’ pay runs 
around 60% of the adult rate; in West 
Germany and Switzerland around 20%, 
Would apprentices come for less? 
Probably. A recent round-up of interna- 
tional research suggests that young peo- 
ple are today more interested in job 
opportunities than in being paid more— 
while employers hire fewer young people 
if their pay goes up relative to that of 


BRITAIN 
other workers. Training is an investment 
in future earning power. Why should 
employers carry most of the cost—often 


to see their qualified apprentices poached 
by less responsible competitors? 


Pensions 


Justice—at a price 


It will have taken some 15 years of press 
criticism and seven of official inquiry, but 
it is to happen: the social services secre- 
tary, Mr Norman Fowler, announced this 
week that company pension schemes are 
to be forced to uprate the deferred pen- 
sions of “early leavers” to take account of 
inflation. Legislation is likely to come 
into force next year. Its effects, and its 
costs, could go much wider than any but 
specialists have realised. 

The uprating is unlikely to mean the 
full indexation offered by most public- 
sector schemes. The Occupational Pen- 
sions Board (OPB), after a three-year 
study of the issue, recommended in 1981 
that compulsory uprating be limited to 
5% compound a year, or the rate of 
inflation, whichever was less over the full 
period of deferment. Another bout of 
1970s-style inflation could make that look 
pretty thin, and a minority on the board 
proposed 8}%. But Mr Fowler has stuck 
to 5%, a figure that some of the best 
schemes already offer. 

However, early leavers will—once the 
new system is fully in operation—in fact 
do rather better than 5%. Private-sector 
schemes “contracted out” of the state 
earnings-related scheme that came into 
foree in 1978 already have to promise a 
guaranteed minimum pension (GMP) 
roughly equal to the benefits that are 
slowly building up in the state scheme. 


This GMP already has to be uprated, for — 


leavers and stayers alike, usually at 84%. 


And that will continue, while the remain- — 


der of the pension gets 5%. 

-The big catch is that the legislation will 
not be retroactive (except perhaps to the 
start of .1985). Leave your job in 1990 
after 15 years’ service, and—after the 
GMP has been dealt with—only five 
fifteenths of your remaining deferred 
pension will qualify for 5% uprating. The 
pension funds’ argument for this is that 
they could not face large sudden burdens 
that they had not planned for. Another 
reason is that allowing for all past service 
would lead to bizarre differences between 
those who changed jobs shortly before 
the new law came into force and those 
changing shortly after. 
` So early leavers can only give five 
fifteenths of a cheer. But some existing 
pensioners may well find they have rea- 
son to rejoice. Most company schemes do 
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nowadays try to increase pensions, once 
they are actually being paid, by 3-5% a 
year, and a few even keep up with the cost 
of living. But there are some þad or hard- 
up schemes (or employers unprepared to 
put in extra cash) that are still paying 


i$ 


_ their pensioners no more than when they 


retired years ago. The pension funds, in 
their now-abandoned fight against com- 
pulsory uprating, have always argued that 


- “we can’t do more for early leavers than 


for pensioners”, The argument was dubi- 
ous, but the bad schemes will now be 
caught on it: it will indeed be hard— 
though not, according to Mr Fowler's 
plans, illegal—to uprate the early leaver’s 
expectations but not the pensioner’s hard 
cash. 

This knock-on effect is not just of 
interest to pensioners. It could make a 
very big difference to the extra money 
needed to finance Mr Fowler's improve- 
ments. The commonly quoted extra costs 
drawn from the Occupational Pensions 


_ Board report—an extra 1% or so of 
_ payroll for an all-male scheme, 2% for 


women—exclude knock-on effects. But, 
if it is assumed that pensions in payment 
are today uprated at 3% a year, but in 
future will have to rise at 5% a year, much 
more will be needed: the report suggests 
something like 5-7% more of payroll, for 
men, in a contracted-out “staff” scheme 
(and about three times even those figures 
if the general uprating were to be 71% a 
year; so much for the hopes of the OPB 
minority). 

Figures this size will certainly alter the 


- response of pension funds, employers and 


employees to Mr Fowler’s plans. Argu- 
ment about an extra 1-2% would proba- 
bly be limited to the issue of who shoul- 
ders how much of the extra costs, as 
between employer and employee. But if 
5-7% is to be added to the payroll, both 
might prefer to slim the general level of 
benefits. For example, schemes now of- 
fering one sixtieth of final salary for each 
year’s service might move to one eightieth 


_ (for future years, presumably: a scheme 


would find it hard to tell the old-stager 
about to retire that his initial pension— 


_ whatever might be promised for later 


increases—would be only two thirds of 
what he had been told). 


Museum charges 
Cultural claw-back 


After an unhappy experiment with 


_ charges in the 1970s, entry to Britain's 


main national museums and galleries is 
free. From next April things may start to 
change. í 

Not that the government is planning to 
introduce museum charges: that would be 
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Kew: more or less free 


political folly. But at present museums 
have no incentive to charge, since any 
profit they make from that or any other 
commercial operations is clawed back by 
the treasury. It is this claw-back arrange- 
ment that the government is now 
reviewing. 

There have been various pressures for 
museum charges. In 1982 Lord Rayner’s 
review of government efficiency recom- 
mended that the Victoria and Albert and 
the Science Museums (then under the 
department of education and science), 
and Kew Gardens (under the ministry of 
agriculture), should be hived off, with 
their own trustees, like the British Muse- 
um and National Gallery, and should 
introduce entrance charges. They got 
their new status in April this year, and 
their trustees are now considering their 
charging policy. 

In 1982 the house of commons select 
committee on the arts urged “the need to 
provide incentives to maximise earn- 
ings”. Lord Gowrie, the arts minister, 
announced that he wished to support 
national museums and galleries in “sensi- 
ble programmes of self-help”. His first 
step was to allow the new director of the 
National Maritime Museum at Green- 
wich, Mr Neil Cossons, fresh from the 
successful non-government Ironbridge 
Museum in Shropshire, to introduce ad- 
mission charges and to spend the pro- 
ceeds. But the treasury is still demanding 
that any unspent balances at the end of 
1984-85 be returned to it. 

Treasury ministers are being urged 
(and are resisting the idea) that museums 


and galleries should be allowed to raise 
money how they wish, and spend it as 
they wish, without affecting their govern- 
ment grant. Museum directors fear that, 
even if the treasury does not cut their 
grants to take account of “self-help” in 
the short run, it will in the long. They still 
remember with bitterness the Tory at- 
tempt in 1970 to force them to introduce 
admission charges purely as a contribu- 
tion to government revenues. Mr Edward 
Heath supported the treasury in refusing 
to allow them to keep their extra cash. 
But the arts lobby won. Following the 
general election of February, 1974, 
charges were abandoned almost as soon 
as they were introduced. 

The treasury is already negotiating with 
Kew Gardens, where there has always 
been a nominal entrance fee—for many 
years One penny, now 15p. The chairman 
of Kew’s new board of trustees is Mr John 


. Eccles, the son of Mr Heath’s arts minis- 


ter, Lord Eccles; but under the legislation 
that now governs the gardens, it is not the 
trustees but still the minister of agricul- 
ture, who ultimately determines the en- 
trance charges. 

At the Victoria and Albert, the new 
trustees took charge in April, and imme- 
diately commissioned a study by Arthur 
Andersen, the accountancy firm, on the 
scope for revenue-raising, following 


London’s main museums and their money 


nevi fat Net receipts Attendance 
1984-85 1983-84 1983-84 
à £m* millions 

Natural History 14.1 n/a 2. 
British Museum 12.9 1.3 3.1 
Victoria & Albet 11.4 0.7 2.2 
Science Museum 8.5 0.2 4.8 
National Gallery 7.0 0.1 2.9 
Kew Gardens 5.9 0.1 1.1 
Tate Galle 5.6 0.3 1.3 
i ler ar 4.4 0.8 1.3 
ional Maritime 4.3 0.3 0.6 
National Portrait 1.9 -= 0.5 
Wallace Collection 0.8 -= 0.2 


*From exhibitions, bookshops, restaurants, etc. 


which the museum’s director, Sir Roy 
Strong, will report in October on charges. 
But nothing is likely to go ahead even 
then unless the treasury agrees to the 
museum having complete control ove1 
any money raised. 


The British Council 
Selling 


The British Council? Those people whc 
send morris-dancers to demonstrate Brit: 
ish tribal culture in Lesotho? That, if i 
has one at all, is the image the counci 
tends to have in its own country, Bus) 
celebrating its 50th anniversary, with the 
Queen’s assistance, this week, it is ar 
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ing the English language. Still more there 
dusly, it has become, in effect, project = 


a er for. training programmes over- 
seas in which Britain’s public sector is 

involved. - 
The council this financial year will 
nd some £98m on its own behalf, most 


velopment. administration, 

from its own earnings. On top, 

handle £84m as agent for other 

‘bodies—mainly its two Whitehall pay- 

_ Masters, but £124m for other ‘govern- 
_ ments or international agencies. 

; ding money like this, the obvious 

n the British Council has to face is 

r it is spending it effectively, and 

d whether it should exist to spend it 

at all. The Downing Street think-tank in 

1977 argued it should be abolished, and 


_ Mrs Thatcher, one might think, would 
long since have had the axe sharpened for 
it. But in: fact it survived a Whitehall 
iew early in her days of power. Re- 
ently, it won a battle over money with 
‘the treasury, thanks to some solid blud- 
2 ning by its new overlord, Sir Geoffrey 
Howe, inan unfamiliar role as arguer of 
~ departmental spending causes, and to the 
_ intervention of the prime minister her- 
self. She has a soft spot for Sir John 
_ Burgh, the former civil servant who. has 
-been the council's director-general since 
180, and had her ear bent by its chair- 
man, Sir Charles Troughton, a member of 
various company boards. 
But, with its government: grants—and 
London staff—down. by about a fifth in 
- real terms since Mrs Thatcher came to 
er, the British Council is still eager to 
onstrate its business-mindedness. 
_.. When the Egyptians want to train their 
electricity supply engineers, the technical 
_ know-how comes from the British indus- 
_ try, but it is the British Council that signs 
_ the contract, because it actually knows 


about training in foreign countries. It has 
played a rather similar role in providing- | 
British training for India’s coal mines and 


railways. 


In combination with. Cambridge uni- 
„Versity, it is about to launch a: large 
` expansion of its English-language teach- 


ing in Japan, and aims to make a decent 


profit on-it; something it cannot doin 
' most: third-world “countries but does 


handsomely in. two other industrialised 


ones, Spain and Greece, 
why not elsewhere? There are 


the council who would like a 
_ More commercial approach, though an 
_idea for an overtly commercial subsidiary”. 
‘was recently shot down by an internal. 
ew headed by Lord Seebohm. Yet- 
lainly possibilities. The British: 


cil, like the BBC, has a good brand 


"image in the countries, where it operates. 
It trades in the expanding knowledge ` 


market, and in an expanding segment 
thereof, the English-language bit. Per- 


haps commerce should be given its head, 


Print no evil 


‘Whitehall is using its muscle to suppress 
“an international report on the poverty 
i created by long-term unemployment in 
Britain and. other industrialised coun- 
tries, British officials are comforted that 
the American government has joined in 
` their efforts to delete a whole chapter of 
_ next September's issue of The Employ- 
ment Outlook, published by the Organi- 
` sation for Economic Development and 
Co-operation (OECD). They are now 
almost certain to get their way. 

The study draws on the work of a 
British academic, Mr David Piachaud, of 
the London School of Economics. His 
analysis leads to the conclusion that 
unemployment causes real poverty, es- 
pecially if it lasts over six months. 

OECD reports on member countries’ 
economies often tone down criticisms 

` because the government concerned ob- 
jects to something in the draft report. 
But seldom—if e¢ver—has a whole chap- 
ter. of a broad economic study been 
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and let Shakespeare, Turner and t 
morris-dancers compete for the modest 
ment money that. Whit 
hall gives the council for them now, on 
the traditional, perfectly arguable but 
grounds of waving the cu 


Id: happen then in all those 
here the council cannot mak 
could operate there und 
‘om: Whitehall. But why no 
a public enterprise do a bit of cr 
subsidisation instead? The odd thing. 


‘that, at least in theory, that does. not 


happen now: the British Council plough: 
its com ial profits back into the:cou 
tries: w ‘they are earned. Which 


_ What most countries like, but not w 
most multinational enterprises do. 


chopped’. because. of governmental 


opposition. 
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, Jobsin manufacturing. | 


The treasury is puzzled by recent Brit- 
ish unemployment figures, whi 4 
the trend still rising, in conflict 
forecasts in-its model of the e 
The subject is a sensitive one, 
Thatcher is being heavily t 
fearing that the issue, whi 
cost her nothing in th 
could cost her he 

The number o 
Britain for over: 


well in saloon bats:in the home counties. 
Nor, evidently, in Whitehall. - 
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When we close 

a financial year 
A  weopen 
afuture. 


The best guarantee for the future is the soundness 
of the present. Banca Toscana’s present is particularly 
positive as is highlighted by the 79th Annual Report 
1983, approved by the General Meeting of the Share- 
holders held on May 10th 1984. 

The soundness of our present means a growth in 
profit with the distribution of a dividend of 70 lire, 
17% kil than 1982 and the increase of the share 
capital from 30 to 90 billion liras, of which 45 bil- 
lions without payment. Banca Toscana today employs 
a staff of 3,691 people, one every 2.3 billion liras of 
deposits (+22.58%), and 197 branches covering the 
region of Tuscany with significant locations also in 
Roma, Milano, La Spezia, Porto d’Ascoli and Fano. 
All this enables us to look at the future with confi- 
dence; not only at our own future but also at yours. 

In fact, it is important for you to know that you 
can rely on a dynamic bank which grows in size and 
expands territorially to offer you the guarantee of 
steadily improving services. Starting today, after clo- 
sing our 79th financial year, new stimulating pros- 
pects open up for us as well as for you: the future. 








BANCA TOSCANA 


The Banking Group: Monte dei Paschi di Siena, Banca Toscana, Credito Commerciale, 
Credito Lombardo and Italian International Bank Ltd., 
administers deposits, as of December, 31st 1983, for over Lit. 44,800 billions. 
The Group's own resoufces total Lit. 2,978 billions. 


79th FINANCIAL YEAR. 
FROM THE ANNUAL REPORT AS OF DECEMBER 31st 1983. 


Lit'7948 billions (+15.78% 
Lit. 2798 billions (egos 
Iit 3096 +1251% 
Lit 2128 billions (H4881 

Lit 20.7 billions errr 
Lit. 768bilions (+2785%) 
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f BL the state-owned British 


| goods manufacturer, talked to its 
bankers about rescheduling $623m 


i bank for £182m ( 


-Saudi Arabia and 
_ States agreed to co 


: carmaker, is to sell off its posh. 
division, Jaguar Cars, by a public 
offering of shares. The government _ 
will retain a golden share to block 

|). @ny-unwanted (ie, American) 

| takeover. Jaguar made an adjusted ae | 
-profitot £50m last year, ue froin: are 
“£9.6m in 1982. 


Walt Disney Productions each: 
back Saul Steinberg's 11.1% stake 
r $297.4m, apparently ending the 
_ bitter struggles between them. Mro 
Steinberg’s ‘‘greenmail” profit was ~ 
-$31.7m—plus $28m in “out-of- 
’ pocket” expenses. 


>| Creusot-Loire, the ailing French 
| heavy engineering group, sought to 
be putinto receivership. Astep 


_| economic summit i 
‘Hest such meeting for 


al nearer bankruptcy, or a ploy by its 


parent, the Schneider group, to get 
: more state aid? 


Negotiations over Argentina’s 


| application for a new IMF loan 


-reached deadlock. 


` Gene Amdhal’s Trilogy gave up | 
trying to make its big-chip computers 
that might have given IBM a- 


| mainframe headache. It will probably 


‘continue to make the chips. 


a Zanussi, the Italian household 


| of debt—and about possible 
/ takeover bids. 


| Australia and New Zealand Banking 
Corporate scorecard 


18,500 


| Houston Natural Gas Apr 30 2,260 


|. Metsi Box Y Mar 31 1,890 


a 
Pilkington Brothers Y Mar31 T, a0 


of oil nora from their 


The Abu Dhabi government's 
investment authority took a 12.5% 
stake in Reuters. But its shares are 
“B” shares, which have only a 
quarter of the voting power of “A” 
shares, an arrangement intended to 
safeguard the news agency's 

- editorial independence. Will it? 


les oncomp 
period** 


Thorn EMI, the British el electronics 
_ manufacturer, offered to pay £10m 
fora 10% stake in Inmos, Britain's 
state-owned microchip maker. 
| But British Aerospace preferred as 
| takeover approach trom GEC to a 
ee £812m bid from Thorn EMI. 


Negotiations re-opened and’broke 
_down again between the West 

| German engineering union, IG 
Metall, and the employers’ 
federation over the 35-hour week, 


| The Swedish carmaker, Volvo, 
_ bought a stake in a biotechnology 
firm, Kabigen. tt stilt has pl pi lenty left 
| in its $1.6 billion cash pile 


“1 America’s International Frade 
Commission decided that imported: 
steel products were damaging 

‘American steelmakers. It will. ; 
recommend remedies that President 
Reagan hastoacceptorreject ~ 

-before November’ § lection. ; 


Citicorp bought Ledonex: 
a London commodities-fu 
broker, from the New York 

_ commodities house Golode 
Citicorp adds itto its stakeina — 
London stockbroker, Vickers da 
Costa, acquired last year. i 


„Hungary said it would setupa 
special police force to crack down 
on speculators: and crooks.. a 


Economič ang tinanchalt indicators op 
are on pages 89-90. on 


Comment 


+20 The privatised British. medical. testing kit maker has achieved sg 
record profits and sales, 


+12 Better conditions downstream have doubled BP's profits, 


-3 James Goldsmith (now bidding for Continental Group) balleves 
his American supermarket chain: has turned the cornea 
+11 The Japanese electronics group has achieved record oe and 
sales for the sixth year in atow. 
~3 The cost of buying out Coastal Corporation's staks has eaten into 
the Texan energy company’s profits. 
~8 Cost-cutting measures fave paid-oft for the British packaging and : 
. central heating business. mc 
+17 Earnings are forecast to increase EDY in the ful 1983-64 year |. 
for the Swedish chemicals group. : 


~ +19 improved: demand put the pep back into this British glass maker x 2 
profits 


Ok Veg ode = Halon ened G= Quarter ended. (koss. * Convenes ai arrage carge rls. "Based on focal ciency ures Pretax profi "Faro pa 
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a = : ings anil increasir e- 
incial strength—opportuniti 
for further improvements’ 


h nne over or a 
ee contributed toacash inflow of £66m. 


ei Piither strengthening ofthe balance 
sheet reflected in gross gearing of 24%, 


___ CJOrganisational changes enable the 
Conary to serve its markets better 


{i | 5 ba 
“Bamings per share (p) ia 








Denis Allport, Chairman. 


Summary of Results 


1983/4 1982/3 


Worldwide sales 
Trading Profit 
Interest 





- Profit before tax i 


Bo ps 
Dividend for year 15.00 11. 55 
Eamings per share 58.7 $: 2... 








Queens House, Forbury Road. Reading. 


See also Oracle Page No. Sél 


ifyou would tke a copy of our report anc accounts, write to: 
The Secretariat at the address below, 
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Now IBM's mainframes have 
only Japanese challengers 


IBM’s mastery of both the top and the 
bottom of the computer market seemed 
more complete this week. On June 11th, 
Trilogy, Mr Gene Amdahl’s Silicon Val- 
ley start-up, announced that it was aban- 
doning its effort to build a top-of-the-line 
computer to compete with IBM’s biggest 
machines. A few days earlier, IBM had 
announced price cuts averaging about 
20% for its desk-top personal computer 
and related machines. Ghoulish specula- 
tion ensued about which of IBM’s many 
personal-computer rivals would be most 
bloodied by this (see page 72). 

Trilogy’s failure was spectacular. It has 
raised nearly $300m in R&D limited- 
partnership shares, equity and technol- 
Ogy-licensing agreements since being 
founded in 1980. The money came in 
largely on the strength of Mr Amdahl’s 
reputation as the world’s top computer 
designer. Mr Amdahl was responsible for 
the basic design (or architecture) of the 
big computers IBM introduced in the 
1960s; that architecture persists in the 
mainframe computers IBM makes today. 

In 1970, Mr Amdahl left IBM and 
founded Amdahl Corporation, the first 
company to take advantage of the IBM 
standard by making a computer that mim- 
icked the basic operations of the IBM 
machine instead of trying to establish its 
own. Amdahl swiped a lot of IBM's 
market share, and the plug-compatible 
computer makers today offer the giant its 
most serious competition in mainframes. 

With Trilogy, Mr Amdahl was hoping 
to change the shape of the mainframe- 
computer market with a huge technologi- 
cal leap. Trilogy aimed to replace the 
hundreds of fingernail-sized chips that 
make up the central processor of the 
usual mainframe with a few dozen gigan- 
tic chips. If this wafer-scale technology 
had worked out on time, Trilogy would 
by now be producing a machine four 
times as powerful as IBM’s standard 
mainframe for about the same cost. 

It did not happen. The company ran 
into serious technical problems early this 
year. It could not find a way of dissipating 
the heat generated by the wafer-scale 
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Gene Amdahi drops out 


chips. They just burned themselves out. 
A management shake-out in April was 
followed last month by an announcement 
that Trilogy was redesigning the machine, 
scaling down the performance it hoped to 
get out of it and postponing its first 
delivery date to 1987. > 

To succeed, Trilogy needed to get a 
machine to market that was a generation 
ahead of IBM’s. Instead, IBM’s continual 
10-15% improvements in its mainframes 
made it probable that Trilogy’s machine 
would be only slightly better than IBM’s 
when (if) it finally appeared. On top of 
that, greatly improved Japanese main- 
frames from Fujitsu and Hitachi, with as 
much processing power as Trilogy was 
aiming for, are expected in the next few 
years. 

Trilogy is hardly broke. Its treasurer, 
Mr Thomas Lerone, says the company 
still has $100m in the bank. Trilogy’s 
board was to meet for two days beginning 
on June 14th to decide on a strategy. The 
likeliest outcome is for Trilogy to become 
a semiconductor company that will sell its 
wafer-scale technology to others. 

The ruin of Mr Gene Amdahl’s dream 
marks the second failure of a mainframe 
Start-up attempt in Silicon Valley this 
year. In January, Storage Technology 
Corporation gave up on its IBM-compati- 





ble project and it has since taken a write- 

off of more than $20m. Given the high 
risk and cost of developing a mainframe 
computer these days, it is now inconceiy- 
able that any but a well-established and 
well-heeled company will try to compete 
in the IBM-compatible market. 

“The world’s mainframe market is left 
with an austere simplicity. The non-IBM- ` 
compatible share of it (about 15%), divid- 
ed among companies such as Burroughs 
and Sperry, seems to be slowly dwindling 
because of its isolation from the IBM 
mainstream. IBM dominates the IBM- 
compatible market with some 90% of the 
sales. There are several plug-compatible 
makers—including America’s Amdahl 
and National Advanced Systems, and 
Britain's ICL—but the only technologies 
that matter any longer are IBM’s and 
those of the Japanese. 

In the showdown everyone is expecting 
between IBM on one side and Fujitsu and 
Hitachi on the other, IBM holds many 
advantages. Its size, financial strength, 
marketing experience and technological 
prowess favour it. But Fujitsu and Hitachi 
plainly worry IBM. Fears of what they 
might do by the end of the 1980s seem to 
lie behind IBM’s wholesale conversion of 
its computer leases to outright sales: it 
will not then be ‘hampered in making 
price changes as fast as it needs to do. 

IBM's anxiety about the Japanese is 
hardly being relieved by the EEC com- 
mission. On June 12th, Mr Nicholas Kat- 
zenbach, IBM's general counsel, called in 
the press to make his company’s second 
high-level complaint in as many weeks 
about the antitrust case against IBM that 
the commission is investigating. If IBM 
ends up having to disclose the kind of 
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‘technical information the commission 


staff wants, its plug-compatible rivals will 
find it much easier to compete. 

The speed of technological change may 
present IBM with a bigger problem still. 
The stability that Mr Amdahl’s computer 
architecture brought to the mainframe 
business 20 years ago could be under- 
mined on two sides. One development is 
the increasing power now available in 
some computer systems made up of net- 
works of smaller processors rather than 
large central ones. 

A related development could make it 
possible for non-IBM-compatible produc- 
ers to begin breaking out of the ghettos to 
which the strength of the IBM standard 
gradually confined them. There is a 
chance that an alternative (or co-existent) 
standard may develop through the Unix 


-` operating system (the basic software that 


controls the operations of a computer). 

Unix is a product of American Tele- 
phone & Telegraph’s Bell Labs. Its popu- 
larity for smaller machines is rising; even 
IBM is taking to it for some uses. NCR is 
making a mainframe that is not IBM- 
compatible but that will run on Unix. If 
Unix catches on as a mainframe standard, 
it could be the opening to tempt AT&T 
into the mainframe market. 


Creusot-Loire 
No love lost - 


PARIS 


Creusot-Loire, France’s biggest heavy en- 
gineering group, is walking a tightrope 
between bankruptcy and backdoor na- 
tionalisation. Mounting losses and an atti- 
tude on the part of the government as 
obdurate as that of its parent company, 
the Franco-Belgian Schneider group, led 
Creusot-Loire to apply to be put into 
receivership on June 13th. The compa- 
ny’s chairman, Mr Didier Pineau-Valen- 
cienne, says Creusot-Loire can be saved 
only by concentrating on a few core 
businesses and getting appropriate state 
financial help. 

Creusot-Loire wants up to FFr4 billion 
($470m). It thinks the government should 
stump up that amount through the nation- 
alised banks. Creusot-Loire reckons this 
would compensate it for losses run up by 
its steel division between 1978 and 1983 
when, unlike other French steel groups, it 
received no state aid. 

The government hoped that Creusot- 
Loire’s problems had been solved last 
November when state banks put up one 


A rainbow in Latin America 


Depression or default may not be the 
only choice for Latin America's debtors. 
The big three—Brazil, Mexico and Ar- 
gentina—are all increasing their visible 
trade surpluses, making it easier to ser- 
vice their debts. Just as important, they 
are starting to recover from recession. If 
their economies and trade surpluses can 
grow together, their presidents and for- 
eign bankers can start to smile again. 
Take Brazil. In the first five months of 
1984, its trade surplus totalled $4.6 bil- 
lion, compared with $2.1 billion in the 
same period last year. The government’s 
goal of a $9 billion surplus for 1984— 
once pooh-poohed as a pipedream—now 
looks too modest. Nor is it being 
achieved just by deflating demand to cut 


Visible trade 
surplus 


Volume of 
industrial 


rood 


ayearago 


imports. In January, imports were 20% 
down in value on a year earlier; by May, 
the fall was only 3%, while the 12- 
monthly growth in exports had gone 
from 8% to 22%. As a result, industrial 
production is moving up: in January and 
February, its volume was 2% higher than 
a year before. 

‘Mexico is improving just as fast. In the 
first two months of this year, it was able 


to increase its imports by $488m (58%) - 


compared with the same period last 
year—and still boost its trade surplus by 
$200m, to $2.7 billion. The volume of its 
manufacturing output in January had 
regained its level of a year earlier. 
Though Mexico’s quarterly figures for 
gross domestic product are not seasonal- 


% change on 
a year ago 


1983 84 
Source Central Bank of Mexico 


1983 a4 
Sources UN, Manutacturers Hanover 
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Fabius won't pay 


third of a FFr6 billion rescue package for 
the company. It got a nasty jolt when Mr 
Pineau-Valencienne came back for more 
money this spring after announcing high- 
er than expected losses for 1983 of FFr1.8 
billion on sales of FFr17.5 billion. 

The industry minister, Mr Laurent Fa- 
bius, refuses to meet Mr Pineau-Valen- 
cienne, who in turn says he had to wait 
nine weeks for a proper government 


ly adjusted, its real gdp did rise a fraction 
in the fourth quarter. 

Argentina’s statistics are less up-to- 
date and probably shakier, but also point 
to progress. In the final quarter of 1983 
the value of exports was 20% up on the 
same period in 1982, while imports had 
fallen by only 8%. The visible trade 
surplus in the first quarter of this year 
totalled $1.2 billion, compared to $950m 
a year earlier. Industrial production 
grew strongly in the first half of last year; 
in the fourth quarter it was 4% up.on a 
year earlier. 

None of this suggests that the storms 
have blown over for Latin America, not 
by a long way. But it does show what can 
be achieved by a mixture of world recov- 
ery and IMF-style policies to switch 
resources into exports. Now if American 
interest rates were to fall as well. . . 


JFMAMJJASOND 





THE ECONOMIST JUNE 16, 1984 


Europes oldest 
parliament will set 
your business free 


If you're looking for a place to dev elop your business, the 
Isle of Man offers you a unique advantage. 


Freedom. And on more than one front. 


We won't, for example, lock up your profits by taxing them 
heavily. In fact, with Income Tax at only 20% for both individuals 
and companies, no Corporation Tax, no Capital Gains Tax and 
no Wealth Tax, Surtax or Estate Duty, we'll leave you free to 
enjoy the fruits of your labour in peace. 

We'll also leave you free to pursue your ambitions, within a 
sensibly ordered legal and commercial framework. Though we 
are Europe’s oldest parliament, with over a thousand years” 
continuous and stable government behind us, you'll 
nevertheless find we're remarkably accessible and informal. 

We’re generous, too. We offer substantial grants to new 
manufacturers coming to the Island. These cover plant, 
machinery and building costs as well as training and marketing 
needs. We also offer working capital loans on very favourable 
terms. 


Moreover, we offer you space to expand -and export. With 
Europe's only off-shore Freeport just 80 minutes away from 
London at Ronaldsway Airport, you'll find a unique 
industrial and distribution base combined with all the 
advantages of an off-shore financial centre. 
And, though we are not part of the United 
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Kingdom or the EEC, our special arrangements with both make 
their markets easily accessible. 


If you'd like to know more about opportunities on the Isle 
of Man, or about our Freeport facilities, get in touch with us 


-Š Isle of Man. 


a 
= 


al 


To: Ken Bawden, Government Offices, Douglas, Isle of Man. 
Tel: Douglas (0624) 26262. Telex: 628612 IOMAN G. 
| Fd like to know more about the Isle of Man. Please send me your 
Guide to industrial and financial opportunities C] 
h Freeport brochure CI 
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American Express 
scarcuatiaiies Madina OORA 


An American Express Company 
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American Argentina Cayman Germany Indonesia Lebanon Pakistan Switzerland United Internati 
Express Austria Islands Greece Italy Mexico Panama Taiwan Kingdom Headqua 
Bank offices; Bahrain Chile HongKong Ivory Coast Monaco Philippines Turkey Venezuela American 
Bangladesh Denmark india Japan Netherlands Singapore United Arab Express P 
Brazil Egypt Korea Spain Emirates New Yort 


France Sri Lanka 








ternational 
gency, Florida 
19 Brickell Ave. 
iami, Fla. 33131 


Trade Argentina 
Development Bahamas 
Bank offices: Brazil 


France 
Luxembourg 


Monaco 
Panama 
Switzerland 
United 
Kingdom 
Uruguay 


Trade 
Development 
Bank, Geneva 
Head Office 








2, Place du Lac 
1204 Geneva 
Switzerland 


In international banking 
and personal financial 
services, our name 
makes a difference. 


The difference lies, first, in the scope of 
services American Express Bank offers- 
unmatched by any international bank. 

There's a difference, too, in the exper 
tise with which each service is provided, 
and in the caliber of our service as well: 
swift, confidential and highly personal. 

American Express Bank combines the 
expertise and resources of two respected 
international banks—American Express 
International Banking Corporation and the 
‘Trade Development Banks. Our $13 billion 
in assets and 85 offices in 39 countries pro 
vide an unparalleled depth of experience, 
resources and security. 

We offer you the finest in private 
banking and personal services, including 
international Gold Card® privileges and 
travel services...a wide range of asset 
management services. ..trust and custody 
services. ..and something more: a link to the 
worldwide financial network of American 
Express Company. 

Through this financial network, you 
have access to trading in U.S. equity 
securities, bonds, commodities and invest 
ments in real estate. This important link 
offers you more ways to protect, manage 
and increase your assets. 

American Express Bank. For the inter- 
national banking client, our name makes a 
world of difference. 


For information, contact Brian Lendrum, 
Vice President, American Express International 
Banking Corporation, Connaught Centre, 28th Floor, 
Connaught Road, Central (GPO. Box 3), Hong Kong, 
Telephone (05) 212608 





Global Financial Network 









Total assets: 1/5 | 


Swiss fran 12 83) 


Capital and reserves: 
900 million Swiss francs 
Head Office: 


witzerland 
Worldwide network: 
Europe: London 


North America: 


Vew York, CI 


Iaca 4 Fau'o. 
vo de Janeiro, Buenos Aire 
Middle East: Abu Dhabi 
Bahrain, Beirut. Tehera is 
Far East: Tokyo, Hong Kong ah, 


Australia: 5 
Africa: Johannesburg 
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“International banking? Definitely UBS.” 


Personal service’ is an expression 
that means a good deal in the UBS 
vocabulary. 


UBS customers across the world 
appreciate the personal touch our 
financial specialists bring to their 
discussions: on domestic and inter- 
national loans, foreign exchange, and 
all types of money market operations 


Our specialists are trained to make 
themselves familiar with the indivi- 
dual requirements of all UBS clients, 
giving them direct access to our 
portfolio management and advisory 
Services 

If you want the global resources of a 
leading Swiss bank combined with 
personal attention at every level. call 
on UBS. 

International banking is our business 
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Part-time employment 


: 28 % of total employment 
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` Cyclical booms and troughs come and go, 


but changes in the underlying structure of 


: the world’s mature economies mostly 


chappen.only gradually. 
.. 1973, the year of the first oil-price shock, 
. and 1981, the share of part-time employ- 
“ment in total employment increased in 
almost all the industrialised countries. 


But between 


The left-hand chart shows that the 
part-timers’ share of jobs increased in 
West Germany over that period from 

7.7% to 10.2%, in Japan from 7.9% to 

10%. and in America from 13.9% to 
14.4%. Although differences between 
national definitions of part-time work 


> make it hard to compare countries, the 


Z; trend is clear. Britain and Italy are the 


-o recession, 
o o Workers to take part-time jobs instead? 
«fso; the trend is really one of i increasing 


“only big OECD economies where the 


part-time share has not gone up. 
Have employers, in the teeth of world 
forced would-be © full-time 


disguised unemployment. Evidence is 
sparse, but in.1982 surveys in Canada 
and America found that only 25% and 
32% of part-timers wanted full-time 
jobs; in 1981, surveys in Finland and 


Australia said 20% and 15% 


Three other trends provide likelier 


pE explanations for the expansion of part- 


time work: 
@ Female employment. The centre chart 
shows that since 1973 the number of 


‘women in paid work has increased more 


rapidly than employment as a whole. 


“Between 1975 and 1982, the female la- 


same period from 86.9% 


bour-force participation rate—the pro- 
portion.of women who are in work or 


i “actively looking for a- job—increased 


from an average of 50.5%. to 55.9% in 
the OECD's seven. inajor economies. 
The male participation rate fell over the 
to.85.2%. 


Temporary- and longer-term factors go 
together to account for these shifts. 


Employment by sector 


1976 =100 Seven major OECD countries 





1975 BO a 82 


The 17!-hour week 


Most industrial countries have seen a rapid. growth of part-time employ- 
ars. Does the change signal improving labour-market 
ects of recession, or firms’ attempts to escape labour 
taxes? All three factors play their part. 


Higher rates of unemployment, making 
it harder for.somebody on the dole to 
find a new job, eventually. led some 
people to stop looking. This reduces 
„male and female participation rates 
alike. However, high unemployment has 
an offsetting effect on women. Many 


households hit. by unemployment lose » 


their principal or only breadwinner— 
usually a man; as a result, more wives 
enter the labour force to try to restore 
the household's income. Reinforcing 
this, changing social attitudes have pro- 
duced a secular trend towards greater 
numbers of women, especially married 
women, in work. 

Because many. women retain house- 
hold responsibilities, they have provided 
a growing supply of part-time labour. In 
most, countries, as a result, they have 
taken the biggest share of the new part- 
time jobs. Of the 1.2m new part-time 
jobs created in Japan between 1973 and 
1981, Im went to women; men got only 
1,000 of West Germany's 685,000 new 
part-time jobs. 

@ Jobs in services. The relative growth 
of service industries (see centre chart) 
matched this growing supply of part-time 
labour with growing demand. Much ser- 


. vice-sector employment cannot be slot- 


ted into the standard manufacturing 
mould. In retailing, for example, the 
working week is six or seven days, and 
the working day may be longer than 
eight hours—with sharp peaks calling for 
extra staff at irregular intervals, Part- 
timers give employers the flexibility they 
need to meet fluctuating patterns of 
work. 

@ Labour costs. It is often cheaper for 
an employer to hire part-time workers 
rather than a small number of full- 
timers. In 1981, unskilled women part- 
timers in Britain were paid, on average, 
92% of the hourly rate of corresponding 
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full-timers; in Japan in 1977, they. were 
paid 81%; in West Germany in 1972 (the 
most recent‘figures), 95%. =. aN 

Furthermore, the right- hand chart | 
shows that the non-wage element of 
labour costs increased during the 1970s 
in many OECD countries. This catch-all 
covers labour taxes, employers’. pension. 
contributions, holiday. and sick pay, 
benefits in. kind and ‘training costs. In 
West Germany it has grown from 35%.of 
total labour costs in 1972 to 44%: by 
1982, in Japan from 14% to 16%, ani 
America from 21% to 28%. Since. 
employers have to meet many of these 
costs only for their full-time employees, 
they have a plain and growing incentive 
to hire part-timers. 

That poses a dilemma for govern- 
ments. Many would wish to see further 
growth in the number of part-time 
jobs—some for the good reason that: 
these workers improve the efficiency and 
flexibility of the west’s new industries; 
others for the misguided reason that they - 
share the available work more equitably. 
But the higher non-wage labour costs 
which have so far encouraged the trend 
are often a main reason for the economic 
rigidities of traditional industries. 

Fringe benefits are designed to tie the 
worker to his job—witness firms which 
set qualification periods for company 
cars or subsidised loans. Company pen- 
sion schemes deter the frequent mover. 
Such bars to labour mobility reduce the 
west’s potential for economic growth: 
Moreover, fringe benefits: are almost 
always designed to reduce employees’ 
taxable income, so they narrow the tax 
base and force  incentive-destroying 
higher marginal tax rates on reported 
incomes. If part-time jobs are a good 
thing, governments should encourage 
them directly. Two examples: raise the 
ceiling of income that part-timers can 
receive before their employers have to 
pay social security contributions for 
them. And get rid of the tax breaks on 
perks that tie people to their companies 
for a 40-year stretch. 












































eac 
drew up in March. The government's 
delay was understandable: Mr Fabius was 
a bind. Provision of the cash to enable 
Mr Pineau-Valencienne to restructure 
Creusot-Loire would mean pouring mon- 
zey into a private firm without any guaran- 
: tee that this would be the last rescue. 
With President Mitterrand insisting 
-that the budget deficit be held down and 
“taxes cut, Mr Fabius has no desire to hand 
out money to the private sector. On the 
other hand, Creusot-Loire employs 
30,000 people and kéeps an army of 
subcontractors alive. Such considerations 
weigh heavily with a government deeply 
worried about rising unemployment. 

The government told Schneider that, if 
the state banks were going to help Creu- 
sot-Loire, Schneider had to put up 
‘FFr800m itself. Schneider insisted that 
there was no question of doing that. The 
government said FFr500m could be 
= loaned by state banks. Mr Pineau-Valen- 
cienne protested that he was.not going to 
take on more debts. As for moving mon- 
ey from other ‘parts of the Schneider 
“empire, he says that would be like a 
grandmother dipping into her niece’s 
purse’ to give a present to her grand- 





Turkey is struggling. A tight monetary 
and fiscal policy reduced its external 
deficit between 1980 and 1982, reduced 
the inflation rate from 94% to 30%, and 
reversed 1980's fall in real gnp. When, 
last year, this improvement looked like 
slipping, the newly-elected civilian gov- 
ernment announced plans for refur- 
bished austerity. But no sooner had the 
OECD cautiously applauded this in its 
annual survey published this month, 
than the government this week declared 
an increase of TL795 billion ($2.2 bil- 
lion) in its spending plans for 1984. 

That rise in the budget, equivalent to 
27% of the-earlier spending total, will be 
spent mainly on unforeseen debt servic- 
ing. The government says that it also 
needs to spend more than it thought on 
civil servants’ wages. It plans to pay for 
this by a vague. mixture of higher taxes 
and higher domestic borrowing. These 
changes are giving the OECD the willies 
because in its report it noted: 

@ The imbalance between monetary and 
fiscal policy. The government is stuck 
with pre-election promises to lower some 
taxes, and to cut import duties and 
levies. It argues (rightly) that this will 
improve the. use of resources; but the 
commitments would have. made it hard 
to achieve the hoped-for reductions in 
the budget deficit, even before the latest 
revisions. As monetary policy ought to 
be geared to controlling inflation, the 
mixture of heavy public borrowing and a 


to the reorganisation plan he ~ daughter. 





The government had another sugges- 
tion: that a group of nationalised banks 
and companies take a stake in one of the 
group holding companies, Jeumont-In- 
dustrie. Schneider did not object in prin- 
ciple. The state bank, Paribas, has 11.6% 
of the main Schneider holding company. 
But Mr Pineau-Valencienne laid down 
conditions: the new shareholders must 
take a minority stake, they must put 
FFr720m into. Creusot-Loire and Mr Fa- 
bius must accept the restructuring plan, 
including its financial provisions. 

The government did not like the sound 
of any of that. It wants the public-sector 
investing group, led by the Indo-Suez 
bank, to take control of Jeumont-Indus- 
trie. This would make it the biggest single 
shareholder in Creusot-Loire’s direct par- 
ent. For the government, this appears a 
logical counterpart to the help Creusot- 
Loire wants. For Mr _ Pineau-Valen- 
cienne, it is all part of a sinister plot aimed 
at presenting back-door nationalisation as 
the only way of saving the firm. 

The stand-off between the two sides 
made it inevitable that Creusot-Loire 
would apply to be taken into receivership. 
If the Paris commercial court refuses the 











































Awkward for Ozal 


~ 


tightening of the current credit squeeze 
could hit the growth-creating bits of 
industry hardest. 

@ Inflationary expectations. The right- 
hand chart shows that the year-on-year 
inflation rate fell slightly from 33%. in 
1982 to 30% in 1983. But that average 
conceals a new upward trend: price rises 
began to accelerate in the closing months 
of last year. To reflect that, the OECD's 
(now-outdated) forecast predicted an in- 
crease in the year-on-year rate to 38% in 
1984. Further slippage on fiscal policy, if 
combined. with bigger-than-expected pay 
rises for public-sector workers, could 
convince firms and their workers that 


progress in cutting inflation has 
Turkey: 
8 FORECASTS: 
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applic 
likely to resign and. leave a liquidator to 
sell off the company. If a receiver is 
appointed, Mr Pineau-Valencienne reck- 
ons Creusot-Loire can be turned round by 
concentrating on its energy, weapons and 
steel-equipment divisions, getting state 
subsidies for its steel branch and pulling 
out of its American subsidiary, Phoenix 
Steel. 

Creusot-Loire will have to move fast. 
Since it applied for protection from its 
creditors in April it has lost business 
worth FFr450m because its customers 
worry about whether it will be able to 
carry through contracts. 


Massey-Ferguson 


Reaping profits 


TORONTO. 


Massey-Ferguson,. the. “Cañadian-head- 
quartered farm-machinery maker, has got 
itself out of a ditch. Close to bankruptcy 
until it was rescued by four governments 
and over 200 banks last year, the compa- 
ny made a small profit of $2.4m in the 
three months to April 30th, its first quar- 


stopped—and make higher inflation self- 
fulfilling. 

The architect of Turkey’s economic 
policy, Mr Turgut. Ozal, knows this. It 
was he, as head of the state planning 
organisation in 1980, who first intro- 
duced the plan for economic liberalisa- 
tion. Mr Ozal pruned the public sector, 
forced state-owned enterprises to be 
more efficient, raised exports and re- 
stored real growth. Turkey became cre- 
ditworthy.. Commercial lending gradual- 
ly displaced official balance-of-payments 
support from. other OECD countries. 

After his election as prime minister 
last December, Mr Ozal signalled his 
determination to reduce further the role 
of the state by closing down eight of the 
21 ministries his administration inherit- 
ed. The new budget is a setback for him. 


% change on previous year 





The bailed-out bales 


terly profit in four years. 

Even a tiny quarterly profit is a big 
achievement for a company that has lost 
almost $1 billion since 1980, What makes 
the turnaround more remarkable is 
that—unlike Chrysler, the American cor- 
porate Lazarus—Massey-Ferguson faces 
weaker markets now than when its trou- 
bles began. Worldwide tractor sales have 
fallen by 5% in the past year and by more 
than a third since 1976. Sales of combine 
harvesters, another big part of its busi- 
ness, have slumped by more than 50%. 
Slack capital spending during the reces- 
sion has also hit demand for diesel en- 
gines, the third of Massey-Ferguson’s 
main business segments. 

Survival has thus meant contraction. 
Sales are now running at less than half 
their level in 1980. The group has sold or 
closed 15 plants. A construction-machin- 
ery business has been flogged off (to West 
Germany’s IBH, of all people), and Mas- 
sey-Ferguson has stopped making snow- 
mobiles and office furniture. Its work- 
force has been cut from a peak of 68,000 
in 1976 to 27,600. 

Good luck has also played a part. 
Greater emphasis on European produc- 
tion, mainly in Britain, West Germany, 
France and Italy, has coincided with a 
strengthening American dollar. The com- 
parative weakness of European curren- 
cies has helped Massey-Ferguson’s Euro- 
pean plants gain market share in the 
United States by cutting prices and still 
make a profit. 

Much of the future growth of sales is 
likely to come from the third world, 
which already contributes nearly 25% of 
Massey’s revenues. To boost sales in 
countries short of foreign exchange, the 
group has set up a barter division. Mas- 
sey-Ferguson recently accepted copper 
from Zambia in exchange for 22 tractors. . 

The company is preparing for better 


THE ECONOMIST JUNE 16, 1984 





times ahead. Earlier this year, it made its 
first acquisition in a decade, buying Rolls- 
Royce’s diesel-engine business from the 
Vickers engineering group. The addition 


of heavy-duty Rolls-Royce engines to the ` 


Perkins range gives Massey-Ferguson ac- 
cess for the first time to several sizeable 
markets, including those for heavy lor- 
ries, high-volume power generators and a 
wider range of military vehicles. 
Massey-Ferguson still has a long way to 
go, though. Sales of small tractors have 
picked up slightly in North America dur- 
ing the past four months, but the market 


Hard furrows ahead 


Massey-Ferguson 
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by product by country 


r~~ Tractors 43:3% 
E ~ Harvesters 


J~ Industrial 
machines 
34% 

Other 21-3% 





+ Change inyear-end 


WORLD BUSINESS 
for larger tractors and combine harvesters 
remains depressed. Dealers’ stocks are 
bulging. Although good harvests are ex- 
pected this year, Massey-Ferguson is wor- 


ried that North American farmers will 
hold back on equipment purchases be- 


cause of fears that incomes will ‘be | 


t 


squeezed by lower commodity prices. 

Massey-Ferguson’s chairman, Mr Vic- 
tor Rice, told shareholders last month 
that he could not promise to post either 
an interim or full-year profit. Creditors, 
too, have had a warning that the company 
may not be able to meet all the terms of 


rescheduling. agreements signed in 
March, 1983. 
First Pacific 


Liembered up 
and raring to go 


From banks to coffee, and now to oil. 
Even by the standards of Asia, the First 
Pacific group has grown at an astonishing 
pace. It started out in 1979 as a control- 


ling stake in a small Hongkong deposit- , 


taking company. Now it is an Asian 
multinational, with assets that range from 
the Hibernia bank, California’s 12th big- 
gest, to an interest in Hagmeyer, the 
Dutch trading company. Behind it all lies 
the wealth of an Indonesian industrialist, 


Mr Liem Sioe Liong, an ethnic Chinese _ 


whose Indonesianised name is Mr Soe- 
dono Salim. His Indonesian businesses 
alone are said to be worth $2 billion. 

First Pacific’s latest foray has left its 
shareholders more bemused than before. 


In a typically bewildering reshuffle of its — 


assets, the company has launched a series 
of deals that will in the end give it (and 
existing shareholders) a stake in a new 
company called Sambor—the first listed 
company in Hongkong to hold a tempting 
share of drilling rights for oil concessions 
in China’s Pearl River estuary. Along 
with such oil giants as Total, Elf Aqui- 
taine and Japan’s Beibu Offshore Oil 
Development company, Sambor will 
have a slice of any action in the Gulf of 
Bohai. Sambor is to get the oil conces- 
sions through a share-swap offer with 
Malaysia’s construction and oil-services 
group, Promet (the rump of the one-time 
Malaysian interests of the British con- 
struction company Bovis). 

The spark for First Pacific’s explosive 
growth was the decision in the late 1970s 
of Mr Liem and his well-connected chums 
(known in Hongkong as the Liem inves- 
tors) to spread their net outside Indone- 
sia, Though he has been friendly with 
Indonesia’s President Suharto since he 
helped supply arms, food and medicines 
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for independence against the Dutch, Mr 
‘Liem has sought to channel outside Indo- 
-nesia the profits he has made from trading 
in-cloves, flour, textiles and cement. His 
aim: to diversify into consumer products 
-and finance. Hence the purchase in 1979 
of a stake in the Hongkong deposit-taking 
company Overseas Union Finance. 

Two years later, Mr Liem and his son 
Anthony decided to expand their opera- 
tions. They did this together with Mr 
_Djuhar Sutanto, a partner. of theirs, his 
“son Tedy and others who included Mr 
‘Sudiwikatmono, a half brother to Presi- 
dent Suharto. In quick succession came’a 
series of deals that gave the group control 
of a dormant property company in Hong- 
“kong (later turned into First Pacific Hold- 
ings); a shell company managed by the 
merchant bank Jardine: Fleming (later 
turned into First: Pacific International); 
and a 68% (now 99.7%) stake in. Califor- 
-nia’s Hibernia bank—best known for the 
‘part it played in Miss Patty Hearst’s 
: temporary’ transition from rich newspaper 


A spy-catcher on 


How long before leading. companies, 
i particular y those working at the fron- 
tiers of knowledge, set up counter-intel- 
ligence departments? The theft of trade 
secrets now costs some firms as dearly as 
more commonplace dishonesty like em- 
ployees cooking the books, fiddling their 
` expenses or pinching stock. 

At present the rewards of commercial 
spying so outweigh the. risks. that tne 
unscrupulous çan rationalise such activi- 
ity as. the most cost-effective. form of 

R&D. The secrets are often worth mil- 
_- lions, yet even if the employee-spy is 
y caught he is unlikely to suffer anything 
“worse than the sack. Companies are loth 
|. to expose themselves to the public èm- 

: , barrassment of a court case. 



























|- -two American business-school academ- 
«des, Professor Richard Eells of Columbia 
< “and Mr Richard Nehemikis of the Uni- 
versity of California at Los Angeles, 
note in a systematic examination of the 
~~ subject’. Foreign devils eai impe- 
“fal China's secrets of silk and porcelain 
‘manufacture. Secrets. of steelmaking 
were stolen. by the: German Alfred 
Krupp from Britain. Many. competitors 
: -pirated Charles Goodyear's basic patent 
for vulcanisation and Rudolf Diesel’s car 
engine. But the odds in favour of indus- 
~- triat thieves have increased as the re- 
wards and their equipment have 
mee 






















“Corporate Intelligence and Espionage: A 
Blue rint for Executive Decision Making 

ichard. Eells-and Peter Nehemikis. 
aa New York. $17.50. 


‘their struggle 


Industrial espionage is nothing new, as ` 


ei ress to street vigilante, 


key to future growth. Under the guidance 
of its new chairman and chief executive, 


_Mr Carl Gustavson, who was formerly: 
with Chase Manhattan, the bank hás- 
moved.from a loss of $13m in 1982 to ` 
earnings of $4m in 1983. Important, too, ` 


is the ability of First Pacific Finance to 
maintain its momentum. In 1983, it made 
net profits. before extraordinaries | of 
$2.4m; 40% of this was earned in fees, 
most of it from finance work within the 
group—the sort of benefit from: combin- 


ing trading and credit skills that Japan's ` 


integrated trading groups enjoy and that 
Mr Liem wants to emulate. 


So: far, First. Pacific has avoided the’ 


problems of other Hongkong high-fliers 


whose over-involvement in the colony’s ` 


property boom caused them to. collapse 
under a pile of debts. It has also resisted 


the temptation to inject privately-owned 


assets into the publicly-owned companies 


-at inflated prices. But can it keep going so 


fast without skidding? 


‘It is the Hibernia bank that holds the oad 


The Pittsburgh 









“NEWYORK 


America’ S  steelmakers are better at polic- 





‘On June 12th, their campaign for protec- 
‘tion moved forward when the Interna- 
tional Trade Commission (ITC) ruled 
‘that imports were hurting the industry. 
The ITC must decide on remedies before 
August: President Reagan then has two 
months to act on its decision. 

Imported ‘steel has taken 26% of the’ 
American market so far this year, up 
from 20% in 1983. Bethlehem Steel and 
the United Steelworkers: of American 
want the ITC to impose quotas restricting: 
imports to 15% of the market for five 
years: Other steelmakers agree, though 
they were lying low when the case went ta. 
the ME thie this year partly because 









the payroll? 


Aerial photogra hers were hired to 
photograph an unfinished, and roofless, 
methanol plant that Du Pont was build- 
ing in Texas. Wanting to keep the pro- 
cess secret, the company had not filed 


fora patent. When the spy aircraft flew 
overhead, Du Pont feared that by. an 
analysis of the plant’s layout—a kind of © 
“reverse. engineering”—its rivals could - 
work out the secret formula for making 
an alcohol derivative. 
The aerial photographers ¥ were defi- 





ant. They refused to name. their client 
and argued that as the air space was 
“public airspace” they were free tò take 
the photographs. In ruling for Du Pont, 
a judge for the United States Court of 
Appeals ‘sitting in New Orleans said: 
“This is a case of industrial espionage in 
which an aeroplane is the cloak and a 
camera the dagger.” i 

A pensioner-spy at Dow Chemical’s 
Italian subsidiary was as shameless. ° 
Making a farewell visit to the laboratory 
where he had been employed, he acci- 
dentally-on-purpose dropped ‘his hand- 
kerchief into a fermentation yat.. Re- 


l for theft. But many, especially in high- 


‘this by taking. former employees. to 


trieving it, he walked away with the « 
trade secrets for producing Rifampicin, ` 
an anti-tuberculosis: drug. The handker- 
chief had sopped up a sample of the 
bacteria used to produce the: antibiotic. 
Through a ‘Swiss intermediary, he found 
a ready buyer in South Korea. -` 

Remember those arrests in 1982 by > 
FBI special agents of employees of Hita- 
chi and Mitsubishi.on charges of buying «| 
secret data stolen from IBM? Although © | 
most attention has been paid to the theft 
of proprietary information by commu- 
nist countries; say Mr. Eells and Mr 
Nehemikis, ‘J apanese firms. are as much 
a threat as the Soviets”. 

Only a minority of competitors go in 









tech businesses; take advantage of em- 
ployee turnover to find out what a rival 
isor- is ‘not—doing. Some. computer 
companies, led by IBM, are countering . 


court... Microcomputer Systems was 
awarded. a $2m judgment against two 
former employees who had set up a 
competing firm. Fairchild Camera ob- 
tained a temporary restraining order 
against a rival that had sought to hire an 
engineer, with knowledge of Fairchild’s 
patents. 

Other companies seek to plug the 
leaks by having e mployees sign agree- 
ments to keep confidential any knowl- 
edge gained on the job. In the van: is 
Intel. It was started by f former employees: 
of Fairchild Camera, itself a spin-off, 
from the Shockley Semiconductor Lab- 
oratories. Mr Eells and Mr Nehemkisi 
quote its general counsel as saying that ~ 
the golden rule of trade secrets isi 
“Don't let your employees do to: you 
what you did to your former boss”. ; 
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East Fund tanuéed s io 
incorporated in Guernsey and will be 
` listed on the London Stock Exchange. ktos 
will operate in a similar way to a unit = — ] 
-trust and will be advised by Framlington e 

l Unit Management Limited. - 


c opie of he prospectus are available fom 
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ey wanted government permission for 


Krade Commission (FTC) agreed to let 
he Japanese steelmaker Nippon Kokan 
Juy half of National Steel for $292m. 

The Reagan administration says it dis- 
@akes quotas, which the FTC reckons 
sould raise the cost of consumer durables 
America by $770m a year. But the steel 
dustry timed its case so that President 
Xeagan would have to decide just before 
he November election. The steel indus- 










ning. 





„Aost western European petrochemical 
ompanies reckon that they are better 
| orepared for the next downturn than they 
iwere for the last because they have shut 
plant. But non-Europeans will glut their 
markets. By the end of this year, Middle 
astern: producers will start exporting 
heap plastic to western Europe and third 
wmarkets. When (if) the dollar’ weakens 
iagain, American producers are likely to 
begain sales lost to west Europeans, par- 
‘acularly in Asia where American exports 
sell by 58% last year. And the supply of 
weedstock will rise in Europe itself when a 
tig ethylene plant at Mossmorran in Scot- 
sand is completed in mid-1985. 
_ In. consequence,’ things could begin 
pine wore soon, possibly as:early as 
he late summer (usually a slack trading 
period):. In-house economists are point- 
ing to the industry's history. Demand last 
sell sharply in early 1980, the start of the 
turrent five-year business cycle. Chemi- 
tal companies were slow to move then, 
and they do not look like acting any more 
wisely this time. _ 
_ They have made money on virtually all 
alastics in the first quarter of this year and 
tave been behaving as if the boom was 
vermanent. The chances are that chemi- 
tals makers will continue to work plants 
Jat out even if-a-cyclical downturn in 
lemand is heralded, first, by customers 
‘easing to build-up their stocks and then, 
is prices soften, actually running down 
itocks. That could mean the companies 
hemselves will have bloated stocks by the 
ind of the European summer and, if 
wecedent. is any guide, will then be 
empted to sell petrochemicals cheap to 
wing those-stocks lower, Already chemi- 
al companies are finding it hard to push 
hrough price rises on some bulk chemi- 
als (which rose by up to 20% last year). _ l 
Since 1980, petrochemical producers 









g mergers. This week, the Federal 


Nest European petrochemicals 


Bad times just around the corner 


Vestern Europe’s chemical industry is heading for the next recession. 
f the recovery being cut short as the customers who turn its plastics into bags and 
uckets begin to go slow on orders because their own confidence in continued recovery is 


try is also pushing for quotas in con gress. 

Much. of :the increase in steel imports 
this year comes from developing coun- 
tries: European and Japanese steel- 
makers have their own “voluntary” re- 
straints. The ITC has already ruled that 
Brazil is dumping subsidised steel in 
America. South Africa has “volun- 
teered”’ to curb its steel sales in America 
and the administration is now trying to 
browbeat Argentina, Mexico and South 
Korea into doing the same. 





It now sees signs 


Still a plant too many 


have shut some 15% of western Europe’s 
capacity. Twenty plants making ethylene, 
the petrochemical industry’s raw material 
for making plastics, have been shut, tak- 
ing 3.4m tonnes a year out of the 16.5m 
tonnes annual capacity then existing. 
American companies pulled out of Eu- 
rope during the recession. West German 
ones closed several loss-making plants. 
Governments made state-owned oil com- 
panies take over loss-making petrochemi- 
cal plants in France and Italy, where some 
of these plants have since been shut. 
Some companies—ICI and BP among 
them-—agreed to exchange product lines; 
portfolio-swapping in the jargon. “Toll-- 
processing” has been another choice. 
Low-cost producers, such as Dow Chemi- 
cal with ethylene, have tried to sell their 


_bulk chemicals to high-cost rivals. Eco- 


nomic Darwinism, the survival of the 
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fittest, is the result. In 1980, there were 29. 
manufacturers of pvc, Now there are 17, 
Predictably, rationalisation came to a: 
halt when demand picked up last. year.» 
Companies hate to close busy plants, 
especially when these plants supply feed- 
stock to downstream plants on the same 
site. But more closures will sure! 
come when demand falls and ne 




































ene, ethylene glycol (antifreeze). 
linear low-density polyethylene: (Ik 
which makes such things as 
more cheaply, are expected to come ‘on 
stream in late 1984 and. 19 oth Saudi 
Basic Industries Corporation (Sabic) and 
its western joint-venture partners chas 
Mobil, are setting up offices to mark 
these new exports. About a third of. 
production in the Middle Eas 
marked for western European amoun 
equivalent to about 5% of current de 
mand in western Europe. Another: 
of the production: is destined for 
markets which are big export ma 
European producers, E 
Western European producers are wi 
ried that the new Middle East indus 


































their Jubail plant. 

Western European chemicals makers 

still want Sabic to sell through the 
Discussions with Sabic have been held by — 
several European companies that are: be- 
ing forced to cut their own bulk-chemicals 
production and are losing market share. 
Others may be interested in buying from 
the Saudis, including 15 Japanese sales 
managers who went to Saudi Arabia last 
month. But only Brenntag, a small West 
German chemicals trader, seems to have 
struck a deal so far. 
@ Mossmorran. The 500,000-tonne ethy- 
lene plant being built by Esso and Shell 
(with the help of tax breaks from the 
British government) to use cheap North 
Sea ethane should be on stream by the 
end of 1985. Shell has already built the 
gas separators that will filter out the: 
ethane which the plant will use. It is about 
to sign a deal that will give Mossmorran 
access to distribution pipelines that join 
BP’s Grangemouth and ICTs Wilton 
plants with Shell's Stanlow and nearby 
Carrington plants. A pipeline joining 
Scotland’s Mossmorran with Grange- 
mouth, also in Scotland, should be com- 
pleted by Shell in 1985. 

Neither Shell nor Esso really needs 
another huge ethylene plant, which will 
add to the industry’s overcapacity. Rivals’ 
hopes that the companies might shut 
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other sites when. Mossmorran comes into 
Operation look like béing dashed. Esso 
has no plans to close: plant and talks of 
shipping its ethylene to Antwerp, where 
there is a terminal of the trans-European 
ethylene pipeline. Shell may shut one old 
ethylene cracker at Carrington, though 
all the plants at Carrington could go if the 
site, which only recently moved into prof- 
it, starts losing money again. Shell will 
use its Mossmorran ethylene to make 
~ either polyethylene at Carrington or 
(more likely) higher olefins (used for 
detergents) at Staniow, where it has re- 
cently invested £100m. 

@ The Americans. Some American 
chemicals firms, keen to sell overseas, are 
: setting up their stalls in Europe again. 
© Last year, Hercules established a poly- 
propylene joint venture with Italian Mon- 
tedison. In March, Arco agreed to take 
over the polystyrene interests of Arra- 
“hona, a Spanish family concern. In April, 
Huntsman acquired a polystyrene plant 
from Shell at its Carrington site (this will 
snot affect any decision on the closure of 
: Carrington). Allied Corporation is gear- 
ing up to expand into Europe too. 































stil more cuts to come 
dustry insiders reckon that western. Eu- 
‘rope needs to reduce its petrochemical 
capacity by 10-20% to accommodate the 
cyclical downturn in demand and make 
room for the new plants. Part of the gains 
* from earlier closures has been lost be- 
cause firms are working their surviving 
plant more efficiently. 

A second round of plant closures and 
redundancies will be harder to push 
through. Though the chemical industry is 
capital-intensive rather than labour-in- 
“tensive, -more sackings will stiffen the 
resistance of the unions. The cuts made so 
far have been fairly painless. Ethylene 
closures. were made in complexes where 
there was more than one ethylene plant, 
< so companies still have their own raw- 









Plant closures 
Jan, 1980- June, 1984 
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The plastic recovery western European petrochemicals 







Japanese chemicals companies are pessi- 
mists, too. Last autumn, Japanese do- 
mestic demand rocketed and import 
pressure eased, pulling the 19 main 
chemicals makers back into handsome 
profit. Now demand is levelling off, and 
two threats loom: a resumption of Amer- 
ican exports to Asia, and, from next 
year, the new output from Saudi Arabia. 
Japan’s ethylene output in the first 
quarter of this year was 1.1m tonnes, 
33% higher than a year earlier and close 
to the industry’s best times in 1973-74 
and 1979-80. In March, 1983, Japanese 
producers were using only 47% of their 
ethylene capacity. By January, 1984, it 
was 77% (of reduced capacity). Plastics 
and ethylene derivatives have enjoyed a 
similar boom, leaving only methanol 
behind. Prices have fallen, but so have 
feedstock costs, thanks to cheaper oil. 
Why the boom? Faster economic 




















a slightly stronger yen have played a 


material supply. Most of the possible 
specialisation has already been done. 

Companies such as BP, which are keen 
to carry out further portfolio swaps to 
increase market share in polyethylene, 
might meet resistance from the EEC 
commission. In 1982, the industry was 
allowed to rationalise in concert because 
EEC rules allow such co-operation to 
heip return a loss-making industry to 
profit. But petrochemicals firms are now, 
at worst, breaking even, so the commis- 
sion may change its view—especially as it 
suspects the firms of price collusion. 

At the end of 1983, Brussels gumshoes 
raided the offices of leading polypropylene 
producers for evidence of a price-fixing 
cartel, Last week, the EEC commission 
served statements of objection on 15 
companies, the next step in deciding 
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Japanese Jeremiahs — 


growth in Japan, rebuilding of stocks and. 


LDPE Low-density polyethylene HDPE High-density polyethylene l 
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part; so have lower exports by American 
chemicals firms preoccupied with their 
strong home market. American exports 
of low-density polyethylene to Japan fell 
by 30.6% in 1983 against 1982. 

Last year, shepherded by the ministry 
of international trade and industry 
(Miti), the 19 Japanese firms re-organ- 
ised themselves into just four joint sales 

companies. Last September, they agreed 
on capacity cuts of up to 36%, About 
two thirds of the cuts have already been 
made, and the rest will be by March, 
1985. No more reductions are planned, | 
but the joint sales firms are to continue. | 

Longer term, Saudi competition is the 
biggest worry. Shell, Mobil and-Exxon 
have already started soliciting Japanese... 
orders for the Middle Eastern chemicals, 
they will start producing with the Saudis 
next year. This will probably depress 
prices well before the first delivery, be- 
cause customers will delay purchases 
hoping prices will drop. 















whether to fine the companies for ru nninga 
cling-film cartel. But the commission is 
especially interested in the four. market 
leaders—ICI, Royal Dutch/Shell, Hoechst 
and the Hercules, Montedison joint ven- 
ture Himont—which together have at least 
50% of the European market. 

If the commission gets its way, compe: 
tition will become less inhibited between 
the European ‘producers. The winners 
will be those who. become low-cost pro- 
ducers through higher productivity and 
by securing the cheapest feedstocks. 
About 70% of the..price of plastic is 
accounted for by feedstocks. Shell, ICI 
and Dow Chemical have, jazzed up their 
ethylene crackers.so they can. use more 
than one type of feedstock (see chart 
below) to:take advantage’ of fluctuations 
in the prices of the feedstocks. « 



















L Liquid petroleum 
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In 1983 a key question became increasingly 
Familiar. Against a background of growth, already 
marked in the US but still fragile elsewhere, what 
imight be the appropriate strategy for economic re- 
icovery after the recession? 

Recession or no recession, companies contin- 
ually face the need to switch to new manufacturing 
Strategies or even new industries in order to stay ahead 
of competition. But now management has a real oppor- 
tunity to manage. High technology and advanced 
marketing offer the chance of greater differentiation . 
of products and services. ite 
PA's strategy of selectivity and synergy-acon- mmama Your competitive advantage. sisi 
centration on core consultancies and the development Please send me a copy of the PA Annual Review 
of new services-is designed to help client companies Name 
across the globe cope with the rapidly changing busi- 
ness environment of the 1980's, Address 


Our mission is to support industry and com- 


















merce in creating wealth and improving living standards Postcode 
by helping enterprises achieve competitive advantage. 





To Chris Geckeler PA Consulting Services 150 Albert Road South Melbourne Victoria 3205 
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FINANCE 


The bigger splash from Saul 
Steinberg’s dive into Disney 


Nothing has damaged Walt Disney as 
much as this week’s success. Although the 
inventor of Mickey Mouse and the owner 
of Disneyland, Disney World, Epcot and 
other amusement parks succeeded in 
fending off a teasing takeover bid from 
Mr Saul Steinberg’s Reliance Financial 
Services group, the affair has shown yet 
again that something is seriously wrong 
with American corporate takeovers. Dis- 


Take the money and swim 


ney’s management and board have shak- 
en off Mr Steinberg’s promised proxy 
fight that threatened to remove them. 
Fortunes have been made from the failed 
bid. The losers are Disney’s ordinary 
shareholders and the company itself. 

The biggest fortune has been made by 
Mr Steinberg, best known in America as 
the man who tried in 1969 (at the age of 
29) to take over New York’s Chemical 
Bank and in Britain for his struggle with 
Mr Robert Maxwell for control of Perga- 
mon Press. On Monday, June 11th, Walt 
Disney announced that it had agreed to 
pay $297.4m, or $70.83 a share, for Mr 
Steinberg’s 11.1% holding. Mr Steinberg 
walked away with a $31.7m profit on his 
Disney shares plus $28m for his expenses 
in the fight for Disney. In return he 
promised that he would not buy Disney 
stock for 10 years. As late as the previous 
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Friday, a spokesman had quoted Mr 
Steinberg as saying that he did not have 
“the intention, plan or expectation” of 
selling his shares back to Disney. 

Disney will be left with debts of 
around $960m and a debt/equity ratio 
of almost one to one—a level that Mr 
Roy Disney, the late Walt Disney’s 
nephew, is unhappy about. Mr Disney 
has a 5% stake in the company and 


said this week that he would increase it. 
The company’s debts have risen from 
only $430m before Mr Steinberg began 
to take an interest in it. 

Disney struggled to head him off by 
buying the property company Arvida for 
$200m from the Bass brothers of Texas 
and proposing to buy the Gibson Greet- 
ing Cards company for $310m. Stockbro- 
kers’ analysts say that Disney’s debt bur- 
den will slow its future development in 
films (its latest release, “Splash”, about a 
mermaid in New York, is a big hit); in its 
cable television subsidiary; and in its 
amusement parks, although the contract 
for the first park in Europe is believed to 
have been signed already. 

On Mr Steinberg’s retreat, the stock- 
market gave Walt Disney a Bronx cheer. 
In the first three days of this week, the 
company’s share price fell from $65) to 


$49 in hectic trading. Most of the fall 
came on Monday, June 11th. The shares 
plunged $10% on over-the-counter trading 
on the west coast and in the 49 minutes 
before the New York Stock Exchange 
closed, All that fall came before the 
company had announced its agreement to 
buy back Mr Steinberg’s stake. Some- 
body, somewhere, seems to have heard 
about the outcome in advance of Disney’s 
announcement. Although the Disney 
board agreed to buy Mr Steinberg off on 
the evening of Sunday, June 10th, it 
decided (for some as-yet-unexplained 
reason) to say nothing about it until late 
on the Monday afternoon. 

If insiders made a killing on the Disney 
deal, so did some outsiders. The company 
took Mr Steinberg’s approaches seriously 
when his $67.50 a share bid for 37.9% of 
the company on June 8th (to be raised to 
$72.50 if Disney dropped its plan to buy 
Gibson Greeting Cards) named Mr Kirk 
Kerkorian, who controls the MGM/Unit- 
ed Artists entertainment empire, and 
Fisher Financial, a New York property 
company, as part of his takeover group. 
Together they would have torn Disney 
apart. Mr Kerkorian would have had an 
option to buy all Disney’s movies for 
$447.5m, and the Fisher group would 
have had exclusive rights for 10 years to 
buy land near Disney's parks on which to 
build hotels. Neither owns any Walt Dis- 
ney stock. For lending their names to Mr 
Steinberg, each is to receive $750,000. 

This is not the first time that Mr 
Steinberg has successfully “greenmailed” 
companies into buying back his shares at 
a profit. In March, he made $10.5m by 
selling shares back to the Quaker State 
Oil Refining company. 


Grindlays/ANZ 


The white men’s 
burden 


MELBOURNE AND LONDON 


The Australia and New Zealand Banking 
Group (ANZ) this week offered £182m 
($255m) for Britain’s Grindlays Bank, 
which was reared in elephant country in 
the imperial parts of India and Africa. 
After all the years of dithering over 
Grindlays’ future, this alliance seems to 
have left all parties happy: ANZ, three 
times Grindlays” size, is pleased with its 
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Happy family 
ANZ Bank 
Years ending Sept 30th 


Total assets» 


4 Earnings per 
share 
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1979 8o ' 





EEN Grindlays Bank 


Years ending Dec 31st 


«Total assets 


» Excluding special items 


international expansion; Grindlays is 
pleased to be the international arm of a 
profitable bank; and Citibank, which 
owns 48.6% of Grindlays, is happy to be 
rid of an awkward investment, 

ANZ sees Grindlays as one answer to 
increased competition in Australia, 
where foreign banks are edging into what 
has been a tightly protected market. “It 
seemed sensible”, said ANZ’s chairman, 
Sir William Vines, this week, “that we 
should equip ourselves to give the kind of 
worldwide service to our customers in 
Australia that only a handful of banks in 
the world can give.” 

The two businesses fit neatly; 80% of 
ANZ’s assets are in Australia and New 
Zealand, while Grindlays is the biggest 
foreign bank in India and has a network 
in Europe, the Middle East and Africa. 
ANZ is paying a handsome price for this 
neatness. The deal values Grindlays at 
14% above its end-1983 book value at a 
time when most British bank shares are 
selling at about 50% below. The price of 
275p per share compares with a market 
value of 170p the day before the 
announcement. 

Grindlays’ recent performance does lit- 
tle to justify such a fancy rating. Its most 
profitable business, in India, has been 
subject to high taxes from which it is 
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unable to shelter its income. It has taken 
knocks from over-enthusiastic lending to 
shipping and in the Middle East. 

The bank has been off-colour since it 
was rescued in 1975 by Lloyds Bank and 
Citibank after clumsy dabbling in the 
property market. Ex-Citiman Mr Bob 
Logan, as chief executive, has recently 
been trying to put some life into it. The 
bank’s Hongkong subsidiary has been 
sold and loan-loss provisions ‘of £40m 
have been set aside in the past two years. 

Lloyds Bank (which owns 21.3% of 
Grindlays) agreed to the ANZ offer with 
as much alacrity as Citibank. With £39m 
from the sale, Lloyds could now be able 
to buy out the Royal Bank of Scotland's 
minority stake in the finance house 
Lloyds and Scottish. 

That, argue some, will open the way for 
a (probably foreign) bid for the Royal 
Bank itself, a wallflower ever since ad- 
vances by the Hongkong and Shanghai 
Bank and Standard Chartered were re- 
jected in 1981 by Britain’s monopolies 
and mergers commission. 


Farewell, Fritz 


The best-known Swiss outside Switzer- 
land—Mr Fritz Leutwiler, for 10 years 
president of the Swiss National Bank and 
steadfast fighter against inflation—is to 
retire in December, five years before the 
job’s mandatory retirement age of 65. 
Mr Leutwiler, whose craggy face evokes 
the Matterhorn more than the Bahnhof- 
strasse, does not seem ready for a rock- 
ing chair. His hobby, collecting antiquar- 
ian books (he owns a rare first edition of 
Adam Smith’s “The Wealth of Na- 
tions”), is unlikely to take up all his time. 
Rumours that he is to become chairman 
of the engineering company Brown Bo- 
veri, based in his home town of Baden, 
have been neither confirmed nor denied. 
So far Mr Leutwiler has said little more 
than that he will not work for a bank nor 
will he take up a full-time job. 

His most likely successor at the Swiss 
National Bank is the 62-year-old Mr 
Pierre Languetin. Along with Mr 
Leutwiler and Mr Markus Lusser, he 
makes up the bank's three-man top exec- 
utive committee. If he is promoted, he 
will be the first president ever from 
French-speaking Switzerland which, de- 
spite Geneva’s coterie of private banks, 
still stands in Zurich’s banking shadow. 

Mr Leutwiler has said that he will also 
give up his posts as president and chair- 
man of the Bank for International Settle- 
ments, the central bankers’ club. Mr 
Leutwiler's departure from the BIS 
leaves only.one board member with 
more than 10 years’ service, Lord Rich- 
ardson, the former governor of the Bank 
of England. 


Zanussi 


The appliance of 
defiance 


MILAN 


Zanussi, the fridge-to-television maker 
which advertises itself in Britain as the 
appliance of science, has for years had a 
balance sheet that defied even Italy’s laws 
of financial gravity. No longer. A fort- 
night ago, Zanussi’s Italian bankers 
agreed to a temporary suspension on the 
company’s debt repayments. On Mon- 
day, June 11th, they had to wrap up an 
$18m package to help the company meet 
a $28m repayment due to foreign credi- 
tors on June 19th. Two days later, Thom- 
son of France and Sweden’s Electrolux 
held separate talks with the Italian indus- 
try minister, Mr Renato Altissimo, about 
buying into the business. And on Thurs- 
day, creditors, company officials and M 

Altissimo tried to hammer out a long- 


Mr Leutwiler will be best remembered 
for his firmness in the face of Switzer- 
land’s redoubtable bankers, and for his 
kindly informality that was never shaken 
by monetary or banking dramas. He 
once stopped a passer-by on the street 
outside the Swiss National Bank to 
change a large Swiss franc note for your 
correspondent’s taxi fare. “That is all 
central bankers are good for”, he mused, 
“providing small change.” 


















The 37 banks, brokerage, houses and 
bond dealers that make up the network 
< of regulated primary dealers in United 

“States government securities ‘are unhap- 
‚py. They already have their hands full in 
a market where average turnover is run- 
“ning at close to $60 billion a day. Now 
» New York Federal Reserve Bank 


them to introduce asset of “capital 


adequacy” guidelines to help it keep tabs 

other (unregulated) dealers: in 

vetnment securities. : ae 

e new guidelines, unveiled last De- 

‘ould test whether a dealer has 

1 capital base to:withstand.a 

‘in bond prices: without going bust. 

They would be something like the tests 

that America’s Securities and Exchange 

Commission (SEC) uses to satisfy itself 

that licensed stockbroker/ dealers have 

ough cash to meet a prescribed level of 
loses. i g , 




























the moment, only, primary deal- 
hose permitted to: bid directly for 
issues of government debt—have to 
rt their capital positions. The New 
‘wants to extend similar con- 
tö the hundreds of small. firms 















United’ States treasury: of funding its 
debt. Undaunted, Mr Edward Geng of 
‘the New York Fed has said that unless 

the primary dealers agree on a voluntary 
thin the next few months the Fed 
ave. tọ, go to congress for new 
rislation to enforce it. 











vival plan for Italy’s second big- 
í vate manufacturing enterprise (af- 
ter Fiat) aan ee 
-. Zanussi needs to reschedule.most of its 
11046 billion ($623m) in debt (about 
twice the size of Sierra Leone’s). It also 
“needs. to expand i 

ity capital, 90% 


which is.owned by. 
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tiny. L80 billion of © 


‘Primary need for secondary dealers i 


; l Since .1982, the primary dealers have 
had to make daily reports to the New 







“York Fed on the value and volume of 


“their business.: No such information is 
gathered about the rest of the secondary 
market, As.a result, the New York Fed 
“had little’: warning: in 1982. when, the 
dealers Drysdale Government Securities 
and Lombard-Wall. failed. The collapse 
this year of Lion Capital showed how 
‘little investors are protected. With the 
‘company went millions of dollars worth 
of repurchase agreements (repos) made 
“with local schoo! authorities. 

“Repos are securities sold to, say, a 
financial institution which then agrees to 
“sell: them back at a later date. This way, 
the dealer gets cash with which to buy yet 
more securities, Provided investors are 
prepared to buy, the chain is endless. 
The market in repos is largely unfet- 






“tered. Primary dealers, says the PSA, 


` account for less than half the $80 billion- 
worth of repos bought-and sold each day. 


.. The rest is scattered among unregulated 


firms. The market in “when issued” 
bonds-—those announced but not yet 





~ door and deal in them: 

Since the collapse of Drysdale and 
Lombard-Wall, the New York Fed has 
increased its surveillance of the markets 


US government securities 






issued—is even harder to track, Any- ` 
© body can put a brass. plate outside his 
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hold between 15 and 
capital base in governm 
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holdalotmore: 
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Sources. Federal Reserve, Pruligs & Drew, Salomon Brothers 


the ‘Zanussi family. Over the past 15 
years, the group borrowed heavily to buy 
about 100 different companies, Equity 
capital has not been increased since 1979; 
debt has more than doubled. 

Though turnover rose too (from L1,200 
billion in 1980,to about L1,800 billion in 
1983), interest charges now running at 
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1140 billion a yearand losses:in subsidiar~. 
ies totalling some L120 billion since 1978 
pushed Zanussi into, deficit, The group _ 
lost L130 billion in 1982, the first year it. 
reported consolidated results, and about 
the same in. 1983... y 
Should banks have been bosster about © 
lending to: a company whose debt h 
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isen to a staggering 13 times equity?. 
‘State-owned banks like Banca Nazionale. 
‘del Lavoro, Banca Commerciale Italiana,” 
and the special credit agency, Istituto 
-Mobiliare Italiano (IMI) had little choice, 
perhaps, but to support the biggest em- 
ployer in Italy’s sensitive north-eastern 
‘district of Friuli, But others, including 
Citicorp, National, Westminster and the 
consortium Société Européene de Ban- 
ques, helped Zanussi tap the Euromar- 
| kets as recently as 1981, 0° o = i 

-Zanussi’s chairman of many years, Mr 
“Lamberto Mazza, was kicked out in mid- 
‘4983 when the size of Zanussi’s problem 








to Cuttica from Fiat, made: a caméo 
» appearance in the role, succeeding, some- 
how, in disposing of many of Zanussi’s 
peripheral businesses. Now Mr” Gian- 
franco Zoppas, chairman since April and 


Offline 


uying the shares of personal computer 
makers has. been an casy way to. lose 
money in America this year. IBM’s deci- 
ion this month to reduce the price of its 

mpi 18-23% has sent 

another twirl. The 
omp: q.f it example, issued 
er; 1983, at $11 each, have 








* were.$14§. Other manufacturers. have 
fared little better. =. > eo 
-Even IBM is not immune. Its shares 
|. were quoted at around $104 this week, 
down from their high of $134 in 1983- 
-That is partly because of its decision to 
switch from leasing big computers to 
gelling them. Analysts are beginning to 
interpret the big’ cuts in, the prices‘ of 
<“ IBM's personal-computer range as a sign 
of the weakness: of the market, rather 
than. of IBM's strength. If so, IBM, 
which has invested mightily in them, may 
“have further to fall. 
~The. companies most vulnerable to 
-another round of price cuts seem to be 
thé clones: makers of machines that are 
= compatible: with IBM’s: but. are adver- 
< tised as doing: more-and sell for less. 
-Eagle-Computer of Los Gatos, Califor- 
+ mia, is an example. It came off second 
bestin a tussle with IBM over its designs, 
| and is trying to reschedule some $2m in 
debt. Least vulnerable are those compa- 
“nies like Apple and Tandy (down from a 








which make personal computers that are 
by ‘design different from IBM’s and have 
established. dealer. networks. through 
_whichtosellthem. 0 oE u oa 
_ One of the pessimists about computer 
‘shares is Mr Stephen McClellan, analyst 
at Salomon’ Brothers: His book. ““Com- 
|. puter industry shakeout; winners, losers 
4-and survivors” was published this week. 








became clear. His successor, Mr Umber” 


a Zanussi by marriage for considerably 


dropped ‘to about $44; at their high they . 


“high: this year: of $43 to $27 a share). 





longer, faces the tougher task of resched- 


uling its bank debt and bringing in L200m ` 


or more from outside investors. 


‘No. fewer than. six rescue proposals: 


have been put together in recent months; 
Zanussi, with 13-14% of a European 
market for white goods worth $10 billion, 
is a tempting target. Its banks now say 
they are willing to freeze principal repay- 


ments for three years and cut average, 
interest rates from 15% to 10%. The idea 
is to'sell 49% of an expanded Zanussi toa 


foreign investor (Thomson or- Electro- 
lux), leaving 51% in Italian hands. These 
are likely to include the Zanussi family, 
Italian bank creditors, a group of Italian 
industrialists (including Fiat), the invest- 
ment institution Mediobanca, and the 
province of Friuli. 

At mid-week Electrolux looked. the 
better bet: witha share of the European 
market about equa! to Zanussi’s, the 


NEW YORK 
Computer shock 


reveietvminismanannsenneninssievemmsissnnnnneammanisnananieanunrmnmeenaiinciinitiaaminintte 
Selected new issues between January, 
1982, and May, 1984 


Offer Current 
price ($) ~ price ` 
(at 12/6/84) 

Apollo Computer 22.00 23 
Fortune Systems 22.00 33 
Key Tronic 9.50 13 
Televideo Systems 18.00 54 
Priam 7.00 73 
Micropolis 17.00 63 
Systems & Computer 

Technology 16.50 23} 
Activision 12.00 13 
Eagle Computer 12.00 13 
Inacomp Computer 

Centers 1.50 8} 
Appia Circuit 

echnology 11.00 3 
Compaq Computer 11.00 43 
Kaypro a 10.00 4 
18M 


New York share price» 130 


«Hambrecht & Quist —~ 
high technology index 
End-June. 1983 #100 
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O Source. Datastream 


He believes personal-computer makers 
will come under increasing pressure dur- 
ing the next few months, as: will their 
share prices. Some of the many comput- 
er companies queuing up to offer the 
public their shares (among them Jones, 
Access, Ortona and Cromemeco). may 
decide to leave the queue. 


ey, 





ca: Wi 
“profits in 1983 i 
State-owned Thomson has lost money |. 


m almost trebled its pre-tax 
3 to SKr1.7 billion ($210m}).. 


since 1981. But Zanussi’s workers are not, 
keen: Electrolux got where it is by re- 


‘structuring its. business and selling off. 


unwanted bits. With more than one Ital- a 
ian worker in eight unemployed, the last 
thing they want is more redundancies.. 





‘esperry. 


That’s Liffe 


Something looking remarkably like a raw. 
deal recently landed in the lap-of a- 
businessman in Belgium. In February, he _ 
parted with $20,000 to dabble in financial © 
and commodity futures. Within six weeks. 
all but a few hundred dollars of his 
investment had been lost. He knew it was 
a risky business and was prepared to lose _ 
the lot: What he was not prepared for was 
the speed with which his cash evaporated 
nor the amount (over $13,000) which was . 
creamed off in commission by those han- _ 
dling his account—a Saarbrucken, West 
Germany, investment adviser called Mr. 
Hervé Aymond and Kesperry, a London: 
financial futures and commodity broker 
and a member of the City’s newest casino 
the London International Financial Fu: 
tures Exchange (Liffe). Mies ad 
Kesperry, run and partly owned by Mr 
Michel Piercourt, a Frenchman, is indi- 
rectly controlled by Sherston Internation- 
al, a company registered in Monrovia, 
Liberia. Mr Piercourt says that he is the- 
majority shareholder in Shetston and a 
group of Lebanese businessmen have a 
minority stake. Mr Aymond worked for a.. 
client of Kesperry until September last 
year, when he decided to set up-his own 
business as un remisier (an intermediate 
broker or half-commission man). He ap- 
proached Mr Piercourt, told him of his 
ambitions and Kesperry bankrolled the. 
new venture with a $2,000-3,000 lean. =- 
Mr ‘Aymond then set about furnishing 
Kesperry with wealthy clients. In Febru- 
ary, he signed up the investing: business- 
man, who also granted power of attorney 
to Mr: Aymond (ie, total discretion) to 
deal on his behalf with Kesperry. In a 
letter to the new client “accepting his 
account, Kesperry pointed out that Mr 
Aymond “had no link in law or practice 
with our company”. = 











By March 2ist this year, the Kesperry 
account of this investor was down from 
$20,000.to $216.80; almost $13,000 of the 
losses were made in seven days of hectic 





e client wrote a stiff letter to Kesperry 

uestioning the conduct of his account 

d asking for it to be closed. After The 

Economist began investigating, Kesperry 

repaid the investor $10,000 and Mr Ay- 

| tr has given hima promissory note for 
other $10,000. 

Mr Aymond told The Economist that 
e was under pressure to “produce com- 
ission”. Having lost a large chunk of the 
lient’s money in February (around 
7,000), he tried to make it up in March— 
maybe I traded too much. . . . Maybe I 
was too close to the market”. Kesperry 

lenies any negligence or legal liability but 
E the same breath says that in March it 

as worried about the frequency of Mr 

ymond’s dealings and perhaps should 
| Se alerted the client earlier, 

This investor was lucky. He may 
ends from his experience all square 


Es: 


and a little wiser), but it is no thanks to 
iffe. It is almost two years since the 
exchange opened its doors, yet it has still 
(mot drawn up any code of conduct for its 
| i aa Nor has it issued any guidelines 
or vetting intermediaries because, it 
(Says, its complaints bureau has not yet 
received any complaints about middle- 
en. Maybe, but how many know of 
iffe’s complaints department? Just try 
nding a mention of it in the reams of 
lurb put out by the exchange. 


Argentine debt 


"4ntents and 
Įpurposes 


gentina seems determined to carry on 
ghtening financial markets. Weeks of 
kalks and the visit to Buenos Aires of an 
WMF mission led by Mr Eduardo Wiesner, 
head of the fund’s western hemisphere 
department, have failed to bring agree- 
ment on a letter of intent setting out an 
KMF-approved economic programme. 
Without agreement, Argentina can ex- 
pect no fresh loans from its foreign bank- 
ers or the fund. 

Argentina refuses to accept the IMF's 
demands that it cut real wages and stop its 
vain attempt to inflate itself into econom- 
ic growth (it wants to expand real gdp by 
5% this year). On Monday, June 11th, it 
presented the IMF team with its own 
letter of intent. It promises to cut the 
public-sector deficit from 12.1% of gdp in 
the final quarter of 1983 to 4% by the 
final quarter of this year—not by holding 
down wages, as the IMF wants, but by 
nereasing petrol and utility prices, rein- 
itating employers’ contributions to the 
vankrupt social security system, improv- 
ng tax collection and selling some state- 
»wned assets. To make it work, the letter 
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ny 
Grinspun proposes 


of intent assumes the IMF will provide a 
stand-by loan of SDR1.2 billion ($1.25 
billion) and that the banks will fork out 
around $2 billion of new money this year. 

A few days later, the IMF mission left 
Buenos Aires for Washington to consider 
its next move. Argentina’s economy min- 
isteř, Mr Bernardo Grinspun, says he is 
willing to negotiate some of the economic 
targets, but not those on wages or growth. 
These are indispensable, he maintains, if 
the austerity programme is to be accept- 
able to Argentina’s trade unions. Like 
their boss, some of Mr Grinspun’s offi- 
cials scoff at the market’s nervousness 
over Argentina's brinkmanship. They say 
that the country has undertaken to meet 
all its external debts. 

Foreign bankers are not so easily 
soothed. American banks again face the 
prospect of having to dent earnings by 
classifying their Argentine loans as non- 
performing on June 30th—their next 
quarterly reporting date. The skittishness 
of American financial markets since the 
Continental Illinois rescue means that the 
banks are even more reluctant to take this 
step in the second quarter than they were 
in the first, when a multi-government 
loan saved them from admitting their 
loans were non-performing. 

A fortnight ago, the banks agreed a 
new scheme with the Argentines to allow 
them to perform a similar trick at the end 
of June. The banks would put up another 
$125m which, together with $225m from 
Argentina’s reserves and $50m left over 
from the March 31st loan, would enable 
Argentina to pay further interest arrears 
to keep its loans “performing”. But this 
arrangement depends on Argentina 
agreeing a letter of intent with the IMF. 
Everybody bluffs everybody else. 








The frenzy of Australian patriotism 
aroused last year by Mr Alan Bond's 
capture of the America’s Cup, the su- 
preme yachting trophy, has not rung 
through to the tills of his retailer Waltons 
Bond. While David Jones, Myer, Wool- 
worth and other rival Australian retailers 
are benefiting from the recovery in con- 
sumer confidence, Waltons is still losing 
money. This week it suffered the added 
ignominy of having its accounts qualified 
by Ernst & Whinney. The auditors said 
their approval of the accounts depended 
on the directors stating that they were 
satisfied that the group could trade profit- 
ably again and that it would have the 
continuing support of its big lenders and 
of its biggest shareholder (Bond Corpora- 
tion, Mr Bond’s family company which 
owns 42% of Waltons Bond). 

The Bond Corporation promptly as- 
sured the auditors that Waltons’ loans are 
all in good order and that this year's 
management changes (which include a 
new executive chairman, Mr Eric Green- 
halgh from David Jones) are going to put 
the group on an even keel. It also stressed 
that its own support for the group is 
beyond doubt. This statement was helpful 
for the stockmarkets because Bond Cor- 
poration is understood to have held dis- 
cussions some months ago with the Ven- 
ture discount chain about offloading the 
whole or part of its holding in Waltons 
Bond. And Waltons Bond has just ap- 
proached shareholders with a A$60m 
share offer. The Bond Corporation is 
being asked to fork out A$25m of it. 


; Sie 
Then the crowds went home 


73 

































U.S. $30,000,000 
INVESTMENT AB BEIJER 
and Kebo AB 


INVESTMENT AB BEIJER | 


A Swedish Company have acquired approximately 22% of 


9% Senior Notes due June 1, 1990 Calmar Inc. 


with 
Warrants to Subscribe for 900,000 Series A Free Shares 





from 


Diamond International Corporation 


and certain other sellers 





Drexel Burnham Lambert 





Svenska Handelsbanken Group 








Bank in Liechtenstein 





Banque Bruxelles Lambert S.A. 





Banque Paribas Creditanstalt-Bankverein Den norske Creditbank 









Gétabanken 






Kuwait International Investment Co. s.a.k. 






Morgan Grenfell & Co. Limited Nordfinanz-Bank Ziirich 










Orion Royal Bank Limited Société Générale Sundsvallsbanken 
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Overlooking the trees in Portman Square, two minutes walk from the famous Oxford Street Shops, stands the Portman Inter-Continental. A 
first-class hotel with every modem luxury and convenience you would expect from one of the foremost hotel groups in the world. Each quest room 
is air-conditioned and has colour television, free in-house movies, mini-bar, a built-in hair-dryer, direct dial telephone and of course 24-hour room 

service. Our services include 24-hour telex and telefax facilities, and radio-pager with a 25-mile radius, The combination of modem fiwouny and old 

world values of service have eamed The Portman InterContinental an enviable reputation, particularly amongst businessmen 


@& THE PORTMAN INTER-CONTINENTAL LONDON 
THE ADVANTAGE IS INTER: CONTINENTAL 
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THE PORTMAN INTER-CONTINENTAL, THE MAY FAIR, HOTEL INTER-CONTINENTAL, THE BRITANNIA, 
22 Portman Square, London WIH 9FL Berkeley Street, London WIA 2AN 1 Hamilton Place, Hyde Park Corner, Grosvenor Square, London WLA 3AN 
Tel: 01-486 5844 Tel: 01-629 7777 London WIV 0QOY Tel: 01-629 9400 
Teletax: 01-935 0537 Telefax: Extn, 2860 Tel: 01-409 3131 Telefax: 01-493 3476 Teletax: 01-629 7736 
Telex; 261526 Telex: 262526 Telex: 25853 Telex: 23941 
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Composites join forces with 
computers to break the mould 


3ver had the bonnet (ie, hood) fall on 
¿our thumb while tinkering with a car 
mgine? It is painfully heavy, sharp as a 
ruillotine, and yet fragile and easily bent. 
tis also part of a car’s deadweight, which 
yas to be paid for at the petrol pump. For 
hat reason alone, carmakers have been 
rying to replace various low-stressed 
yarts of their vehicles with lighter and 
itronger components. Not all that 
successfully. 

Aircraft manufacturers, pioneer users 
3f most exotic materials, have not been 
ill that better. Nor have any of the other 
dig metal-bashing manufacturers. Most 
agree, however, that they would pay 
2xtra for stronger and lighter alternatives 
to steel and aluminium—especially if they 
were more resistant to corrosion, too. 

In many cases, plastics reinforced inter- 
nally with tough little hair-thin fibres 
could fill the bill admirably. So why no 
big switch to so-called “composite” mate- 
rials? The snag is that big chemical firms 
supplying such materials, along with fab- 
ricators who mould them into commercial 
widgets, invariably overlook the tricky 
design problems such components pre- 
sent to industrial customers trying to 
incorporate them into their finished prod- 
ucts. A car bonnet made of carbon-fibre 
composite would save considerable 
weight, bounce (more or less) painlessly 
off an unsuspecting thumb, never rot or 
wrinkle—but could prove so stiff and 
unyielding in the first puff of wind as to 
tear its hinges from their mountings. 

A number of design consultancies are 
now trying to bridge the gap ‘between 
plastics producers and end-users of com- 
posite components. Most rely on comput- 
ers to match the customer’s design re- 
quirements against a list of material 
properties. A more innovative approach 
is being developed by a Dutch firm called 
Synterials of Terborg which, apart from 
offering an automated cookbook for 
blending material ingredients to design 
tastes, uses computer-mapping methods 
to do lots of other fancy tricks. Like: 

@ Mould-mapping. Computer pro- 
grammes have been developed that ‘map 


THE ECONOMIST JUNE 16, 1984 


TERBORG 


the geometry of the mould to be used in 
designing and manufacturing the compos- 


-ite component to ensure it does not 


introduce any extraneous stresses of its 
own into the finished part. This dispenses 
with lengthy laboratory testing. It also 
allows difficult features—like 90° inside 
corners—to be moulded perfectly without 
introducing rough edges. 

@ High-density reinforcement. Up to 
70% (by volume) of fibre has been incor- 
porated into polyurethanes and other 
plastics, allowing such composites to re- 
place structural components made of 
steel. The higher the ratio of fibre to 
plastic, the stronger the final component. 
@ Thermal balance. The common RIM 
(reaction injection moulding) process 
used for making fibre-reinforced plastic 
parts gives off heat while the material is 
setting. This can not only disturb the 
material's internal properties, but also 
distort the finished component itself. Syn- 
terials has found a way of sprinkling 
specific chemicals into the process at key 
phases to control reactions going on with- 
in the mould and thus restrict tempera- 
tures to within manageable limits. 

@ Hollow structures. Tubes and other 
hollow components are notoriously diffi- 
cult to cast using composite materials. 
Mostly these are made (expensively) by 
wrapping alternate layers of fibre cloth 
around a “former” by hand and impreg- 
nating them with coats of epoxy resin. 


‘Synterials has found a way of making 


hollow carbon-fibre structures automati- 
cally using an up-to-date version of the 
“Jost-wax”’ technique employed since the 
days of ancient Egypt. The technique has 
already been used to make cheaper, more 
accurate wave-guides (minute pipes for 
conducting microwaves), crucial in costly 
radar equipment. 

@ Mineral composites. Computer-based 
knowhow is also leading to a commercial 
family of composites that blend plastics 
and mineral fibres like silica. These prom- 
ise strength and stiffness at temperatures 
where even the best carbon-fibre compos- 
ites become droopy. Filling the gap be- 
tween conventional reinforced plastics 
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Shape of things to come 


and the heat-defying but brittle ceramics, 
mineral composites are expected to find a 
market niche as cutting tools in mines and 
defence applications where strength, 
lightness and heat resistance all carry a 
special premium. 

Synterials was founded four years ago 
by Mr Kenneth Happel (originally under 
the name Technovation) to sell comput- 
er-based design knowhow for manufac- 
turing plastic casings for personal com- 
puters, video cameras, etc. Despite losing 
breathtaking sums on minuscule sales, 
the company has continued to excite 
over-the-counter investors. It raised 
£20m (say, $30m) last year on the Unlist- 
ed Securities Market in London. The firm 
is currently setting up production facili- 
ties in Britain, while concentrating its R 
& D consultancy in Holland where'clients 
pay more lavishly for such production 
wizardry. à 


Mongolism 


Halving the 
chances? 


The number of mongol children born 
over the coming decade could well be 
reduced significantly if pregnancy testing 
methods under consideration live up to 
expectations. Medical researchers are be- 
coming increasingly confident that they 
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detect many more babies. with 





ads to retarded children, ‘by a test. 
involving not just the more vulnerable 
“mothers in their late 30s but younger 
women, too. The test avoids any unneces- 
sary risk of abortion. 

The chance that a mother will give birth 
to a baby with Down's: syndrome (con 
monly called mongolism) goes up as the 
woman gets older. That is why pregnant 
women over a certain age, usually bë- 
tween 35 and 38, are given’a test called 
amniocentesis. Foetal cells from.a sample 
of fluid withdrawn from the womb. are 
cultured and diagnosed for the chromo- 
somal abnormality «characteristic of 
Down’s syndrome. If the foetus has the 
4 bnormality, the woman can. choose to 
have an abortion. 

The test works but reduces the overall 
mber of Down's syndrome cases only 
‘slightly. That is because no, more than 
f the babies afflicted with it are 
ed- by: women in the older ‘age 


mber of babies detected by dropping 
“at. which women. are. routinely 
from 38 to.33 years, amniocentesis 
, just too risky to be administered indis- 
sriminately to. younger women who have 
a smaller chance of conceiving a Down’s 
syndrome child. The procedure causes 
something like one in 100 miscarriages. 

_ What is needed is a simple screening 
test to find the younger women at enough 

k 


justify amniocentesis. The search for 


Nicholas Wald of St Bartholomew’s Hos- 
pital in London has recently shown that a 
screening test routinely performed on all 
pregnant women for a completely differ- 
‘ent reason can actually do the trick. An 
embryonic protein ‘called: alpha-fetopro- 
tein is measured at around the 16th week 
-of pregnancy. A high level of the protein 
indicates that the foetus may have a spinal 
cord defect called spina bifidaa possi- 
_ bility that-can then be checked out by an 


‘has managed- to show is‘that if-the same 
“test reveals an exceptionally low. level of 
(the protein, the foetus may have the 
‘chromosomal abnormality typical of 
Down’s syndrome. 

_ The screening method is the result ofa 
nifty bit of detective work going back to 
1975. Professor, Wald started by searching 
Oxford: Health’ Authority’s records for 
-pregnancies. that. led to ‘the birth of a 
child, or the abortion of a foetus, with 


correlation between. Down’s syndrome’. 
and protein levels lower than 75%. of 
normal. Professor Wald ‘reckons that if 
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only younger ‘pregnant s women with | 
levels. of alpha-fetoprotein were given 


Down’s syndrome, the birth defect that : 
amniocentesis, the detection rate. for 


up. Although we could double the. 


bearing. a’Down’s syndrome child: 


“such a test could well be. over, Professor . 


ultrasound scan. What Professor Wald | 


: Down's syndrome. His comparison of 
_ these pregnancies with the results of their. 
-alpha-fetoprotein tests showed a strong 


































































Down’s syndrome would be doubled with 
far less risk to unaffected babies: 
The screening test is not perfect: 


foeteses in 6% of the pregnancies show-' 
preg 


ing low protein levels are unaffected by 
Down’s syndrome. Nevertheless, the 
double-detection rate makes it-a pretty 
effective screening test—and one worth 
applying. In widespread use, it could help 


save some. 300 additional mothers untold 


anguish in Britain alone. 


Futurology 
Doom postponed? 


WASHINGTON, DG 


Making guesses about the future is fun. If 
it were not, 30,000 people would not: have 
joined the: World Future Society, which 
held its fifth general assembly, grandly 
named “Worldview 84°, in Washington 
last week. More than 500 academics spent 
the week poring over mathematical mod- 
els of future demand for energy and 
discussing esoterica such as the long- 
range forecasts for space migration (yes, 


Space migration). But has predicting the 


future become any more of a science than 
it was when Orwell or, for that matter, 
Nostradamus tried it? 

The Carter ‘administration’ clearly 
thought so in 1980 when it published its 
“Global 2000 Report to the President”. 
The three-volume statistical -behemoth, 
compiled by-14 government departments, 
probably represents history’s most thor- 
ough (and expensive) attempt to predict 
what the world’s economy and environ- 
ment. would look like at the end of the 
century. On present trends, it said, the 
world would be more crowded, more 
polluted and less stable ecologically. It 
also warned that, although economic 
‘growth would continue, the outlook for 
food and the other necessities of life 
would not improve for hundreds:of mil- 
lions of desperately poor people. 

Until now, these sombre conclusions 
have gone largely unchallenged: Last 
week, however, Washington’s Heritage 
Foundation took the wraps off a new 
study, “The Resourceful Earth”, which 


states baldly that Global 2000 is: “dead: 
wrong”. Co-edited by the late Herman: : 
Kahn. of the Hudson Institute and Mr: © 
Julian Simon, an economist at the Uni- y 
versity of Maryland, it predicts a bright 


future of less pollution, more food arid, 


despite a burgeoning population, less 


‘crowding. According to the authors, cru- 


cial projections in Global 2000—about 


the pace of deforestation and the long- 


term decline in the fish catch, for: exam- : 








ct grossly pessimistic. 
ih the stark differences between the 
reports? Mr Kahn and Mr Simon would 
have it that the: government. bureaucra- 
cies “are intrinsically bad. at. forecasting , 


. because each department making projec- 


tions about the future has a vested inter- 


est in things turning out one way: rather 


than another. Asa result, they say, ‘Glob- 


~ al 2000 was seriously botched: “it paints 


an overall picture of global trends that is 


fundamentally wrong, partly because it 
< misrepresents the facts it does present.” 


Perhaps. But another reason for the 
differences between the two reports is 
that they use different methods to peer 
into the future. Global 2000. made exten: 
sive use of the innumerable i 
models of energy deman 
production and population 
able to the federal governmen Tt also 
tried to’see how predictions in one area 
might influence another. Thus its pessi- 
mistic conclusions about food production 
were influenced by its assumption that the 
cost. of pesticides, fertiliser and coal 
would cause food prices nearly to double. 

The Heritage Foundation authors, ‘on 
the other hand; think attempts to link one 
sector with.another cause unnecessary 
muddle. They doubt whether, say, the 
future price of energy will have much 
impact on the price of food. And they say 
it was a disastrous mistake in Global € 
to conflate the predictions ‘of individua] 
computer models designed for different 
purposes and misorporinng, ieren 
assumptions. 

The. Resourceful Earth certainly | con: 
tains few of the sophisticated mathemati- 
cal flourishes of its-predecessor. Instead. 
it parades a catalogue of good news cullec 
from historical trends: life expectancy has 
been rising throughout the world, while 
the birth-rate has been: declining; the fooc 
supply has risen steadily since 1945; the 
fish ‘catch, after a pause, has resumed itt 
upward trend: the climate shows no signs 
of unusual or threatening changes. Is í 
not reasonable to assume, the author: 









ask, that these trends will continue? 

Mr Simon says he would like the nev 
study. to derail what he calls the “‘jugger 
naut” of environmental activists spawnec 
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Global: 2000. Given the difference in 
e between the two reports, that is 
irdly likely. But The Resourceful Earth 
ay well increase the public's scepticism 
iout. the general value of long-term 
obal predictions. After all, most people 
ill have good reason to doubt the accu- 
cy. of tomorrow’s weather forecasts, 





‘en. when meteorologists agree with 
ich other. 


























nee ‘susceptible. organisms that 
to ce ne are often 


lea: is beginning to. take hold: Bopa 


eso bacteria, 

The concept is not new. About the turn 
f the century, many scientists argued 
efor 






















news again beci 
new ways in which it might be 


istance microbiologist Dr Christine 
anders and her colleagues have been 
tudying children and adults to determine 
“hat kind ‘of. bacteria normally live in 
heir. throats. and the impact such “flora” 
ee th to common 


treptococeal : { What has 
merged is that the presence of such flora 
eems to be a hedge against the strepto- 
‘occal infection that can set the stage for 
i ase. Such flora are 
evalent in adults 

dren. It is a lucky. youngster 

to.live with an adult whose 
meto these’ “ideal”: germs 
which can ‘spread from parent to child, 
ng a protective effect. 
Tt also turns out that treating. strep 
hroats with penicillin (standard on such 
yecasions) may not be as wise as has. been 
issumed. Penicillin is bactericidal—ie, it 
cills all sensitive bacteria in its wake, 
whether disease-causing or beneficial. As 
yet, Dr Sanders. has: no alternative to 
commend to physicians. But her test- 













tube results suggest that antibiotics such 


E upper hand. This is aik a different. 


as erythromycin may be a wise choice. 
Instead of killing sensitive organisms out- 
right, “bacteriostatic” drugs such as 
erythromycin slow their multiplication. 
This may be preferable to total wipe-out 
hot only: because it would tend to con- 
serve-a-réservoir. of beneficial: bacteria, 
but also because it should give the body's 
immune system ample opportunity to 
deal with the baddies that cause disease. 

« This idea has already been implement- 
ed by Dr Katherine Sprunt, a paediatri- 
cian at New York Babies Hospital. Dr 
Sprunt’ s interest is in the deadly epidem- 






ics that can sweep through an intensive ` 


cate nursery where tiny premature infants 
struggle for. life. Normal babies become 
resistant to these epidemics because they 
acquire bacteria from their mothers dur- 
ing the first day or two of life that prime 
their ability to fight infections. But pre- 
mature infants housed in intensive care 
units do not get this chance. Consequent- 
ly they. are often sitting ducks for hostile 
germs that may gain entry through a 
wound created. by an intravenous needle. 
Furthermore, treating these infants with 





antibiotics can make. a bad situation 
worse—again, because the drugs tend to 
eliminate the susceptible organisms, leav- 
ing those that are dangerous behind. 
‘What to do? Dr Sprunt has brought the 
situation under control by implanting a 
benign strain of streptococcus (obtained 
from a normal newborn in-a standard 
hospital nursery) in premature infants at 
risk. The implants have taken hold in an 
impressive 89% of instances, replacing 


dangerous germs harboured by the in- 


fants with harmless bugs within 72 hours. 
No successfully implanted infant has been 
made ill, either by the. treatment or by 
disease-causing forms of strep. Nor has 


. there been any spread of the replacement 


bacteria to others in the hospital. 

What about species of bacteria other 
than those belonging to the streptococcus 
family? Are there good guys and bad guys 
among them, too? The evidence to date is 
that there are. For example, take the 
ubiqiitous gut-bug, . Escherichia coli, 
These bacteria are normal inhabitants of 





‘the intestines, 


` the environmentalists’ book and. show’ 






but have an unfortunate -. 
way. of wandering into the urinary tract, 
especially in women. There, if they attach 
themselves to the tract’s moist lining and 
start to spew out ther poe they gano 

















making corros 
ite consum, 


There are other ‘po 
including anothe 
um which flourishes. i 
and naka a prot 


dental floss:could be joined by 
the fight against dental décay. A-var 
of a quite ‘different type. of streptococ- 
cus—a harmless fellow-traveller of saliva, 
known. as Streptococcus -salivarius—is. a 
potential candidate for the job. : 
As. for gum disease, research at the © 
Forsythe- Dental Center in. Boston: has 
found that people healthy: gums 
generally have lat umbers of two 
other types of beneficial streptococci on 
their teeth that those with troubled gums . 
lack. These bugs produce the disinfectant, 
hydrogen peroxide, which kills the germs; 
attacking the bony supports of the. teeth 
In’ this case; a two-step battle plan -is 
envisioned: antibiotics to reduce: the pop- 
ulation-of bacteria in the mouth that are 
harmful. to the gums, followed by deliber- 
ately introducing organisms that generate. 
hydrogen ‘peroxide to serve. as°a self-- 
perpetuating hit squad keeping the sür- 
viving pathogens under control. : 
Again, the strategy is not to extermi- 
nate the enemy, but to take a leaf from: 







that, in the long run, it is usually better to 
depend on nature’s own predators. 
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Dumb friends 









Thinking may damage your health 


~ _ Is a pigeon as clever as a rat? Can the 
Ee: difference be measured—and does it mat- 
; ter? Apparently no—and yes it does. 
- Ever since Darwin, behavioural scientists 
have grown accustomed to the notion of a 


CE AND TECHNOLOGY 


g ‘' . 





5 


. 
, 


» - Z 
vided recently by Dr Robert Epstein and 
his colleagues at Harvard University. 
They repeated a classic experiment first 


reported in 1917 by Wolfgang Kohler who ` 


placed chimpanzees in a cage, from the 
ceiling of which hung a banana out of 
reach. The only other object in the cage 
was a box. One of the chimps eventually 
had a brainwave and pushed the box until 
it was under the banana. Evidence, ac- 
cording to Köhler, for insight. 

Not necessarily so, believes Dr Ep- 
stein. To prove otherwise, the Harvard 
team trained a pigeon to peck at a plastic 
banana for a food reward. Then they 
trained the same bird to push a box 
around for a food reward—but only when 
a green light was illuminated. Then they 
put the pigeon in a cage like Köhler’s with 
a box and a plastic banana hanging from 
the ceiling. After a pause, the pigeon 
pushed the box under the banana. In- 
sight? More likely just a matter of the 
pigeon performing two independently- 
acquired skills. The Harvard scientists 
believe Köhler’s apes were probably do- 
ing much the same. | 

An open and shut case, then, damning 
our dumb friends? Well, not totally shut. 
Professor Nicholas Mackintosh of Cam- 


Ma Sana Ohh ee ee ee ee ee E 
ie: 


bridge University challenges the Mas 
phail line, citing experiments in whic 
different kinds of birds were taught 1 
transfer a skill learned in one experime1 
to another. Each bird was shown a co 
oured spot, blue or green; and then mad 
to select between a pair of spots t 
indicate the colour of the original spo 
When made to transfer this skill to a ne 
pair of colours, crows did so with litt 
trouble. Pigeons virtually had to relear 
the task afresh. It would be perverse, sa: 
Professor Mackintosh, to think that crov 
are not cleverer than pigeons. 

None the less, constructing a leagi 
table of animal intelligence is about ; 
fraught with difficulties as trying to me 
sure human intelligence using IQ test 
What psychologists really want to do is | 
decompose mind into its compone! 
parts: inference, analogy, symbolisn 
grammar and so on. To do so, they nee 
different animals with different abilitie 
With one conspicuous exception (la 
guage), they have failed to find qualit 
tive differences between laboratory sp 
cies. Octopuses, pigeons, rats al 
goldfish all seem to go about learning 
much the same way. Animals differ 
ability—but only in degree, not in kind. 


= scale of intélligence in the kingdom of 
3 animals—from slugs to man. So studying 


Bird-brained 




















x ` animal brains—to shed light on the shad- 
xs owy machinations of the human mind— 
par makes common sense and good science i 
E. Not so, believes Dr Euan Macphail of Animals that use tools to feed them- 


selves have traditionally been considered 
more intelligent than those that stumble 
around their private world snatching 
food wherever they accidentally find it. 
However, even this cornerstone of ani- 
mal behaviour seems to be crumbling. A 
new study of tool-using birds suggests 
that they are not being all that clever. 
They, too, seem to learn by serendipity, 
not reasoning. 

A number of birds can use tools. A 
species of finch in the Galapagos islands 
habitually extracts insect grubs from 


Britain’s York University. There is no 
¿| evidence, he asserts, that any non-human 
animal is brighter than any other. Ani- 
= mals differ in performance in psychologi- 
E: cal tests, yes; but that could depend on 
TH factors other than intellect. Consider: 

@ Perception. Compared with monkeys, 
dolphins can be taught to discriminate 
between sounds much more finely than 
between visual stimuli. But that is be- 
cause the auditory part of the dolphin’s 
k brain, unlike the monkey’s, is more so- 


tered little, The vultures would vainly 
chuck pebbles at the egg if there were no 


5 phisticated than its visual system. 


@ Motivation. Other tests make certain 


crevices using a cactus spine as a cocktail 
stick. Green herons even float pieces of 
bread on the water to attract fish to the 








larger stones within immediate reach. 
The shape of the stone, though, was 
vital. Smooth stones were almost always 


E animals appear more intelligent because surface. Egyptian vultures in east Africa preferred to jagged ones. This suggests 

FE they favour inherited skills. Professor eat ostrich eggs but cannot break them that there was some connection in the 
2 David Olton of Johns Hopkins University with their beaks, so they throw stones at birds’ minds between throwing rocks at 
a -a Ralti ; ES them until they break. eggs and throwing eggs (which is how 
; — Baltimore, for instance, Liss invented a Now, it seems, the vultures are not they deal with smaller eggs). They had 


YA : 78 


circular maze for testing spatial memory. 
He puts an animal in the central chamber, 
from which lead eight identical passages 
eo that the animal must explore for food. 
=- Rats are good at remembering which 
passages they have already been down; 
pigeons less so. Likely explanation: pi- 
j geons in real life get their food out in the 
open, while rats spend most of their time 
scurrying down dark, narrow passages. 
Try hard enough and you can probably 
Fe teach a pigeon or a goldfish to perform 
most tricks that rats and monkeys do in 
the laboratory. A neat example was pro- 













being quite as bright as first thought. Mr 


University and his colleagues set out to 
find whether the birds picked up the idea 
of throwing stones by an intuitive brain- 
wave: “Egg! How to break it? Ah, 
rock!” The alternatives are that the birds 
learn by imitation or inherit some innate 
tendency to throw things at eggs. 

They put ostrich eggs out on the 
ground with carefully selected piles of 
stones beside them to see what kind of 
stones the vultures preferred to use. 
Curiously, the sizes of the stones mat- 


Christopher Thouless of Cambridge 






not, in other words, solved the problem 
with forethought. 

So is the habit learned or inherited? 
The scientists presented young captive 
vultures with ostrich eggs. The birds 
picked up the trick only when they had 
been shown that ostrich eggs contained 
food. But they needed no tutoring and 
improved their technique little if at all 
with practice, Neither learning nor rea- 
soning seemed to be involved. Perhaps 
vultures just have an innate desire, when 
they see an egg, to pick up something 
that looks like an egg and chuck it. 
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‘rade and the flag 


CONOMIC RELATIONSHIPS 
MONG STATES 

y Evan Luard. - 

facmillan. 328 pages. £25. 


‘or many economists and most journal- 
its, international economic history starts 
1 1945. It may be extended by a little 
nowledge of the 1930s, and perhaps 
omething about mercantilism, but the 
ostwar world of free trade and capital 
1ovements is the place to search for 
luminating precedents. 

Mr Evan Luard prefers to start in 1300. 
Ie wants to present an anatomy of inter- 
ational economic relations; to under- 
tand the doctrines which inspire and the 
10tives which drive statesmen when they 
alk of trade and the means they use to 
urther their ambitions. He is as well 
jualified as anybody could be for such a 
ask. He has been a practising diplomat, 
in historian and, in Britain's last Labour 
idministration, a minister in the foreign 
iffice, And the job is worth doing. 

It is no criticism to say that Mr Luard 
ails to provide a fully satisfying diagno- 
is. He has many interesting things to say. 
3ut he has bitten off a lot, and the 
ligestion is not helped by a rigid struc- 
ure, which pushes the reader through 
jive chronological essays, describing in 
urn the doctrines, interest groups, mo- 
ives, means and consequences of eco- 
iomic relations for each of six eras. This 
nevitably produced some overlap be- 
ween the sections, and therefore repeti- 
tion, though critical points are expressed 
clearly and well. They are not earth- 
shattering, but none the less important. 

Mr Luard’s historical analysis reveals 
that the decisive role in international 
economic policy-making is played by 
dominant domestic interest groups. They 
also have a powerful influence over the 
doctrines that inform and justify the poli- 
cies carried out in furtherance of their 
interests. Governments are conveniently 
provided with ideological material to 
fashion a cloak for their factionally in- 
spired endeavours. A neat trick, if you 
can pull it off. And, Mr Luard claims, the 
rich and powerful have done it more than 
once, from King Wenceslas to Cecil 
Rhodes. 

Though trade has long been thought to 
generate wealth, ‘simple venal arguments 
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have not been enough to move whole 
states to action in defence of traders’ 
interests. The traders have needed to 
argue that the common wealth was served 
in promoting their individual interests. 
Adam Smith put the case best, of course, 
but justification of existing trading pat- 
terns was not enough for the expansion- 
ists, who needed to argue that trade and 
civilisation followed the flag. As Mr 
Luard points out, they did not shrink 
from moving the flagpole themselves into 
areas they thought promising. © 

The book is less persuasive as it ap- 
proaches the 1980s. The dominant doc- 
trines are harder to define. Free trade is 
increasingly honoured in the breach, but 





Evan Luard: still searching J 


protectionism is still not intellectually 
respectable. Communiqués from eco- 
nomic summits are rarely inspired by a 
great idea. Overlent American bankers, 
perhaps the dominant interest group of 
the day, are louder than they are coherent 
about the answer to third-world debt. 

Mr Luard has an answer, of sorts. He 
wants a “new economic order”. The last 
chapter of the book is a plea from him as 
Oxfam campaigner—another of his 
faces—for a more equitable distribution 
of the world’s resources, administered by 
beefed-up international agencies with a 
mission to improve the lot of the poor. 


P S 


The case is strong, eloquently put and 
in a sense unanswerable. But his recom- 
mendations do not follow the logic of 
what has come before. They are “outside- 
in” solutions, which do not speak to the 
perceived interests of the dominant pres- 
sure groups in rich countries. Mr Luard 
the historian would argue that only when 
such groups see their long-term interests 
as best served by a redistribution of 
wealth will it occur. It is not an impossible 
vision. But signs that borrowers and lend- 
ers are coming to an identity of interest 
are still few and far between. 


Vendetta 


H. G. WELLS: Aspects of a Life 
By Anthony West. 
Hutchinson. 405 pages. £12.95. 


One of the few commandments to have - 


survived centuries of change in social and 
moral attitudes is the injunction to hon- 
our one’s parents. There is something a 
bit indecent about turning on them the 
minute they are dead, particularly in 
print. Nigel Nicolson provoked indigna- 
tion as well as interest when he exposed 
Vita Sackville West's passions and follies 
in “Portrait of a Marriage’. Joan Craw- 
ford’s daughter was slated for her grisly 
exposure of the dead star as a fiend and 
tormentor whose camera smiles hid a 
heart of stone. 

Driven by what seems an almost obses- 
sive hatred of his mother, Anthony West 
has succeeded in ruining what might have 
been an interesting if not invaluable por- 
trait of H. G. Wells. Lacking the stylish- 
ness and insight of Nigel Nicolson and the 
instinct for crude sensationalism of Joan 
Crawford’s daughter, he limps home 
third with a spiteful book which fulfils all 
the dismal promise of the serialised ex- 
tracts with which the British have recently 
been regaled. : 

H. G. Wells was 46 in 1913. He had 
established himself as one- of Britain's 
most ebullient, provocative and prolific 
writers. He had found in Jane Wells a 
patient and most tolerant wife who was 
prepared to put up with and even to help 
put in order her husband’s numerous love 
affairs. Her solace lay, presumably, in 
knowing that Wells the family man would 
always overcome Wells the merry seduc- 
er. So, when Rebecca West entered the 
lists as a beautiful and bright young 
woman who was ready tò be “panther” to 
Wells’s entranced “jaguar”, Jane rose to 
the situation with her usual grace and 
efficiency. When Rebecca became preg- 
nant, she was found a suitable house 
where she duly gave birth to Anthony 
Panther West. Jane sent messages of her 
“dear love” and concern. The affair con- 
tinued through an emotionally taxing cy- 
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Clandestine employment: The situ- 
ation in the industrialised market 
“economy countries 


by Raffaele de Grasia 
This hock outlines the current sitation and the-discussions. - 
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countries and the results obtained. 
ie ASBN 92-2-103355-4 £5: USS10; SFL? SO 


















“The reduction of working time: 
Scope and implications in indus- 
-trialised market economy countries 


by Rolande Cuvillier 
The trend towards reducing hours of work has been steadily 
growing, particularly since t bas been suggested thatit could. 
nel deal with the serous: problem of unemployment. The 
author’ outlines he theses and ‘arguments tram): before the 
Second World War with regard tothe potential eects of a 
Feduction in-working Ging. and she Shows, Irom a diversity af 
P views: how. complex the prolem is and thé umeris i 
‘impligations, She examines: the potential implications Jor tie- 
‘individual, the establishment and thé. community as 
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Wells, more sinned against than sinning 









cle of quarrels and rapprochements for 
the next 10years. 

It is possible that Rebecca West was a 
difficult and trying mistress. It is likely 
that she underrated the strength and 
worth of Wells’s marriage. It is not easy 
to be certain, since much of the corre- 
spondence has been destroyed and biog- 
taphers have been obliged to depend on 
Dame Rebecca’s oral testimonies. That’ 
said, the evidence in letters seems to offer 
a picture very different to the one painted 
by Mr West. To him, his mother was a 
tiresome, pretentious fabulist who re- 
wrote the affair to put herself in the best 
possible light. Wells, more sinned against 
than sinning, figures here as a man whose 
affairs were acts of kindness or response, 
the victim of a host of predatory females 
led by Dame Rebecca. No room is found 
to quote these kind of lines from Wells’s 
letters to her: 

Pm not really happy except when you're 

about. I'm prouder of being your dear 

Jaguar than anything else in the world. ; 
Or, more significant of his feelings for 
her: “You may marry again.” Instead, Mr 
West hunts down and twists every occa- 
sion, every phrase, every outsider’s com- 
ment, to expose his mother as a literary 
harpie who vastly exaggerated her impor- 
tance in Wells’s life. 5 

Although the West-Wells affair only 
takes up a third of the book-the vendetta 


a worthless one at that. $ 
The mother is damned. The father is 
exonerated of all faults. Even “Boon”, the 
singularly unpleasant and gratuitous par- 
ody of Henry. James which Wells wrote— 
and personally delivered, lest it should 
escape the old man’s notice—when James 
was in declining health and spirits, is 
turned upside-down to become a playful 
revenge for acts of unspeakable cruelty 
and malice. Shaw, who was certainly 
malicious, makes his entrance as a cold 
and calculating villain, bent on ridiculing 
and humiliating the unfortunate hero. 
Nothing, one feels, is represented here as 
it was, but as it might seem to a writer of 
passionate and distorted vision who’ has 
unquestioningly accepted his father’s oral 
testimony while jeering at those who were 
credulous enough to believe his mother’s. 
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Í THE UNEASY 
| How bureaucracy 


could undermine 
Western democracy 


By Carl Henrik von Platen 










‘Von Platen, in a valuable 
short-book, reminds us of the 
shovels which we have used 
over a long time to dig the 
¿hole we are in’.—Daily 
Telegraph . 
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THE AGE OF THE DREAM PALACE: 
Cinema and Society in Britain 
1930-1939 

By Jeffrey Richards. 

Routledge. 374 pages. £19.95. 








‘This book, intelligent, shrewd | 
‘and well documented, draws 
‘up the balance sheet, of the 
| welfare states in crisis. and | 
makes practical suggestions 
n turning the: tide’.—Fisca- 
té Européenne (France) 


£3.95 










This book skilfully evokes the era when. 
Britain went regularly to the cinema and 
first-generation film czars like Oscar 
Deutsch and Isidore Ostrer were estab- 
lishing the Odeon and Gaumont chains. It 
















































. Just such a fabulist as Dame Rebecca; and 












continues to the end. An affair with isa measure of the- extent of the-movie-- 
Dorothy Richardson, the novelist, isana- -going habit that by 1939, when. Britain’s 
lysed at tedious length (and her ambitious- three leading circuits—-Odeon, Gaumont 
| The Sherwood Press . -Works dismissed with slights which come “and ABC—owned more than 1,000 cine-: 
ill from-a man who writes of “argy-bargy” mas, they as yet accounted for only 21% 

88 Tyiney Road, and the “success-and-somebody” bri- of the market. ane 
“London E7 OLY gade) only to make the point that she was Jeffrey Richards of the University of 


Lancaster, has ‘told bits of «this story 
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ore, but never so fully. He is especially 
don censorship, which, through much 
“the 1930s,-was effectively in the hands 
only two people—Colonel J. C. Han- 
; vice-president of the British Board of 
Im Censors, and the daughter of the 
en president, Edward Shortt. 

Miss Shortt seems to have been ‘both 
vudish and strongly anti-American, A 
ene in “Let’s Go. To China”, in which 


rough a funeral procession, was found 
be pointless and heartless. She allowed 
nly because it was the act of a “‘for- 
(“I know ‘the Americans do 
range things'on the films and therefore I 


reakers”, she thought it “a pity 
urlesqué the home secretary quite so 
. Even the shower scene in “Ka- 
etadschaft”, G.. W., Pabst’s film about 
e coalface, was trimmed. (“Surely you 


volting scenes of naked miners”) 
In time, censorship came to be imposed 
t only on the finished product but on 
ithe original screenplay as well. The film 
adustry was glad to co-operate since it 
waved costly reshooting. Major Harding 
Me Fonblanque Cox, aged 81, was given 
e job of vetting raw scripts. “I shail 
preserve a perfectly open mind”, he said, 
“but I will not countenance vulgarity. No, 
wy boy, let us show clean films in the old 
-yountry. I shall judge film stories as I 
iwould horse flesh or a dog. I shall look for 
clean lines”. 
Mr Richards leaves few doubts that 
itish cinema in the 1930s was used, at 
ast unconsciously, as a means of keep- 
ng the class structure in place. He is 
tter, though, at ideas than at support- 
ng them with examples. When he ad- 
dresses the careers of individual artists, 











Wessie Matthews, he loses perspective. At 
ithis distance, whether Miss Matthews was 


first, second or third.in audience popular-. 


ity polls is scarcely of much moment. 


Foreign field 


“TALES FROM FAR PAVILIONS 
Compiled by Allen Synge and 
‘Leo Cooper. 
Pavilion/Michael . Joseph. 


161 pages. 
‘£8. 95 fos 





Cricket abroad i is ‘not like cricket in Biig- 
land. Yes, you may say, the chaps fall into 


the clutches of pretty women and go to™ 


pot. ‘But nothing so commonplace. Imag- 


ine Buenos Aires with the sun scoring a` 


century. The MCC to a man remove caps 
and don pith helmets. In Sierra Leone, 
the losing team dances around the wicket 


and blesses it with Bii And still its. 


doesn’ twin, 
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American vice-consul’s car dives- 


usly object to this”.) In “The 


üld not wish little boys and girls to see 


like George Formby, Gracie Fields and - 


Mr Synge and Mr 
‚Cooper have assembled an a thology of 
cricket as played abroad thatis interesting 
enough to pass an hour or two when rain 
has stopped play at homes 

In Fiji, they allow you a trial ball. In 
Somaliland, prayers used to hold up the 
game when Mecca decreed, and the local 
sheikh insisted on wearing a sword at the 
wicket. Someone did actually say in 1937 
that cricket might be good for Hitler. But 
the game never really caught on in Ger- 
many. The language was against it. “Run 
out” translates as Ausgeschlagen marend 
de Schlagmann seinen Lauf machte. 

The Greeks are a sporting crowd. Pro- 
metheus was a fiery bowler in a memora- 
ble game in Corfu. And there is great 
hope for the Irish. They beat the West 
Indies in a one-day game in Londonderry 
in. 1969? Lloyd scored one, Butcher two. 


Alec O'Riordan was the demon bowler. - 


We could do with him now. 
Kenzo Tange 


Eastern eyes on 
Paris = 





SINGAPORE 


Few'contemporary architects are as inter- 
national as Mr Kenzo Tange, who recent- 
ly became an associdte member of 
France’s .L’ Académie des Beaux-Arts, 
the first Japanese to do so. He has won 
patronage from countries eager to display 
their new wealth and ambition, from 
Japan in the 1950s and 1960s to the 
Middle East and Nigeria after the surge in 
oil prices, and more recently Singapore, 
and Malaysia. 

He has helped rebuild Skopje in Jugo- 
slavia, which was devastated by an earth- 
quake in 1963. Along the way there have 
been big projects in Bologna, San Fran- 
cisco, Minneapolis and Sydney. Mr 
Tange recently presented a plan to trans- 
form the sleepy capital of newly-indepen- 
dent Brunei into a modern city. 

There is a messianic streak to Mr 
Tange, which appeals strongly to the 
developing world, “Architects today tend 
to deprecate themselves, to regard them- 
selves as no more than just ordinary 
citizens without the power to reform the 
future”, he once wrote. “I feel, however, 


that we architects have a special duty and 


mission that we must not abandon.” At 
the age of 71, he now wants to take on 
Paris and New York, his favourite cities: 
The aim is to add another tower block to 
Manhattan and to erect a new building 


near the Eiffel tower-ea project that is ` 


currently the subject. of discussions with 
the mayor of Paris ;Mr Jacques Chirac. 
His services are in demand around the 





“world in part because he has tried to 


Singapore s tallest storeys? 






develop a style of architecture and urban 
design for a post-industrial society, in. 
which communication is’ as importa tas. 

living and working. Modern cities, he 
thinks, can expand more’ easil 
straight lines rather than centrifug. 
before. This idea was too radi 
Tokyo's planners in 1960 
suggested easing the « 
expanding into the bay 
like structures connectes 












with office blocks al ng eac 

of his individual buildi 

signed to change thei 

Yamanashi press. 

in Kofu city, Japan, w 

new office units cou 

original structure m. 

of circular shafts; 
Buildings m 

al response; 





nade his name. The tw 
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for the Tokyo Olympics in 1964, create a 
sense of dynamism and excitement, They 
look like giant catherine wheels from the 
air and, at ground level, one of the 
gymnasia is shaped like a tent, while the 
other spirals up to a central steeple. 
Because of the use of the same building 
materials and technology throughout the 
world, Mr Tange believes that cities will 
look more uniform. The answer, though, 
is not to design modern buildings in 
traditional, local styles, such as pagoda- 
shaped skyscrapers, but, instead, to clus- 


Model soldiers 
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~ ter tall buildings together in a distinctive 


way. That is what he has tried to do in the 
Fiera district within a stone’s throw of the 
centre of Bologna. There, the skyscrapers 
are grouped around a central square in a 
way that is intended to resemble a tradi- 
tional Italian piazza. 

It is even possible, he believes, to build 
a distinctive cityscape in Singapore, 
which many would say has been ruined by 
the erection of nondescript skyscrapers. 
The salvation for Singapore; says Mr 
Tange, lies in creating a cluster of tall 





Collectors’ choice 


The vogue for collecting lead alloy mod- 
el soldiers has survived the advent of 
their plastic substitutes. Indeed, those in 
near mint condition have rocketed in 
value in recent years. Because they are 
vulnerable to decapitation, dismember- 
ment or crushing, many models have 
perished beyond repair or been con- 
signed wantonly to the dustbin. Scarcity 
has therefore enhanced their sentimental 
and nostalgic appeal to collectors, espe- 
cially those with a previous interest in 
military matters. 

This has not passed unnoticed by in- 
vestors, who have now outstripped col- 
lectors in the quest for model soldiers. 
The most recent model-soldier auction, 
held at Phillips, Son and Neale in Lon- 
don early in May, raised £203,000 for 
24,000 pieces in 1,158 lots. 

The earliest known models have been 
found as complete miniature armies, 
forming part of the funerary equipment 
of Egyptian tombs dating from the 11th 
dynasty (around 2300BC). Roughly 
20cm tall and carved in painted wood, 
with metal-topped spears and leather- 
covered shields, they include cavalry, 
archers, charioteers and infantry. Simi- 
lar, but lifesize,figures made of pottery, 
were seen by President Reagan during 
his recent visit to China. 

European tin and lead figures are 
known from as early as 1000BC, but it 
was probably not until the Greek and 

~ Roman eras that military figures became 
less important as status symbols accom- 
Panying a magnate into the after life, and 
increasingly important as playthings, 
mementoes of military campaigns and 
possibly for instruction and experimen- 
tation in military tactics. 

Medieval model soldiers were some- 

„times made to duel by manipulation with 
strings. This mechanisation reached its 
height in the toy army commissioned for 
the dauphin by Louis XIV in 1672. These 
7cm silver figures, made in Nuremberg 
under the supervision of the eminent 
military engineer, Vauban, could per- 
form all the drill movements of the day. 
The pike-men could attempt to dismount 
the cavalrymen, who, in turn, could 





Games for the boys 


defend themselves by firing pistols. 

Meanwhile, the production of lead 
religious figures and symbols as badges 
and amulets for pilgrims had generated a 
wider interest in such items, and the 
military fervour created by the exploits 
of Frederick the Great of Prussia in the 
second half of the eighteenth century 
prompted the Hilpert family in Nurem- 
berg to start mass production of lead 
soldiers on an unprecedented scale. Like 
those of most of their contemporaries, 
the Hilperts’ figures were “flats”, pro- 
duced by pouring a molten alloy of lead 
Aand tin between two blocks of slate, one 
engraved with the obverse and the other 
with the reverse of the design. 

The origin of the round-bodied lead 
soldier is shrouded in mystery, but ap- 
pears to have occurred in France, where 
sixteenth-century figures have been re- 
covered from the Seine. The first French 
manufacturer was probably Lucotte, 
which may have been established before 
the end of the eighteenth century, and 
was subsequently incorporated into the 
world-famous firm of Mignot. 

The mid-nineteenth century saw the 
first attempts to standardise model-sol- 


le = 


buildings on Marina South, a piece ol 
reclaimed land south of the central busi 
ness district. He has good reason to b 
optimistic about Singapore, which seems 
only too happy to erase the past. He hav 
some 40 big buildings for Singapore of 
the drawing boards, which, if they a 

went ahead, would change life in the cit” 
state. Work has begun on Mr Tange” 
design for the new headquarters of the 
Overseas Union Bank, which, at more 
than 900 feet, will be one of the talles 
buildings outside the United States. 


dier size. In Germany, Heinrichsen, in 
collaboration with other manufacturers, 
introduced the 30mm scale, and, in 
France, Lucotte settled on a 54mm stan- 
dard. Lucotte’s standard was to be 
adopted by William Britain & Sons (now 
plain Britains) when it began making 
metal soldiers in 1893. Despite the late- 
Start, Britains gradually became pre- 
eminent in the field, producing lead alloy ` 


- soldiers in millions. A radical innovation 


was the introduction of hollow-cast, 
round-bodied figures, which reduced 
metal and transport costs, speeded up 
manufacture and facilitated handling. 

The retail price of a box of five Brit- 
ains soldiers rose from about 1s 6d (74p) 
in the early days to about 10s (50p) at the 
time production ceased in 1966. Today, 
such a box may fetch about £100. The 
more valuable early Britains figures can 
usually be recognised by their round or 
oval stands, which, after about 1905, 
were gradually replaced by square or 
rectangular ones. To be valuable today, 
figures need to be in good condition, 
with their original paintwork more or 
less intact. Figures with movable arms 
are generally worth more than their 
fixed-arm equivalent, but it is easy to 
chip the paint by moving them. 

Literary fans of model soldiers over 
the years have included Robert Louis 
Stevenson, G. K. Chesterton, Jerome K. 
Jerome and H. G. Wells, whose “Little 
Wars”, first published in 1913, furnished 
the basis for the complex rules of minia- 
ture warfare followed by enthusiasts all 
over the world. Wells, though, has much 
to answer for. He advocated subjecting 
the figures to an artillery barrage of 
wooden cylinders and brass screws. That 
way lies investment ruin. 

Since, for various reasons, so many 
model soldiers go awol and collectors are 
unable to muster full military bands or 
regimental parades, one shop, run by Mr 
John Tunstill in London's Kennington 


+ Road, has added manufacturing facilities 


to its retail trade in military memorabil- 
‘ia. The Tunstill figures exactly match 
Britains ones in style and proportions. A 
range of 350 figures is available, includ- 
ing Roman soldiers, San Marino guards, 
Zulus and dervishes. There are also 
sophisticated items known as “John’s 
girls” that leave little to the imagination, 
especially when painted. 2 
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STAFF TRAINING FOR 
DEVELOPING COUNTRIES 
i ‘career position by earning oa adore Noa: i 
“Out mr bees an Study Program: |. 


| BB sri. no casses. One- 
DE LOPMENT ae No classes. Oneanonaaeaycam. | | 
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E industrialising countries of the Third World. We regoj 
|. such countries (a) wish to protect their country’s future 
Joc reducing dependence on the extraction and expo frs 
“the acquisition of marketing ‘skills.as an essential p 
developing a viable, modern commerci sector 
aims with the minimum’ of damage to cultar nd 
y% : god Sess i ; courses are therefore not simple replicas of 
fami nte is inter vdlaciplinarý and EE: e Ge oF | American students, but take the allimportant 
Be writing of a ropar on a atuty coved E g mam am , "i | the subject and make full use of the colle ve 
a consultation | stat member ct ; ee ea i S Ei participants themselves, : 





C|- The M.Com (master's degree) isa ‘twelve-mo 
Postgraduate Diploma lasts vine months, fu 


country ; ymin taeranrert oes gose [> For further details: 
tudy fellows, should have a degree - marter a foreig ni Sia ee 
or professional qualification, are usually | Pee || | Professor J. M. Livingstone, Ref E 
seconded from ir employing organi- : back guarantee if not satisfied. “| Department of Marketing ; 
i by EEC or other g Aar : University of Strathclyde 
swat awards tor ‘aie separate be nine: Ape 


Scotland 
| Ga ORQ. Telex 77472 UNSLIB.G 


London 
Business 
School 


THE LONDON EXECUTIVE PROGRAM 


"An intensive residential 10-week programme of learning and interaction for managers with key 
contributions to make to their companies’ future success. The Programme's focus is on building and 
sustaining competitive advantage in the. international and natiónal markets of the mid-80s. 

Areas which receive extended treatment are: Strategic Marketing (Dr Robin Wensley), Risk 
Management (Professor Peter Moore), International Business (Professor Ken Simmonds), 

-Organisation (Professor Denis Pym), “inancial Management (Dr rising Schaefer), Accountin sand 
“serin palais Control (Mr Jeremy Dent), the World Economy (Professor Jim Ball and Professor Alan 


- Through its admissions policy the School looks for exceptionally capable and creative people whose 
erence and skills will enhance the work of the group. Approximately 90% are in the age range 30- 
_ Course dates: LEP 39 30 September—7 December 1984 
ë LEP 40 21 April—28 June 1985 
The course fee of £7,000 (LEP-39) covers full residence and the sats of a working 
- visit to the Federal: ‘Republic of Germany. 
For further details contact Sara Banister, London Business School, sussex 
a Fees nee Pare London NW1 4SA. Tel: o1 -262.5050 
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UK bus sector, - 





._ consultancy and overseas will be advantageous. 





TRAVERS MORGAN, 
“Mead House, Cantelupe Road, 
< East Grin 



















cane, 





_ Applicants, 
nalysis. 


allowances are attached, except for duty travel. 


should be submitted by 14 July 1984 to: 


„Chief Personnel Officer. 
Commonwealth Secretariat. 













z “Telephone: 01-839 3411. 


0-15 ‘years’ postgraduate experience 
Candidates must be personable and ambitious: track record in 


Write sending full cv and salary history, quoting REC/P/95, to: 


stead, W Sussex RH19 3DG. 


ECONOMETRICS ` 
Department of Economies 
Applicants for this position should ha 
substantial. academic . qualifications, 
university teaching. ‘experience ‘and 
proven research ability. and compe. 


tence in'the area of econometrics, 








well as expertise in econometrics, ap- | 
plicants: should “have. sufficient back- } 


ground in, economics. to. participate in 


teaching in. areas other. than: 


econometrics: 


An appointment may be made on a” 
continuing basis. or for a period: of” 


between two and five years. The suc 


cessful applicant would be required to’ 


take up the appointment early in 1985. 


$31,994 per annum. 


Salary’ within the range $424,353 to | 


Appointees from interstate ‘or overseas. | 


will be eligible for assistance with travel 
and removal expenses. aa 


Further printed information regarding 


details of application procedure «and 
conditions of appointment is available 


from, the: Appointments’ Officer (Aca- | 


demic), University of Melbourne, Park- 
ville, Victoria 3052, Australia, or from 
the Secretary General, Association of 
Commonwealth Universities (Appts), 
renal Square, London’ WC1H 


Applications close on 31 July 1984, . 
i Ee ann ens Set eren: 


The University of Melbourne - 
LECTURESHIP (CONTINUING OR. 
LIMITED... TENURE): 0 IN 











Victoria University of 


Wellington 

New Zealand 
LECTURER IN ACCOUNTANCY 
‘The Department of Accountancy is pe 
ticularly concerned to develop furth 


the application of computers to releva 
areas. of its accounting curriculum at 


-| -preference will be given to individu 
{who are suitably qualified to assist 





-Salary will be in the range NZ2$22,07% 


_NZ$26,101 per annum. 


Conditions of Appointment and metho 
of application are available from th 


-Secretary General, Association  ¢ 


Commonwealth’ Universities (Appts 


{36 Gordon Square; London WC11 
“OPF; or fromthe Administrative Assi¢ 
“[ tant (Appointments), Victoria Universit 


of Wellington, Private Bag, Wellingtor 
New Zealand, with whom application 
close on 10 August 1984. 





consensus on possible solutions. Through its. work in commodities, 
finance, trade, industry and regional co-o ration, the Division is 
ngaged in continuous analysis and research on issues of interest to 
ommonwealth Governments. It organises the annual meeting of 
Commonwealth Finance Ministers and prepares papers for consider- 
ation by Commonwealth Heads of Government and other ministerial 


should be economics graduates, preferably with a higher degree in 
economics also, and have at least two years’ experience in economic l 


Appointments are normally for an initial period of three years and 
starting salary, which depends. on-qualifications and experience, is 
subject to. UK-income. tax and National Insurance deductions. No 


Written applications giving full details of qualifications and 
experience, together with the names and addresses of three referees, 


Marlborough House, Pall Mall, London SWIY SHX 


Long established British airline has been. 
approached by African government with a 
view to formation of a National airline. We are 
seeking a financially strong partner in this 
venture with African trading experience. - 


Box 3381, see ge 
The Economist Ne! spaperLtd, 


25 St James’s Street 


London SW1A 1HG. 


SENIOR RESEARCH OFFICER 


Applications are invited for the post of Senior Research Officer at the Trade 
Policy Research Centre to be enga 


ggo on a major project on. Public 
Assistance to Industries in the United Kingdom. Applicants should have a 
post-graduate degree in economics, proven professional competence and 
an ability to write clear, cogent: and correct English, They need to ‘be 
interested in policy-orientated research and must have studied internation- 
al economics and applied econometrics. Knowledge of public economies: 
especially cost-benefit analysis, and. of industrial economics would ‘be 
useful, as would familiarity with computing. The salary being offered is- 
‘between £9,000 and £11,000 per annum depending on experience. c=. 


Applications together with a curriculum vitae and two suggested referees | 


should be sent to Miss Janet Strachen, Assistant Director, Trade Policy 
Research Centre, 1 Gough Square, London EC4A 3DE, a on 






















rkbeck College 

versity of London) 
OGRAMMER—DEPARTMENT OF 
ONOMICS 


3 Department of Economics has a 
ancy for a Programmer to assist 
ff-and ‘students: of the Department 
he their computing. Knowledge of 
'RTRAN is required, and experience 







versity of Aberdeen 








NISTRY OF 
ENCE LECTURESHIP 






ip in the Centre for Detence 
jies. The post is funded by. the 
‘istry of Defence under its scheme 
“the promotion of higher defence 
idies. The appointment is tenable 
m1 October 1984 orias soon as | 
sible thereafter, Candidates should 
vèa particular interest inthe contem 
rary problems of NATO. and Weet 
tropean detence, 







tlary ons Lecturer Scale £7,190- 
4,125..perannum: (under review), — 
th appropriate placing, 


inher.. particulars and application 
rms from The Secretary, The Univer- 
ty, Aberdeen, with whom applications 
‘apes should be sees by 6 wy 








3USINESS | 
PERSONAL s 





ail types: ‘fiction, non-fiction; 
‘holarlyand juvenile works, 
te: ‘New authors welcomed. For com- 





ilete information, send for free booklet | 


3-92, Vantage Press, 516W, 34 St, 
Jew York 10001. 






















PROJECT SITE HOUSING 
` ON SALE AND LEASE BASIS 


Portable skid mounted assembled units variqus sizes 
and ptetab panei system accommodation cflerid in 
following category = ~~ offices, conterencé rooms; 
stah recreation halis, kitchen. with diner 
units and workers genuer accommodations 


INTERNATIONAL 
- EMPLOYMENT 
roles and isand technicians. there is always 
K: nead for you on projects woridwide. We are 
van American company and have access to 
4,000" Multinational American firms, pius $ 
126,000 companies in 133 countries For 
ftee information and a confidential application 
o Werte to 
i INTERNATIONAL CAREER CONSULTANTS 
> Avenue De La Tanchez 
8-116 Bruxelles, Belgium 
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Victoria Universit 
of Wellin gt on y Salary on Lecturer scale (£7,190-£14,125 per ann 
~ New Zoalañd Application forms and further particulars av 


. LECTURER IN ECONOMIC HISTORY 


“given: to. qualified applicants with re- 
isearch interests in’ some aspect of the 
= development of the modern interna- 


< are available from the Secretary Gen- 


' the Administrative Assistant (Appoint- 


‘ 2} ton, Wellington, New Zealand, with 
SA whom. applications close on 17 August 


publisher sesks wau. 






















inthe use of econometric and/or statis- ze semana 
UNIVERSITY OF STRATHCLYDE 


tical packages is. highly désirable. Sala- 
ry in range £8,376-£10,161 pa (under 
review) inclusive of London Weighting. Department of Polities 


Application forms and further particu- 
lars may be. obtained from the Assistant 
Secretary. (Personnel) (E), Birkbeck 
College, Malet Street, London WC1E 
THX: Tel: 01-580 6622, ext 529." 
Closing date: 26 June. : 


LECTURESH 


i Applications are invited for a temporary lectureship, 
year, in Political Theory. The successful candidate w 
“teach a second year course covering: modern ( pi 
political thought and a final year course in 
seventeenth century English political thought. 


















“—MeCance Building, 16-Richmond Street, Glas 
i: 31/84). Closing date tor applications: 29 June 984 


CONFERENCE 


Applications are invited for the above: 
lectureship which is available from 1 
February 1985, Preference. will be 






















































SURREY ENERGY ECONOMI 
A Major international Energy niere 


INTERNATIONAL GAS 
PROSPECTS AND TREND 


obeheidon o0) 
15th and 16th April 1985 atthe 
UNIVERSITY OF SURREY, GUILDFORD, 
SURREY, ENGLAND. 
EE : 


tional economy (since about 1850), but 
applications. will be considered from 
people with any post-medieval special- 
ist:interests.. Candidates must be able 
and willing to.teach some economics 
aş well as economic history. 


Salary. in the range NZ$22,077 to 
NZ$26,101 per annum. Conditions of 
Appointment and method ot application, 

































eral, Association of Commonwealth 
Universities (Appts), 36 Gordon 
Square, London WC1H OPF; or from 


ments); Victoria- ‘University of Welling- 






Further details available from Mrs J. Pollard/Mrs J, Benn, Bi 
Surrey, Guildford, GU2 5XH, England. Tel: 0483 BRE: rte telex 











_ GAS PIPELINE SUPPLIES — 


~ Gasco (Compañía de Consumidores de Gas de Santiago S.A. yi is preparing a. 
feasibility stay for transporting natural gas to Santiago through a 150 
kilometres pipeline. Os 
The design of this pipeline could have different diameters along the route and ` < 

four alternatives are at this time being considered. Pipes are to be made out. - 
of welded steel, API 5LX specifications, grade X52, bevelled for welding, non = = 


expanded material. ; 
- In order to select the appropriate design we would like to receive indicative 
prices on the following: l ; 
Alternatives Outside 75km 50km 25km 
diameter wail wall wall 
thickness thickness _thickness_ 
LA 123” 0.188" 0.281” 0.330" - 
B 12” 0.203” 0.312" 0.375” 
Cc 16" 0.250” 0.344” 0.438" 
D 18” 0.281” _ 0.375" 0.469" 


Offers should indicate prices, length of pipes, delivery time, financial facilities, ee 
and other conditions. — 


Write-to: 
_ GASCO, Santo Pominge 1061, Casilla 8-D, Santiago, CHILE ai 











INTERESTED TO HEAR FROM 
AMBITIOUS PEOPLE 
in Australia, Belgium; Canada, France,’ Hongkong, Ireland, Japan, Malay- 
sia, Netherlands, Switzerland, Taiwan, West Germany, UK and USA, who 
would like to work for themselves to develop a secure income which may 


well exceed £25,000 per annum and help: us expand. our decentralised 
marketing business. Ability to speak or read English is hot required. 


Please contact Fahey. Marketing and Management Consultant, 7 King's 
Parade, Okehampton Road, London NW10 SED tor further details. 


` PUBLICATION. 


JUST PUBLISHED 
=: CONTRIBUTORS: 

Jacob A. Frenkel: ‘international 
Liquidity and Monetary Control’. - 
Jack Guttentag & Richard Her- 
ring! “What Happens When 

Countries Cannot Repay Their 
Bank Loans? The Renegotiation 
Process’’. Gerald M, Meier: 


FURNISHED LETTINGS SW Londo 


Surrey, Berkshire. Contact MAYS, Ox- 


shott (037 284) 3811. Telex 8955112... 


Mayfair. Near Dorchester Hotel. A-one 


room fully serviced luxury suite avail f. 


able: for tent Prestigious 
block. £320 per week, i 
maximum one month, 
Write: Flat 25, 39: Hil Street, 
Mayfair, London Wt. ibas 
Telephone: 01-409 3431) 


‘GUERNSEY mailbox, office/comp: 
nominee services. Strict: confide! 
ENOUVAT. Dupre Assoc. Lids Che 


@, St. Sampson; Guernsey, CI. 


‘Can : 
| 0481-49773, Telex: 4191171 


HANDWRITING ANALYS! 


| Suspect Documents: Examiner of Forge 


ap 1] Anonymous writing. 
inimum 2.weeks, pap i 


Also Personnél Character Assessment 
OP To A Cavell 

9 -Village-Ciose, London NWS- SAH, 

>.> Tel01-794 6060, i 


CHIROPODY AS A PROFESSION 
The demand for trained chiropodists in the p ctor is 
Most of the training necessary to qualify for a Di 


a Diplo ) 
be taken at home K specialised correspondence less s- F 
ly provided, e ea s 


training is additional 


Write for the FREE BOOKLET from The Secretary, The School of 
Chiropody, SMAE Institute (Established 1919), New Hall, Maidenhead, 
Berkshire $16 4LA, UK. Tel: Maidenhead 32449. 


*Analizing the:Risk. of Lend- COURSE i 


ing to Developing Countries”. 

avte o! € | Leif H. Olsen: “The Bretton 

Lenien Vi Woods Nostdigia’’. And 
\ others. 


_ Edited by S.K. Kaushik 


Manchester Business School 
INTERNATIONAL BANKING AND GLOBAL FINANCING 
257 pages, paperback. $16. postpaid. To order, send 


check or monay order, payable to Pace University, to: EX = ) 

Pace University, Attn: Comptroller, Pace Plaza, New , BE or 
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SUME I A PROBLEM SHARED... 
ATTENTION FOREIGNERS e - —— ~ 
A law further restricting the sale of properties will become effective soon in 
Switzerland. A limited number of quality apartments are still available in the 
area of Montreux, overlooking Lake Geneva and in popular mountain 
resorts: Villars, Verbier, Les Diablerets, Leysin and Chateau-d'Oex 
near Gstaad. Prices from.SFr123,000. Contact: GLOBE PLAN S.A., Av, 


Mon-Repos 24, CH - 1005 Lausanne, Switzerland. Tel: (21) 22 35 12. 
Telex 25 185 melis ch, 


VINEYARD- SOUIN OF FRANCE 


An intensive three-week programme for key members 
of the organisation’s top executive team...” 


The Senior Executive Course hasan appropriate focus. | 
on top management responsibilities in the areas ofr | 
FINANCE : ORGANISATION: STRATEGY 


-and provides an ideal foruny for sharing fresh insights 


NEAR MONTREUX 


35 Hectares, Cotes de Fronntonais Ap- 
| pelation Controlée Wine. 
| Vineyard situated 12 miles. from Tou- 
‘Ouse International Airport. 
| Price: US$400,000 for-a-quick sale. 


Replies to Box 3379° The Economist 
| Newspaper,” 25 St. James's Street, 
London SWIA IHG. 00 


Southern California | 


Excelient investment/development proper: 
| ty. Freeway interchange. Planned far resi 
dential and commercial use. 693 acres, 

Write to: 
MrJohn Neely 
Construction Development, ine 
23 N. Franklin Street 
Chagrin Fail, Ohio, USA 44022 


Foreigners can buy: LUXURY CHALETS from | 


Sfr235.000,.. VILLAS irom SFr325 600, 

APARTMENTS from-about SFr100,000. Mort- 

gos 70Sa at 62% interesi. Ask: H. SEBOLD 

A, Tour Grise 6, CH-1007 Lausanne. Tel: 
42125 26 11, Telex: 24298 sebo ch, 
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ASIAN. PUBLIC FINANCE EXPERT, . 


MPA Harvard, 30 years’ experience 
accounting, ‘auditing, budgeting inter- 
national trade, financial policy in devel- 
oping countries, seeks new position, 


‘Box 3380, The Economist Newspaper 


Limited, 
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and information on areas of current concern. 
The course uses Manchester's well known project 


approach to ensure that new ideas. generate practical 
applications and maximises the sharing of experience 
amongst course members. oe 


For details of reservations on our SEPTEMBER or JANUARY 
courses please cut out the advertiseme 

(as places are limited) to Jea 

Administrator, Manchester Bus) 

Booth Street West, Manchas 

Telephone: 061-273 8228 
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UTPUT, DEMAND AND JOBS West Germany's gdp rose 0.5% in the first THE ECONOMIST COMMODITY PR 
arter, taking: it 3.6% above its level a year earlier. In’ Australia, industrial INDEX America’s. cop 
Oduction rose 1% in March, reversing -a similar decline the previous month. want copper import 
Igian. industry expanded its output by 0:4% in February, for a 12-monthly 353,000 tonnes a ye 
crease of 3.3%. Japan's jobless rate fell slightly in April for the second month in a years—otherwise, the 
w, to its lowest since- Jast July. But Canada’s unemployment rate rose last month industry (40% of whi 
-7% up from 11.4% in April and a low of 11.1% last December. idle) will be wiped ou 
change atannualrate prices are 67 cents 
Sieu. industrial production gnp , ‘retail sales -unemployment % rate States; producers 
oamthst iyear 1year- 3 mthst tyear jatest year ago age 85 cents a Ib. Ir 
+43 +62) +79 . +6.1(12) +27 -= 06) 95 (4 102 most of its refined p 
#43. + 33 (2) fa TIA -14.6(12) 13.7 (4) 136 copper becomes 
+36. +103 (3) + 36.. 43.2113) 4 78 0 (2) 44.7 8) 12.3 p : 
+63 FAT + 11 +1.2 (3) 413.0 f 9.8 (4 85 cents a lb. On g 
E43 t 3.1 (3) + 20436 (3) + 14 + 21 (2) 9.4 (4) 9.3 copper exporters 
+207 + 63 (3) na = 30t " = 16 (i) 174 (ay 18.2 American banks. 
+19.1 +.42 (1) JA th 212) +105 + 2.312) 13.9 (4)* 115 O 
+15.1 +12.0 (4) + 3: +3612) 419.5 + 6.2 (2). 26 (4) 27 
+78 + 9.0 (3) { 4270) 75 + 1.4012). 3.2 4) 28 1980= 100 
TEA ni (9+1, AD e A o 2a @) 1.2 By 08 
04 "+ 23 3) +0. +28 (D +32 + 27 (5) 127 (5) 124 
SANB +164 (4) + 8, +78 3) +58 ` +38 (3) 75 (5) 104 
ea 


PRICES AND WAGES Five countries—Belgium, Holland, Italy, Japan and West 
Germany—reported new figures on consumer prices, and all of them showed a fall 
in the 12-monthly rate of increase. Japan had the smallest rise, of 2.3% in the year 
io A hile West Germany's 2.8% (to May) was its lowest this year. Italy is 
ing it hard to push its inflation much lower, with a rise of 11.9% in the year to 
March after 12.0% in February. 
% change at'annual rate 
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Fou wage rates in manufacturing except Australia, weekly re amir ; Japan and Switzerland, monthly earnings; Belgium, 
i : banada, Sweden and USA, 'Kourly earnings: UK, monthly earnings ioral o erko sá ý 


FOCUS: REAL WAGES After the 
1973-74 oil shock, real wages in 
most industrial. countries did not fall, am 
| $0 higher oil prices were paid out of a ; a 
“profits. The reaction to the 1979-80 è ; 
oil shock has been different. ‘In five of 
the six largest economies, real 
wages in manufacturing have fallen - 
| for short periods. France did not pay France - 
_for its continuous increase in real 
-| wages through higher productivity, so 
| profits fell; France's government now 
-4 accepts that jobs have to fall as well. 
The biggest drop in real wages was in 10F ent aereas ii 
America in 1980—one reason why its i w real earnings < ° 
‘employment has since boomed. As “ 
| economies recover and their terms of 
trade improve, so real wages can rise 1380 Br B3 "Ba a ar as Taa 
4 without squeezing profits, : , : Source: OECD i *Average earhings in manufacturing except France:average wage rates in manuticturing 








West Germany 








Footnotes applicable to all tables. All figures seasonally adjusted except where otherwise stated. “Not seas. adj. tA\ 
compared with average of Previous 3 months, at annual rate. n.a: Not available. Small figures in brackets denote month of 
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FOCUS: PETROS WTS tt is 
impossible to trace every dollar that oil 
exporters have, stacked up abroad, 
but the IMF has identified how they 









WORLD BOURSES Worries about American interest rates continued, pushirr 
share prices down almost everywhere. The exceptions included Tokyo, | consolidatin 
after recent falls; and Frankfurt, where investors decided that angst about the 35-hou 
week had gone too far. Singapore touched a new low for the year, ina thin market, 































































































have used $458 billion over the past | Stock price indices % Change on: os ; 
10 years. Half of. it has gone into dune 4984, one er kon anaa 
securities, property and direct lending, 12 high low week year” high in'local 
including $110 billion in the two years “oj Surrency 
1980-81 after oil prices trebled. The-oil London 834.1 922.8 770.3 07 +184 +96 +75 
exporters have sent: aid. averaging $8 New York 1110.5 1286.6. 1101.2 =t OB BB 118 
billion a year to oil-less developing | canada 2236.0 2585.7 2187.8 =20. = 66 -139 — 122 
countries, mostly. as grants. They Australia 660.0 787.9 654.8 ~22 4.9.1 =16.2° 14.8 
have leni some extra money to the | jaen e Pen mi ae ee 
IMF and the World Bank, though they |  Beigum 7148.8 156.3 195.3 “it. $9 = 61 + 78 
borrowed from the IMF in the cash- | France 169.8 181.7. 155.6 =1.9 496.200 65 + 84 
strapped years of 1978-79. The oil Germany 1004.8 1096.5.. 998.3 +06 £7.20 TET 
exporters have also made heavy use | Holland ae Aled Sy ee ee aa 
. w à i f ~ 203. ; 1921. -2 +7. Taa + 64 
of their banks, piling up deposits when ae 926.8 a 926.8 -20 = 45 198, 78 
their cash flow increased in 1974-75 pore Africa 4048.2 1105.3 962.6 01 HIG8 Se 85 
and 1979-80, but withdrawing. a net | Sweden 1428.9 1594.5 1988.0 1.8 + 7.4 -104 = 4d 
Switzerland 350.3 388.7 358.8 “12 S T25 6A 





1 $31 billion i in the past two years. 
l MONEY AND INTEREST RATES Japan’ s M1 measure of its money supply. ros: 
fj in 1.3% in April; its 2.3% rise over the latest 12 months is Japan's fastest sinc 
September, 1983. The broad Japanese méasure of money supply rose 7.7% ‘in th 
k $ || year to April, a rate that has barely flickered since 1982. 


Money supply Interest rates % p.a. (Monday, except bonds which are previous Friday) 


in, Oil exporters’ use 
of surplus cash 
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% vise on year ago Money market Commercial banks. =" Bond yields -Eurocurrency ` 
Narrow Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 
Bank (M1) tending 3 months long-term 3- months 
deposits: Australia +10.9 +12.0 (4 15. 12 14, 15 12, 
Belgium + Fao + aA 818—173 s T 12.44 12.36 
Eurocurrency C +68 +.0.5 (4 11.70 it 13.61 13.73 a ‘78 e 
France +11.8 +11,6(12) Ta 12.38 1228- 12. 13.00 14.1 13.4 
W Germany +45 + 4.0 (4) 5.55 15 §.60 8.12 05 5.81. na 
Holland + 46 + 9.5 (2) 5.75 6.25 ra 6.25 8.60 8:66 6.19. na 
tna Italy +10.9 +13.2(11) 16.75 17.00 17.50 11,50. 15.65 44.79” 18.25 na 
Japan +23 +77 (4) 5.75 638 550 350 7.96 7.62 6.25 na 
Aid : Sweden na + 6.7 (3) 11,50 11,60 11.00 11.55 11.00 12.00 41,88 na 
elie GHH Swizerland + 1.3 + 66 (2). 2.88 4.00 750: 3.25... 4.73 5,08 3.94 na 
to IMF ind. i UK 413.1 + 83 (4) 7.00 944 10600. 925° 1136 1208 944 ona 
World Bank Eurdcurrency PAE USA +75 +94 (4) 1088 1080 1250 11.00. 1348 1460 11.63. na 
withdrawals- | Other key rates in London 3 mth Treasury Bills 8.9%, Tay Interbank 9.0%, pings: banks Tday notice: 5. 8% 
iene wauta uhles; ` a Eurodollar rates. (Libor): 3 mths 11.7%, 6 mths 12.4%. 
f bho ihe bilateral lending i 20 + M2 except Australia, Canada, Switzerland, U.S.A., W. Germany, Ma, Japan MA T Cbs UK EN Do Detinkions mireta 
, except aid) : quoted availabe on roquast- Sources: Chase Manhattan, de Commerce (Belgium), Nederlands 
| Source: MF 1974 76 7B B0 #263 ‘Credit Lyonnais, Svenska Handelsbanken, "ANZ trie Credit Suisse First Boston. These rates are indicative on 
and cannot be construed as offers by these banks. 





TRADE, EXCHANGE RATES AND RESERVES Canada had a surplus on its visible trade of C$1 8 ‘billion (US$1.4 billion) i 
April. Its current account swung to a deficit of C$147m in the first quarter, after a surplus of C$39m in the fourth quarter of 198% 
New figures on international reserves showed a decline in April in every country in our table bar Japan, though most still have large 
- reserves than they did a year earlier. 



























































Trade balance’ curent- currency units. per $ 3mth forward rate Trade-weightedt currency units foreign jebecvestt 
$bn account exchange rate. $bn 
f oe balance Discount 
latest = latest12 $on premium ; 
; month months latesti2 mths latest year ago par$ %pa latest per SDA > 
Australia + 938 a 4.08 ~ 5.0 {4} 1.12 114 112 Disc 0.90. 836 } z 
Belgium eS gos) W 23 -< 0.512) 55.6 $1.2 §5.6 Par 90:1 
Canada + 1.87 (4) +14.3 + 0.7 (3) | 1.30 1.24 1.30 Disc 0.28 88.2 
> France |. 054 (4) - 42 2.0 (3). 8.39 7.71 8.39 Disc 1.56 66.5 
2 WoGermany - 4+. 1:30 (3) + 18.9 ~_ 23) 2.73 257 2.69 Prem 5.77 126.0 
Holland 0.01 (2) + 3.8 + 3.6(12) 3.07 2.87 3.03 Prem 5.39 115.2 
taly „290.66 (2) 6.3 = 11 (9) 1688 1516 1702 Disc 3.24 48.3 
_ Japan + 3.94 {4}  +35,7 +25.8 (4) 233 243 230 Prem 5.36 187.3 
Sweden + 0.08 (3) +.2.3 ~ TA(t2) 8.08 7,87 8.07, Prem0.15_ 66.9 
Switzerland ~ 041 8) - 37 + 3.0(12) 2.28 2.14 2.24 Prom7.72. 145.7 
+119 (4) = 24 + 174) 0.72 0.66 0.72 Prom 2.37. 79.5 
USA -12.19 (4) 95.6 ~40.8(12} = ~ — m SO 








f poe veahan 1975= 700 Ffexchudding gold ‘Canada, Australia, Japan, France and UK imports fob, @) 
_ Régitored as « Newspaper. Composed by Camdan Typeseter Lid. London, Enpara, and pen Srp Ties Pra Sor Bhd. 








3) TheEconomist 
Intelligence Unit 


The EIU’s Quarterly Economic Reviews 
guide you expertly through economics 
and business in 160 countries 


‘Every quarter 83 separate Reviews together cover over 160 countries — evaluating growth prospects, assessing 
opportunities, examining the problems. By providing a concise service of business oriented analysis of the latest 
economic indicators in almost all countries of the world, the EIU aims to assist subscribers to react quickly and 
accurately to developments in the international economic environment. 


_Each of the 83 Reviews contains: compact, coherent and standard format, although contents inevitably vary 
l e "300 word summary of the contents. Arom country to country depending on the availability of data. 
© 1,000-3,000 words discussing the main trends in the economy and nnual Supplements carry statistical tables on economic indicators over the 


forecasting them for a year ahead. For key economies, this is a numerical longer term. : ; : : tet 
oray : ye h > A text puts these and many other figures in their setting and outlines political 
forecast of the main components of expenditure in real terms. 


conditions, planning policies, foreign investments rules and exchange 
@ 5,000-10,000 words of news analysis covering the mainissueson which restrictions. 
organisations operating in an international context need to be informed: 


political developments relevant to an understanding of the economy;, __ How the Reviews work for you 
government economic policies; trends in investment and consumer spending, @ asaconcise yet comprehensive service of comment and analysis on the world 
performance of key business indicators; evaluation of foreign trade data; economic situation. 


assessment of development plans. 
@ Charts fora visual indication of the main economic trends. 
@ Statistical appendices, for a deeper perspective. 


as an up-to-date guide to business conditions and prospects. 
as briefing material for overseas visits by businessmen. 
by providing access to information not easily available elsewhere. 


83 Annual Reference Supplements 
Backing each Review’s current analysis and forecasts, as an integral part of 


the service, is its Annual Supplement. This describes economic structure, The Economist Intelligence Unit Limited 


organising data from a wide range of national and international sources into a 
g gda i g Registered Office No: 563972 England 


E g i eee 


as a check on data acquired from other sources. 
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All KLM 747 and DC-10 intercontinental flights Comfortably padded electronic headphones with - 
are offering a completely renewed Business Class. stereo sound, free-of-charge. A 30 kilo baggage 
Just look at the many improvements and advantages: allowance, 10 kilos more than before. And naturally. 
all Business Class seats are 41 inches wider, giving you drinks, including champagne, are free. 
more room than ever before. There are 38 comfortable Why not experience the difference for yourself? Test 
inches of space for your legs. Most seats are two-abreast. try us, fly us, Call your travel agent or KLM for full det 
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World politics and current affairs _ 
} The aim of Europe- - 
East-west summits take sweat 

















bourg; Le sexisme ae ae 
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41 American Survey: When labour's crown. 
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Nato; Reader's Digest Mortimer Zuck 
benefits; Levis 


Aux armes 
French army rejuvenated-—but 


does it help Europe?, pages 
37-40. 


\im of Europe. 
wning European voters need 
a practical European aim, not 

“dreams, page 13. The aim: a 

















































: A 51 Britain: Miners’ strike: from picket to riot: Polic Jing 
«genuinely common market, Best's over societies; Surrogate mothers; The Observer newspa, 

pages 29-31. Anatomy of the The OECD foresees more European elections; State of the parties; Francis Pym: 
elections on the continent, jobless in Europe, page 61. Unemployment; Women at work os 
page 31, and in Britain, page n 

54; where the voting systemis | Latins’ hoards 


unfair, page 16. Business, finance and science. 

59 Business this week 

61 World Business: At best the outlook for j 
worst awful; Brazil; Competition; Coffee; Ret, 
ca, Harris Queensway and Debenhams; Spey 
rain; European airfares, Singapore air unio 
Europe's oil; Lesieur; Cut flowers 

70 Business Brief: World fishing flounders 


A lot of the money lent to Latin 
America has gone into rich 
people's investments abroad, 
page 73. Brazil in slump, page 
62, but with coffee looking 
better, page 64. Colombia's 
cocaine in cut flowers, page 

68. 
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the Observer, page 53. 
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The Russians are being more 
“sensible about summits than 
- Reagan is, page 14. Talks 
about space?, page 21. 
Nunn’s challenge to Europe, 
page 44. 
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Kremlin's eye view, 


-To killa Pope 
_Let atrial decide how much 
help Agca-had, page 15. 


Last of leprosy 
“Scientists tearm how to switch it 3 
off, page 79. His fair lady? 

; moreen | Will Mondale be daring?, page 
Whale ofa tale 15. Reagan's rolling campaign, — 
Misleading scientists and page 42. Labour's new political. 
-Whalers allke, page 80,- cloutin America, page 41. 
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“Comecon 


~Sir—Your article (June 9th) on 
Comecon (CMEA) gave a-most 
one-sided picture. You ignore 
the fact that the CMEA, while 
only possessing 10% of the 
world’s population, produces one 
third of world industrial output. 
nce the formation of the 
“MEA 35 years ago the national 
income of its members has in- 
creased nine times. 

Far from being an inward- 
looking organisation torn by con- 
flict, as you would have. your 
. readers believe, the CMEA is 
active on an international scale 
beyond the boundaries of the 
member countries. It has co-op- 
erative agreements with Jugosla- 
“via, Finland, Iraq, Mexico and 
Nicaragua, Representatives of 
Angola, Afghanistan, Kampu- 
chea, Laos, Mozambique, the 
People’s Democratic Republic of 
Yemen and Ethiopia have ob- 
server status on CMEA bodies. 

The CMEA is not a rich man’s 
club. One of the main tasks is to 
raise the economic level of less 
developed members like Viet- 
nam, Mongolia and Cuba to that 
of the other members. It is to 
discuss and review problems like 
these thatthe CMEA needs the 
summit. 






























ANDREI VASILIEV 


Moscow — = Novosti Press Agency 





Health care 

SIR—Norman Macrae, in his ex- 
‘cellent assessment of health care 
April 28th), confuses “scan- 
ning” with-‘screening”’. “Screen- 
ng” involves regular examina- 
on of a population at risk of 
disease. This was first introduced 
in. Britain as radiography for tu- 
_berculosis. We now have cervical 
ancer screening and breast can- 
cer screening by X-ray and physi- 


ble fibre optic instruments are 

















ng of the gut in order to detect 
“early cancer. In Britain the most 
effective screening programme 
would be annual chest X-rays for 
all male smokers over 40. 

“Scanning” should not be con- 
used with this type of process. 
. Computerised: axial tomography 
(CAT) scanning, nuclear mag- 
metic resonance (NMR) scan- 
_ hing, or radio isotope scanning 
‘with a gamma camera, are entire- 
dy specific examinations used by 
‘clinicians to support a diagnostic 


Published 
Printed in 


_ $50-billion-per-year 


examination. In Japan flexi- 


sed routinely to examine the. 


hunch. American medicine and 
surgery-suffers-an excess of diag- 
nostic scanning usually because 
of a. wishoto claim: fees. from 
insurance agencies to. pay for high 


capital cost equipment; and anxi- 


ety about medico/legal action if 
such techniques.are not used to 


substantiate a near-certain clini- 


cal diagnosis. 
Harley Street, 


Londoa F. D, SKIDMORE 


SIR--Norman Macrae’s assertion 
that “America’s medical prob- 
lem... is no longer one of 
health-care inegalitarianism [but] 
of health-care inflation” ignores 
the extensive research document- 
ing profound and growing in- 
equalities in health and health 
care, Thirty million Americans 


(11% of the population) are com- 


pletely without health insurance. 
As a result 200,000 acutely ill 
patients are refused care each 
year in private hospital emergen- 
cy rooms, fully 40% of all tod- 
dlers remain unimmunised, and 
in many inner city areas infant 
mortality rates have risen precipi- 
tously over the past three years. 
Mr Macrae’s blindness to the 
suffering caused by private-sector 
dominance of America’s health 
care is complemented by his un- 


critical interpretation of the 
Rand Corporations study of 
whether free care improves 


_ health. This study found that, 


even for healthy young adults, 
free care reduced the risk of dy- 
ing by as much as 21%. Yet Mr 
Macrae omits reference to the 
American 
health bureaucracy devoted to 
selling insurance, sending out 
bills, checking the financial status 
of patients, and a myriad other 
manipulations to assure that 
medical care is provided prefer- 
entially to those who can pay for 
it. The contrast bétween:the, per 
capita costs of health administra- 
tion in America and Britain, $200 


v. $24 per year, argues eloquently 


against the “efficiency” of the 
private sector. 





Cambridge, D. HIMMELSTEIN 
Mass §. WOOLHANDLER 
Duty to die 


SIR--Your article on Colorado's 
governor (June 2nd) repeated the 
original, distracting misquotation 
of his comment on “the duty to 
die”. Governor Lamm did not 
mention the elderly at_all..In- 


‘should, 


Subseription Deine POF P.O. Box 190, 23a snp 


asks 
might: be far more t 
dying. Homer, Plato, 





sus—-among. \... others—argued » 
against the quest. : 
Fort Collins, aaa 
Colorado ` Kevin P, Keane | 
Air fares 


SiR—There are two tapers of 
your excellent.article (May: 19th) 
on the exorbitant fares charged 
by subsidised airlines within Eu- 
rope that you might usefully ex- 
pand. First, how have these air- 
lines and their cartel—conspiring 
together against the public—con- 
trived to break the rules on free 
competition of the Rome treaty 
and get away with it? 

Second, an aspect you scarcely 
mention: European railways (no 
further from bankruptcy than 
these subsidised airlines) have 
the good sense to give a 50% 
reduction to older people who 
travel if only they can afford it. 
To a query on this point by a 
friend addressed to the cartel (the 
International Air Transport As- 
sociation) the reply was that the 
question of such a concession had 
never been considered and that 
there was no intention to do so, 

I am writing you this letter 
sitting at the back of an aeroplane 
flying in what these companies 
have not the honesty to call third 
class. The return fare for this 
pune by Europe's most mod- 


ern railway is $(U$)53.30 for old- ~< 
er people. The lowest. and very » 


heavily restricted air fare—and Í 
have paid it for this. flight—is 
$213.30. 


Amsterdam J. A. N. VAN ASSEN 





Foreign debt 

SiR—The more I read about. the 
nearly insurmountable difficul- 
ties-of refunding the foreign debt 
of developing countries (May 
26th) the more convinced [am 
that. it is all a game. The total 


absence. of statesmanship among’ | 


the bankers. is appalling, though 
hardly surprising: After all, they 
have to convince. themselves, 
their superiors, ‘their associates 
and the shareholders that, no 


matter how. bad a loanlooks, it 


can still produce income. That is 


the only explanation Li I can think k 


peng lr a aopen aue th laet iaae rod te“ and in fret waak iranian B 
Singapore. Ratu undeliverable. mail to Times Printers Sdn; Bhd, Times Jurong, 2 
information should be addressed to The Economist Newspaper Ltd., 


fe Siroet London SIA THE Ter Surge telex: 2434 


Ten: years ago; Americi 
banks faced an identical domest 
problem when most of their i 


, conceived loans to real esta 
















d by ‘sister ( 
the. lendir 
da. solution 
rolled over. the loans fi 
fe to five years, capped th 
interest rate and put the accrue 
but unpaid interest into a balloc 
at the endi In some ‘cases tt 
borrower paid as little as 50% « 
the stated. interest, while defe 
ting the balance. i 
Of course, capping would pre 
duce a drag on the current. eari 
ings of banks. This is why it mu 
be imposed across the board s$ 
that all major banks are affectec 
Perhaps this would also nudg 
bankers away from their obse 
sion with current quarterly eari 
ings, which is a root ‘cause « 
many of their problems. 















































Knoxville, 
Tennessee R. H, Horrma 
Continental Illinois 


SiR—Your review of the Cont 
nental: Illinois banking decisio 
(May 26th) contains“the interes 
ing thought that “if the bigge 


than-$100,000 depositors at Cor 
tinental Illinois were burnt, ever 
corporate treasurer worth his ke 





























TheEconomist 
Intelligence Unit 
dovt published: EIU Special Report to. 162°” 
Financial Modelling 
with a Microcomputer 


SOFTWARE CHOICE AND HARDWARE. SELEC] TON 
pantof this report discussesthe 
criteria to be considered when 
selecting microcomputer hardware 
and software for running a financial 
modelling exercise. raat outlines 
various modelling routines and gives a 
number of worked examples of 
different types of model. The report is 
written for the informed but non- 
specialist reader. There is a glossary 
of teclinical terms and a useful listing 
of different software and hardware 

> packages, with an sessment of their 


; main characteristics, «.. 
Price £45 or US$90. Mi egg 
{USS}: Payment wit 


The Economist Intelligence Unit Utd (x1 

27 St James's Place 137 Avenue Louise, Bte $ 

London SWIA INT =. B-1050 Brussels 

/ UK. Tek 01-4936717- Belgium. Tet: maay 
40 Rockefeller Plaza ji 

‘New York, NY 10020 
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FINANCIAL ECONOMIS 
City Based — Sa dee 

starting Salary c. £14-16,000 plus benefit 

The recent reorganisation of the TSB Group has... 

led to the creation of an outstanding opportunity to 


join.one of Britain's leading personal banking and 
financial services groups. 


© Clear communication of complex and technical 
information to all levels of management’ 


Applicants must possess a good degree in 
Economics or a related discipline and have 
experience of the application of economics and 
financial skills in a business or research 


We are seeking someone of keen intellect with 
strong interpretive skills and able to present 


complex information effectively, to join a small, lively 
team reporting to the Group Economist. He/she will 
be closely involved in developing the Group's plans 


environment. 


Experience inthe use of computer-based modelling | 
techniques would be a distinct advantage. 


for extending its services, Principal responsibilities 


of the post include: The starting salary will reflect qualifications and 


experience and there are substantial additional 
benefits appropriate to a major banking employer, 
including mortgage subsidy. : l 


® Monitoring and analysis of domestic and 
international monetary developments 


Please write in confidence, enclosing a full C.V, to: : 
The Manager, Group Management Development, TSB Group Centr. 
Executive, PO; Box 33, 25 Milk Street, London EC2V BLU, 


INVESTMENT MANAGE 
Channel Islands 


_ Leading City Accepting House seeks a Senior 
Investment Manager for its Jersey subsidiary. 
Applicants must have a thorough knowledge of 
fixed interest and equity markets, both domestic 
and international. 4 


The successful candidate is likely to be at least 
thirty and have had several years’ experience ina 
leading Stockbroker or Investment Institution. l 
An ability to relate to high value clients and 
promote new business must also be. 
demonstrated. 


The appointment will be at a Senior Executive 
level initially, with good prospects for further 
advancement. 


Salary will be negotiable and the package will 
include attractive fringe benefits. 


Write to Patrick Allen (Managing Director) 
Beresford Associates Limited 

Boundary House 

91-93 Charterhouse Street 

London EC1M 6HR 

Telephone: 01-251 8191/2 


Systems Analysts/ 
_ Programmers 


he Ministry of Education in the Kingdom of Saudi Arabia 
8 seeking Syetems Analysts and Programmers, with 
adequate training and experience in designing of data 

-base management systems, computer programming in 
high level languages, and using software packages for 
Statistical tabulations and analysis of data, 


ar. the posts of Systems Analysts should 
fer degree in computer science or a degree in 
tatistics/ Electrical Engineering with 
stems Analysis/Programming, and 
levant work experience. 
ve a Bachelors degree in 
rogramming. Candidates should 


Emoluments and.other benefits 


$1,200-4,000 monthly salary: $5, 100-8,500 housing 
allowance per year; $140-150 monthly transport 
"allowance: $4,200 house furnishing allowance (in the first 
=: | year) and shipping allowance equal to 50% of morithly 
<: “salary (once only); return air tickets (once'a year, and 
free medical care, covering the family. d 
Applications giving full description of qualifications and 
-experience and names of two referees, should be sent to 
-< Assistant Deputy Minister for Educational Development, 
PO. Box 22546, Riyadh 11416, Saudi Arabia, latest by 
30-September 1984." 
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draw money from ‘banks about 
which there was the’ slightést 
whiff of suspicion”. 

Is it not entirely possible that if 
large depositors were threatened 
with losses from a bank’ failure 
they would thereafter. seek pri- 
vate insurance of those deposits? 
There is no reason at/all: why’a 
‘market for such insurance cover- 
age should not develop. 


London IRWIN M. STELZER 









Banco de Colombia 
»$iR--Your article on the Banco 
de Colombia (June 9th) states 
that Mr Jamie Michelsen is a 
former president of Colombia. 
Obviously your correspondent is 
confusing Mr Jamie Michelsen 
Uribe with Mr Alfonso Lopez 
“Michelsen, who served as presi- 
dent of Colombia from 1974 to 
1978. 


< London 





Luis J. MESA 

































California’s Mexicans 

| SIR--} can understand that add- 
‘ing more unskilled to the un- 
killed’ and unemployed already 
here may profit an economy, but 
not so readily that it will benefit, 

or profit, a community. Aren't 
your conclusions on Mexican mi- 
gration into California (May 
19th) a little breezy? 
Fresno, California Eart D. LYON 





‘Credit cards 
SIR--George Gibson’ (Letters, 
“May 26th) apparently does not 
iknow that a merchant who ac- 
“cepts bank cards is not extending 
credit. The merchant's charge 
lips are às good as cash at his 
ank the next morning, while the 
heques..he accepts. may not be 
usable for weeks. In my business, 
I do-not have the option of taking 
ash: for while. 1 have thousands 
£ ¿potential customers world- 
wide, no more than two or three 
dive.in the same small town as I 
oO. What Lam buying for.my 24% 
not.credit but instant, toll-free, 
-hour assurance that FIL get 
paid. Checks may bounce (the 
‘tax people allow you to assume 
‘that.2%. of them will), bat bank 
ecards don't. 
Northfield, 
“Minnesota LINDA SEEBACH 
4 








Ulster 


Sir—I read with concern: the re- 
sults of the Mori poll on Northern 
Treland (June 2nd). Apparently 
70% of those asked thought 
Northern Ireland should not re- 
main a part of the United King- 
dom, presumably because our 






` the independents”. 


iberty is under threat, and some 
members of the services have 
been killed or injured. 

It is appropriate to recall the 
days when Britain's liberty was 
under threat: Inthe first. world 


“war 25,000 men from this small 


province laid down their. lives, 


Vand in the second more than 


5.500. 

All of us who served accepted 
voluntarily the dangers involved. 
It would appear that many in 
Britain do not’ wish the same 
principle to apply the other way 
round, 


Belfast LESLIE STEWART 





Education 


SiR--Your feature on private 
schools and state education (June 
2nd) says it would be the smart 
policy for Labour and Sir Keith 
Joseph to “foster centres of ex- 
cellence in the state sector as well 
as allowing them to exist among 
Smart poli- 
cies have been available for some 
time for those who know where 
to look for them. 

Some conspicuously successful 
centres of excellence already ex- 
ist in the public sector: namely, 
sixth-form colleges and the more 
recent tertiary colleges, which 
combine the academic excellence 
of sixth-form colleges with the 
professional expertise of colleges 
of further education. Many stu- 
dents and their parents are find- 
ing that these colleges provide 
the good results and the value for 
money with which you are con- 
cerned. Sir Keith Joseph, the 
education secretary, by approv- 
ing a number of schemes for new 


tertiary colleges, appears to 
concur. 
Bridgwater, 

Somerset J.C. Mites 


SIR--Why do you approve the 
education secretary's plan to give 
more power to parent governors 
(May 26th)? The problem is not 
that teachers have too much say, 
but that those who supply public 
education, . including elected 
councillors and governors, dic- 
tate to those who use it. 

Parent governors are not ipso 
facto representative of parents. 
They have little reason to court 
or fear the views of the parent 
body. Unlike officials and teach- 
ers, they do not have to live with 
their decisions and make them 
work. To increase their role is not 
to give more say to consumers, 
but fo give more weight to the 
least responsible — element 
suppliers, 

Parents will have“a say when 
there is more variety of schools to 


“choose from, 


of: 


make: that ch 
nance for those 





principles. which’ 1 believe y 


would endorse in-most sectors of 
the economy. They apply to-the: 






private schools, which are not: 

by parent governors and:s i 
attending to the choices of 

many parents, not the voices of a 

few. 

Winterbourne, 

Avon 






JONATHAN HARLOW 





Mortgage tax relief 

SiR—You refer. (June 2nd) tọ 
mortgage interest relief as a sub- 
sidy which favours the richest 
owner-occupiers. But. if they 


have holdings of interest-earning < 


assets, they could sell these, in- 
stead of borrowing on a mort- 
gage, and thus get the same re- 
duction of their tax liability—on 
income which they no longer 
have. The abolition of relief 
would hit those owner-occupiers 
not wealthy enough to do this. 
There seems no reason, in logic 
or equity, to discriminate thus 
between owner-occupiers, 

If it is argued that Owner-occu- 
piers should be taxed, then the 


old Schedule A tax on the annual 


value of the property.seems a 
more equitable basis. 
Gomersal, 


West Yorkshire. Jons G, WALKER 





Inmos 


SIR—The governments eher- 
ished economic principles have 
often led to policies disadvanta- 
geous to our information technol- 
ogy sector, For example, the pre- 
occupation with public expen- 
diture, and the consequent cuts in 
education, look like creating an 
acute shortage of graduates in 
computer technology. 

Now we face a further seriou 
consquence: the possible sale of 
the chip-maker Inmos to Ameri- 
can interests (June 9th), appar- 


ently just as part of a drive to. 


make continuing reductions. in 
the public-sector borrowing re- 
quirement. The buyer seems like- 
ly to shut down its creative design 
activity and use it merely as a 
mass producer of chips. 

The future of digital electronic 


circuits which lie atthe heart of 


much of the new technology is 
almost wholly in the hands of the 
chip designers. To-opt out of this 
field is to opt out of any major 


influences on the future of infor- 


mation technology itself, 


Watford, 


Hertfordshire PETER BURION 





which are not. These are the fi 






tion, (egy 














But it 
ing if ‘one trusts loo: 
ecall Arnold: Toy 
~ in Thé Study. of 

*, that small states which 
manage to survive at the hars 
boundary of combative civilisa- 
the Ottoman Turks 
caught between Byzantine Chris- 
tianity and.Seljuk Islam) acquire 
characteristics of innovativeness 
and vigour that lead to spectacu- 
lar success: | 

Middletown, oem t 

Connecticut. Kaci. ToLoLYAN 













































Unfair to apes 


Sirn--The Economistis to be com- 
mended on its article on language 
{April 28th), which outlined 
some of the current theories off 
language development. In the 
brief discussion of ape language , 
however, "the article relied mainly: 
on reports by Mr Herbert Ter- 
race, ignoring other work on the 


„ Subject... 
o Our 12-year longitudinal re~ 





search project’ at the Gorilla 
Foundation indicates that non- 
humans can .create words and 
form and comprehend novel, 
rule-governed combinations of 
words. Using sign language, go- 
rillas can refer to things displaced 
in time and space, represent ab- 
stract ‘ideas, and talk to 
themselves. 


HELIN eS me Ak 
For my next speech . .. 
Expetiments under strict con- 
trol have shown that these actions 
are not. the result. of mimicry or 
cueing (subconscious. or other- 
wise). Further work is needed to 
discover the full extent of the 
gorilla’s linguistic capability, 
Woodside, 


California FRANCINE PATTERSON 
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RECRUITMENT CONSULTANTS 


35 New Broad Street, London ECM INK 
Tel: 01-588 3588 or 01588 3576 
Telex No. 887374 


_ Each of these positions offer scope to become either a Manager or Assistant Director a UK or m rs 


MAJOR INTERNATIONAL EMPLOYEE BENEFITS CONSUL TANT. 
HQ IN CITY OF LONDON 


ee We invite appli gations Kom qualified actuaries (FIA, FFA, FSA) who have the aptitude and/or experience to join a successful team to advise and guide conclusively 6a 
os ign oy following positions: (1) London-based, sito S companies’ UK pensions schemes, working closely with US associates inval gt 
“SAS (2) Bristol-based, servicing local companies in SW of England.and $ Wales: (3) London-based, servicing companies in London and SE England; (4) L 
servicing both public and private sectors? m zambia; {5} Náirobi-based, servicing both public and private sectors in East Africa: in the-case of 4 amd 5, the successt 
after a familiarisation: period in the UK, be postad i in an Assistant Director capacity to the company’s branch offices inane of the above locations. The ability: 
mercial capability to contribute signifi aan to the companies’ existing substantial business and business contacts is key to success in each of these appointments. Ini 
remuneration negotia! + Cat, contributory pension, assistance with removal expenses if necessary. Appl ications in strict confidence under reference | Ke 
4275/6, tothe aarian r 


NB: Vacancies exist for part pert-qualifes actuaries inthe London and regional offices, with similar prospects in the medium t 
Applications under reference 276/6. i 


CAMPBELL-JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS) LIMITED G 
-35 NEW BROAD STREET, LONDON EC2M 1NH. 
TELEPHONE: 01-588 3588 or 01-588 3576. TELEX: 887374. FAX: 01-638 E 


-Johannesburg 
South Africa 


Economist 


Rard Mines (Mining & Services) economic analysis, Salary and fringe. benefits, will be 
Limited, a major force in the South * Have a minimum of 3 years’ very attractive in this. major mining 
African mining industry, has a experience in applying house and include free air 
vacancy for an Economist at its quantitative methods in passages: Resettlement 
oou Head Office in Johannesburg. industry. allowances are available for 
- The successful applicant will: Duties will include: married persons. 
=i Have at least an Honours % The study and analysis of world Please write, with full personal and 
degree in Economics, economic trends together with. career. details, in confidence, to 
preferably a Masters degree, studies of particular industries, Mrs. Carol Armitage, Rand Mines, 
with a very strong sub-major in + Assisting the industry Thomas Barlow (Holdings) Limited, 
TA Mathematics or Statistics, specialists in the Minerals 16 Stratford Place, London WIN 
> k Be highly qualified in modern — Economics Department with 9AF. 
l quantitative methods of -economic analyses. 


Meriter of tbe aow Rand Group 
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: EXECUTIVE F - cu 4 


"INTERNATIONAL CROPS RESEARCH 
"INSTITUTE FOR THE SEMI-ARID TROPICS 
= (ICRISAT) : : 
‘near Hy derabad, india i ins 
“needs 


Manager: Physical Plant Services 


To be responsible for management of the Physical Plant Services 
Division at ICRISAT Centre; located 30kms from Hyderabad, 
india. Reporting to the Principal Administrator, the Manager 
directs and controls this Division which maintains and repairs the 
physical plant, equipment, vehicles and utilities of this 1394 
hectare major international agricultural research complex of farm 
areas, laboratories,housing,. and administrative and service 
facilities. Qualifications: Bachelor's Degree in Civil or Mechanical 
engineering; ten years’ experience in maintenance and repair of a 
-large physical plant together with equipment, vehicle and utilities 
maintenance, including at least three at a senior supervisory 
‘level. Desirable are experience in an Asian country with responsi- 
bility for.a significant work force; experience with an agricultural 
research establishment. 


Salary for the position is at principal staff level, according to 
qualifications and experience, with attractive fringe benefits. 
Hyderabad has international airline connections and good living 
conditions, recreational facilities, and medical and educational 
















































CHIEF PROJECT OFFICER 
(EVALUATION) IN THE 
COMMONWEALTH FUND FOI 
TECHNICAL CO-OPERATION 


Applications are invited for the new post of Chief Project Offic 
{Evaluation} in the Commonwealth Fund for Technical Co-operation: Duti 
include developing in consultation with Programme. Directors methodologi 
and procedures for evaluation of projects, arranging evaluative. assessments 
programme. and sectoral activities, undertaking ad hoc evaluations a 
participating in CFTC’s planning process, Applicants should be citizens 
Commonwealth countries with relevant practical experience in developme 
administration. 
This appointment is for an initial period of three years. Salary in the ran 
of £16,836-£18.624 (gross) per annum plus for an overseas appoint 
expatriation and other allowances, 

Further details of the post will be supplied on request. Applications givi 
full details of qualifications and experience together with the names a 
addresses of three referees should be sent by 23 July 1984 to: 





























facilities (for children aged 10 to 12 years). Pen Officer 
Send résumé and names of three referees to: Marlborough House, Pall Mall, London SW1IY SHX 
DIRECTOR GENERAL, ICRISAT, Patancheru, PO 502 pag ries A 





324, AP, India. 


Treasury and Foreign Exchange 


Riyad Bank, a major Saudi Arabian Bank, seeks for its head office in Jeddah: 


Treasurer 


Who will succeed the Bank's Treasurer on his retirement. His main function 
would be to oversee the entire balance sheet of the Bank, supervise all its foreign 
exchange activities and advise top management on markets. 


Chief Dealer 


Who. reporting to the Treasurer, would develop an already viable foreign 
exchange dealing room at Head Office and provide on-the-job training to a team 
of young Saudi dealers. 

Tax free salaries are coupled with the normal fringe benefits for such 
appointments. 

Bankers with suitable experience and qualifications are invited to submit 
their curriculum vitae in confidence to The Chief Manager, Riyad Bank, 
London Branch, Licensed Deposit Taker, Temple Court, 11 Queen Victoria Street, 
London EC4N 4XP Interviews will be held in the near future and candidates will 
be kept informed. Pe eae 
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LONDON E-C-2 


Four air-conditioned office buildings within ` 
15O yards of the Bank of England offering ee E 


3000;54000saft 


avo for « occupation - 





On the instructions of B.P Minerals International Limited 


JOINT AGENTS 


-Jones Lang KINNEY & GREEN | 
Aa P ES Wootton Chartered Surveyors Estate Agents 


‘ 5 Laurence Pountney Lane 
I NX YY Chartered Surveyors i 
[| KentHouseTeiegraphst _ Ara _ London EC4ROBS 
- MoorgateLondonEC2n 7. 01-638 6040 s Telephone 01-2831191 = 
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“In Peru, communications between Lima and remote rural 
communities were blocked by the huge Andes mountains. - 
Together with the Peruvian telephone authority, Philips overcame > 

-the problem by establishing communications through the 
Intelsat IVA satellite. y 
Installing high-tech equipment in harsh and often isolated 
locations demanded a lot of containerization and transport by 
boats. But the gaps were filled. The complete network is now run- 
ning smoothly, with room for expansion. 
~ Saudi Arabia is a different matter altogether. In a joint 
venture, Philips and L.M. Ericsson have worked to a very tight 


We oot the Peruvians 


And linked up the Sauc 


alsa anScaELasAtesnm rac Awn aaa aaae 
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across their Andes. 


business at 60 my 


schedule to supply the Kingdom with a computer controlled 
-telephone network, which has increased subscriber capacity by — 
more than 1 million lines. 
l The joint venture also received a new order: to establish an 
automatic mobile telephone system. This project involves 
building 48 base stations, covering 32 cities and the main traffic 
corridors. On completion, it will enable the Saudi Arabians 
to telephone from their motor cars to anywhere in the world. 
For more information about Philips expertise world-wide, 
write to the Philips organization in your country or to Philips, 
VOA-021/EW1, Eindhoven, the Netherlands. 
Philips. The sure sign of expertise world-wide. 


PHILIPS 
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l : -  Forthe man with exceptional goals, 
anew dimension in banking services. 


hat makes Trade ee 


; ment Bank exceptional? To 
“start with, there is our policy of 
concentrating on things we do 

unusually well. For example, trade 
and export financing, foreign 
exchange and banknotes, money 

- market transactions and precious 
metals. 

Equally important, we are now 
even better placed to serve your 
needs, wherever you do business, 
- Reason: We have recently joined 
_ American Express International 


Banking Corporation, with its 

88 offices in 39 countries, to bring 

you a whole new dimension in 
anking services. 

While we move fast in serving 
our clients, we're distinctly. tradi- 
tionalist in our basic policies. At 
the heart of our business is the 
maintenance of a strong and 
diversified deposit base. Our port- 
folio of assets is also well-diversi- 
fied, and it is a point of principle 
with us to keep a conservative 
ratio of capital to deposits and a 


Trade Development Bank 


Shown at left, the head office 


< t 


high degree of liquidity~sensible 
strategies in these uncertain times. 
If TDB sounds like the sort of 
bank you would entrust with your 
business, get in touch with us. 


TDB banks in Geneva, London, 
Paris, Luxembourg, Chiasso, Monte. 
Carlo, Nassau, Panama City, Zurich. 


TDB is a member of the American 
Express Group, which bas assets of 
USS 44.0 billion and shareholders’ 
equity of USS 4.0 billion. 


of Trade Development Bank, Geneva. 
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the European community has not been cancelled, 
yet. But the common market has been cancelled, 
cause it has never existed. “A market of 270m 
cople”, claim billboards at the Schuman metro stop 
ext to the EEC commission headquarters in Brussels. 
e community ought to be had up for false advertising. 
| the week after European elections in which even 
| nore voters were caught yawning than last time round, 
he community needs to remember what its primary 


















ith each other wholly without impediment. Europe is 
still, 27 years after the signing of the Treaty of Rome, 

ar away from even that simple-sounding goal. l 

-For the past few years, two things have bogged the 
EEC down: runaway farm spending that swallows up 
mesources in a recession, and Britain’s campaign for a 
Wairer share of the community budget. The first steps 
towards controlling farm spending and reforming the 
ommon agricultural policy were taken in March. Now 
Ten are about to make yet another attempt to settle 
Britain's budget complaint. 
The EEC’s leaders may or may not succeed on June 
25th-26th, when they meet for their second summit of 
the year, at Fontainebleau south-east of Paris. Given 
the present narrowness of their disagreement on the 
level of British compensation (some $200m at most), it 
‘will be disappointing but neither surprising nor a 
calamity if they fail yet again. The Ten live by dead- 
lines. The real deadline comes in the autumn, when the 
‘community budget runs out of money; so there is still a 
summer of re-thinking time ahead. 

- But even in Europe, people get tired of staring 
horror-struck over precipices. The budget problem will, 
presumably, be solved sooner or later. So let attention 
in the EEC turn to what the community should do then. 
The French talk of a relance, or revival; the British, 
more prosaically, of “new policies”. The ideas range 
from giving the European parliament power on a par 
with the council of ministers, to putting a European 
defence station into space. There are more down-to- 
earth proposals which make better sense. 

The community needs, more than anything, to be 
turned into a real common market, not only of goods 
but of services as well. Many businessmen competing in 
new industries with American and Japanese rivals want 
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a community that provides.a Europ 
pages 29-31). The EEC: could also. 
obstacles to travel and work inside the 

This may sound dismally down-to-ear 
fact, highly ambitious. The community wi 
well to manage even half of it in 
Question-marks hover even at the st 
the British really want to try. Why, B. 
ask, are the British so hostile to Europe 
is wrong—“suspicious”’ would be bett 
tion is fair, and will remain even after the budge 
settled. E 






Showing that Britain cares ` 
Some sensible British ideas are set out 
“Europe—The Future”, prepared for M 
use at Fontainebleau. The core of these idea 
creation of “a genuine common market’ 
many of Britain’s European partners. But it 
more than a position-paper to overcome thei 
about Britain. These doubts are well known: 
joined the EEC late; it is an island; the British, with no 
written constitution, cannot understand the talk about 
new European political structures; like shopkeepers, - 
they treat the community as a market, not an idea. 
The British are not quickly going to be converted to 
the theology of Europe. Why should they, or Europe’s 
other doubters, be enthusiastic about the idea o 
Europe when even its market, on examination, turn: 
out to be,not very common at all? Yet some communat 
taire or community-minded action by the British—the 
very word makes their teeth grate—may be need 
once the budget question is settled. o AEA 
The aims of such an action should be to get practica 
changes on the move. Sterling’s absence fromthe 
European Monetary System does not at the mome: 
seriously affect the other currencies; if and when 
Britain does join, the exchange-rate moment has to be 
got right. A good gesture would be to start ‘exploring 
that question in earnest. But the more convincing 
action that Britain could take would be to put forward ; 
serious, detailed programme for dismantling all the — 
remaining barriers to unimpeded commerce within the 
community—and to promise that Britain’s lobbies and 
special-interest groups will take their full share of th 
pain the cure involves. Sr We 

























Summits take sweat 









































eagan’s offer of an unconditional summit 


Summit talk is back in fashion. But no east-west summit 
is in sight, and..none is likely to take shape this year. 
That prospect is not really disheartening. Indeed, if it 
suddenly became known that Presidents Reagan and 
Chernenko had agreed to meet during these summer 
months, there might be more reason for anxiety among 
true peacelovers than there is now. The experiénce of 
the past 30 years supports that view. 

After Stalin’s death it was Sir Winston Churchill who 
most conspicuously promoted the idea that an east-west 
‘meeting “at the highest level” could break the dead- 
locks that such lesser fry as foreign ministers had run 
into. But the 1955 four-power summit was a disappoint- 
ment, the 1960 one a disaster; the 1961 Kennedy- 
Khrushchev summit and the 1967 Johnson-Kosygin 
meeting brought no joy. Each of these encounters 
raised hopes only to dash them. The Nixon-Brezhnev 
meetings in the early 1970s and the Carter-Brezhnev 
one in 1979, on the other hand, passed off reasonably 
well because they were occasions for the signing of 
agreements which had been painstakingly negotiated in 
advance—by lesser fry. The evidence is strong. Unless 
an east-west summit is a ceremonial climax to a more or 
less completed process of negotiation, it is liable to be 
dangerous as well as fruitless. 

Mr Reagan’s declaration on June 14th that he would 
alk with Mr Chernenko at any time, without requiring 
a full agenda or a clear prospect of pulling off an 
agreement, was understandable. Republican leaders in 
he senate had urged him to make some statement, to 
help their party in the November elections. Mr Reagan 
also took the chance to say that “we haven’t slammed 
the door” on the idea of negotiating with Russia about 
anti-satellite weapons (see page 21). This is all part of 

e process of putting peace into the Reagan image in 
the eyes of voters and allies alike. 

But, although widely welcomed, Mr Reagan’s new 
agerness for a summit would be worrying if there were 
any real prospect of a getting together in the near 
future. Mr Reagan faces an election; Mr Chernenko, an 
equally old and far less healthy man, has been only four 
months in office and does not give the impression that he 
has got complete control in Moscow. Neither of them is 
comfortably experienced in east-west negotiation. In 
these circumstances, the. worst effects of the summit 
syndrome—the raising of expectations, the pressure to 
produce ostensible achievements without much caution 
about possible side-effects, the bitterness of swift disen- 
_ chantment—could prove particularly damaging. 

So far, thank heaven, the Russians’ response to Mr 
_ Reagan’s offer has. been muffled and noncommittal. 
Their veteran foreign minister, Mr Andrei Gromyko, 
now almost total master of Soviet foreign policy, must 
~ be as unenthusiastic about letting Mr Chernenko face 


14 


-Be grateful that Mr Chernenko has not snapped up 
Mr 


the summit spotlights as Mr Reagan’s advisers must bi 
about taking the risk of a summit which could meet 
only to end in failure, between now and November 
Hence the conclusion that, even if the Russians nov 
think Mr. Reagan’s re-election. so certain. that thei 
motives for being rude to him have lost much of thei 
force, no summit is likely this year. E 


Regular doses? sheet 

Is there a cure for sick summits? Mr Walter Mondale 
and others have suggested that, if east-west summit: 
could be made routine, perhaps annual, affairs, at leas 
the raising and dashing of hopes might be moderated 
The precedents are not encouraging. Mr Nixon hac 
three Brezhnev meetings in fairly swift succession, anc 
yet the period immediately after Mr Nixon left office 
saw the beginning of the collapse of the “detente” those 
two men had talked so much about. ; i 

The eagerness that Mr Giscard d'Estaing showed fos 
annual meetings with the Soviet leadership while he was 
president of France is not shared by his Socialist 
successor, President Mitterrand. Despite repeated So- 
viet invitations, Mr Mitterrand delayed for three years 
before making his journey to Russia this week. Even so, 
he has run into much criticism in France—some of it 
from the left—for making the trip, at a moment when 
the fate of the Sakharovs was still unknown, and when 
there seemed scant prospect of making headway in a 
Moscow in midsummer hibernation. 

Regular summits between allies can help; between 
adversaries they will as often intensify discord as dispel 
it. Would, for example, a regular summit set for a week 
after the invasions of Afghanistan or Grenada, or after 
the shooting-down of the Korean airliner, have been (a) 
cancelled, (b) postponed, or (c) taken place? All three 
would more likely have aggravated hostility than less- 
ened it. Successful east-west summits need careful 
preparation. That is not merely dull western’ conven- 
tional wisdom. The main Soviet spokesman, Mr Leonid 
Zamyatin, has said the same thing. 

Much of the necessary work of preparation can be, 
and sometimes is, done by foreign ministers. Their own 
meetings cause far less excitement and perilous pres- 
sure than summits do. It is normal, for example, for 
Soviet and western foreign ministers to hold unexciting 
and therefore potentially productive talks during the 
United Nations’ annual assembly sessions. Unusually, 
Mr Gromyko did not go to New York last year; but he 
met western ministers at Madrid last September and at 
Stockholm in January, and there will be other such 
occasions in the near future. That is the level at which it 
is most practical for regular east-west meetings to be 
held. They are less likely to end in misleading kisses, in 
tears, or in terrifying tantrums. .. eS es 
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‘to win the presidency 


ne on to become presidents. That alone is ‘good 
son for Walter Mondale to take some care in 
oosing his running-mate this year. It is not the only 
n. All too many people remember the embarrass- 
caused by George McGovern’s selection of Sena- 
Thomas Eagleton in 1972, which had to be reversed 
w weeks later. In general, running-mates are as | 
likely to be liabilities as assets. Not since 1960, when 
Lyndon Johnson delivered Texas for John Kennedy, 
_ has the choice of a running-mate clearly helped to 
_ propel anyone to the White House. So play safe, goes 
the advice: by all means balance the ticket ideologically 
_ or geographically, but no gimmicks, please. 










rmative action needed 

caution, and memories of 1960, might persuade 
Aondale to go for Senator Lloyd Bentsen of Texas; 
the trouble is that, even were he to deliver Texas, 
Senator Bentsen might send much of the rest of the 
country to sleep. Senator Dale Bumpers of Arkansas is 
ivelier wire, but perhaps not lively enough to electrify 
New England and the west, two areas where Mr 
Mondale browned out in the primaries. And then there 
is Mayor Tom Bradley of Los Angeles, black and as 
cent a public official as any; but dull. 

_ So kiss and make up with Senator Gary Hart? Mr 
_ Mondale enters the race against President Reagan with 
a weak base and a divided party. He failed to win a 
_ primary anywhere but in the south and in the industrial 
region that stretches west from New York to Illinois. In 






























The possibility that the late Yuri Andropov conspired 

to shoot the Pope in St Peter’s Square in 1981 can no 
_ longer be left to the realm of gossip, leaks and 
“Innuendo. For most people, the idea is almost incon- 
< ceivable, and the supposed evidence leading from the 
_ gun-holding Mehmet Ali Agca to the then head of the 
_ KGB is of a notoriously suspect kind. The CIA is said to 
be among the pooh-poohers, either from genuine 
_ Scepticism or for superpower reasons of state. Never- 
_ theless, after three years, the Italian judicial process has 
_ lumberingly brought its investigation to a point where 
the question cannot be swept under the rug. The 
“Bulgarian connection”, which implies the Andropov 
_ connection, has to be examined in open court. s 
IST JUNE 23, 1984 






vothing like a dame 
nd Walter Mondale has to run a few risks if he 


Of the 43 vice-presidents of the United States, 13 have i 


From Agca to Andropov 


The chain of suspicion needs to be tested in court 


_ things about the Bulgarians he says were in the plot 


all the primaries he took o 
compared with 36% for Mr He 
Jesse Jackson. Opinion polls suggest 
Democrats would like to see a Mo. 
which would be the only means 
Hart supporters from voting for M 

Two arguments run counter to” 
ticket. One is that Mr Mondale 
appeal in a more daring, less ob 
inspiration rather than calculat 
some panache between. now ; 
doomed; the Mondale whom Ame 
after New Hampshire he so balefull 
only Mondale, is not the Mondale that mo 
seem to want to vote for. So find flair, 

The second argument for daring 
that the Democrats should capital 
among women and put a woman or 
opinion polls suggest the party ¥ 
voters as it would attract by doing th 
though Mr Mondale were merely. 
another interest group. But maybe 
interest-group charge squarely by argui 
to special interests will strengthen his abi 
them. Certainly the absence of ties th 
liberate President Carter from them. The choru 
the Democratic party is already singing. 
nothing like a dame”, while the Repub 
making President Reagan sing “Oh, for the w 
dove”. Mr Reagan has had the wisdom to lis 
with advantage, might Mr Mondale. 










































whom is in custody in Italy (the other two escaped 
under diplomatic immunity to Bulgaria), That does no 
automatically mean a trial; the final decision rests with 
the investigating magistrate, Judge Hario Martella. But 
Judge Martella now has little choice. ‘The finger of | 
accusation has been pointed, and without a trial will | 
remain pointed. The defence has to be given its chance 
to demolish the accusation. : a 
~The main question for the trial is whether Agca knew 
to 












ill the Pope which he could not have known unless his 
im is true. The evidence against the Bulgarians is 
ased on. Agca’s testimony. That is, in principle, 






worrying; it is doubly worrying because Agca has 
cted, and then partly dis-retracted, some of his 
evidence. But corroboration may be possible. Agca has 
old the investigators a number of things about the 
igarians—details of their appearance and habits, of 
heir families, of the places where he met them—which, 
the state prosecutor’s view, mean he must have 
nown them well. This is the heart of the matter. Did 
gca have a working relationship with the Bulgarians? 
Even if the Bulgarian connection is established, the 
ther links in the chain leading to Moscow are less than 
ertain; but at each stage the uncertainty diminishes. 
The three Bulgarians—two embassy people and an 
ne official—may not have been the secret service 
nen the state prosecutor says they were; but why would 
ee ordinary apparatchiks have got involved with a 
“wild man known to have committed murder in Turkey? 




































































Britain’s Euro-elections were not just the great Euro- 
bore that 70% of the electorate took them for. By the 
-standards of the other nine countries voting, they were 
‘also a great Eurofraud. Britain alone used a first-past- 
the-post voting system, as it does in its national 
elections; and the results badly distorted the wishes of 
he electorate. The two alliance parties jointly got one 
fifth of the vote, but will send not a single member to 
strasbourg—and the one constituency that they had 
‘eal hopes of was one where an alliance victory would in 
urn have deprived the Scottish nationalists of the seat 
_ to which their share of the vote fully entitled them. 
-An electoral system that has such results is self- 
vidently undemocratic. It should not be for those who 
ek to change it to prove their case, but for those who 
want to retain it. But that is not the British way. And 
those whom the system serves, the two big parties, are 
naturally content with it. Mrs Thatcher’s concern for 
smocracy is hardly famous. But the Labour party, 
which spent a lot of campaign effort bringing that very 
charge against her, is just as content: the night of the 
results saw its deputy leader, Mr Roy Hattersley, 
complacently ruling out proportional representation 
much like a Victorian mill-owner explaining that, for 
the hands’ own good, he must not encourage idleness by 
ving them holidays.: 
“The strongest argument against proportional repre- 
sentation is that the multiplicity of parties it sustains 
has, at times, produced a succession of weak, unstable 
overnments. That may be true, as in Holland, Belgium 
r Italy, or false, as in West Germany. But it is 
relevant to the European parliament in Strasbourg, 
hose members govern nothing. . 
ae ve 


- prima facie case against the Bulgarians. His case should 


-Britain’s Euro-election system is also undemocratic 


y Wel 

with Agca may h: -and-drug-smugglin 
racket that had been going on between Bulgaria an 
Turkey; but could they have stayed ignorant of Agca’ 
plans for the Pope? It is hardly likely, if they did knox 
of his assassination plan, that they would not have tol 
their superiors in Sofia. It is well nigh unimaginable tha 
Sofia would not have told Moscow—that is, the KGB 
then commanded by Yuri Andropov. =o.. 

The trial, assuming it takes place, will concentrate on 
the Bulgarians’ part; that is as far as Agca’s allegation 
reach. The world will be left to draw its own conclusion 
about whether there was a Russian part, ata time when: 
Moscow feared the influence of this Polish Pope on. 
Solidarity’s rising. The. state prosecutor has made a 













be tested by the normal process of law. The question of 
whether the Pope was shot by a Turkish fanatic, or.an 
international conspiracy, is too important to be left in 
its present judicial limbo: 


Lib/SOP 
VOTES 


Other arguments apply in Strasbourg much as they 
do anywhere—which is to say, very little. There is 
nothing wrong in itself, far from it, with letting many: 
points of view have a voice; that is what representative _ 
institutions are for. It is untrue to say that the link 
between members and their constituents, a strong point 
in the British system, must be damaged: it is perfectly 
possible to devise fair systems that do not have that 
effect. Of course fair systems may be more complex 
than unfair ones. Yet every other west European 
country manages to live with them. The most complex 
of all, the single transferable vote, is used in Ireland; do — 
the British wish, for once, to admit that.they cannot 
handle what the Irish can? Northern Ireland, in fact, 
also uses that system for all but Westminster elections; 
it is used by many British professional bodies, it was 
used in Britain’s former multi-member university con- 
stituencies; and an all-party ‘“‘Speaker’s conference” 
recommended it in 1918 for use in the other multi- 
member constituencies that still survived at that time. 


Experiment undangerously 
The least dangerous place to experiment with fair 
voting would be in the harmless calm of the Euro- 
elections. That is precisely what Britain’s two big 
duopoly parties fear: the voters, having tasted fair 
elections for Strasbourg, might demand them for West- 
minster too. They might indeed: opinion polls taken. 
last summer showed that, whatever the duopoly party 
bosses may think, British voters favour proportional 
representation by about two to one, with a modest 
majority even among those who back the Conservative 
party, which had done so well out of the traditional- 
ae = THE ECONOMIST JUNE 23, 1984 























The faces most people readi 
are those of suntanned resolute individuals, like the st ckman, the 
aborigine, and the surf lifesaver. But the image of the international 
financier is not often attributed to an Australian. 

And yet it should be. For one Australian bank, the 
Australia & New Zealand Banking Group Limited, has been to th 
forefront of international banking for almost a hundred and fift 
years. And during this time has built a reputation every bit ; 
formidable as Australia’s legendary champions in sport. 

Against international banks in the highly competitive 


finance, our past performance, wide exp 
have made us market | for i 
n Australia and} aland, 
top banks in the world for efficient and p 


bank with strength and flexibility, with a hig 
approach and the latest te 
a leader, Put usto thet 
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Bi n’s Roskill commission on company fraud will 
find that there is a lot.of it about and that not much is 


, currently investigating suspected company frauds 
involving £250m. Only the dumb, the naive or the 
unlucky. will land in the dock. In 1983, 323 reports of 
eged company fraud and corruption were referred to 
e director of public prosecutions; only 47 prosecu- 
tions were brought. Fewer still are convicted. Don’t 
shoot the DPP. To save the taxpayer the £5,000-10,000 
day that a complicated fraud case costs, the DPP 
Prosecutes only where there is a better-than-evens 
chance of a conviction. 
le corporate thieves, like Sir Eric Miller who 
| Peachey Property Corporation in the 1970s, 
der into crime because they live beyond their 
means. They are easily collared. The hardest to nab is 
the premeditated, sophisticated fraudster who thinks 
anticipates detection but knows, and exploits, 

weaknesses in the system to avoid retribution. Typical- 
first sets up a channel for the stolen cash—the 
»bligatory.secret bank account in Switzerland or Liech- 
lenstein and a string of offshore nominee companies. 
Many years, even decades, after payments have been 
nade for goods never received, or bogus reinsurance 
sremiums from the London market have been wound 
hrough a cat’s cradle of offshore accounts, the fraud 
has been committed may be rumbled; by which 
he fraudster may be dead—or alive and well and 
aditable in Marbella. 
ritain’s’ fraud squads are undermanned, over- 
orked and unqualified. America’s Securities and Ex- 
lange Commission, by contrast, is stuffed with com- 
young lawyers and accountants. Britain’s officers 
yave no formal training, only a crash course in fraud at 
he Hendon police college in north-west London. Few 
fficers stay with the fraud squads for more than two or 
ree years, because the home office thinks that the 
emptation to corruption increases with the length of 
ervice. Staffing policies need to change. 
_ So, too, do some laws on the admissibility of evidence 
d police access to financial records. Under section 
65 of the 1948 Companies Act, the department of 
trade has wide powers to investigate the affairs of a 
company. It can subpoena witnesses and documents, 
including directors’ and employees’ bank accounts. The 
police enjoy no such powers. Under the Banker's 
Books Evidence Act of 1879 they can apply to a 
magistrate to inspect and obtain copies of a person’s 
bank account but only if criminal charges have been 


ritain’s Roskill commission needs to close loopholes in the 
aud laws without compromising the right to a fair trial 


being done about it. The City of London’s fraud squad. 


when they oppos 
tury and the extension 


brought against him. Catch-22. They cannot prosecute 
without the copies, yet they cannot obtain them unless 
they lay charges. As with warrants. to search for stolen 
goods, access to bank accounts needs to be granted 
prior to prosecution where reasonable grounds for 
suspicion of fraud exist. ae ee 

Because big-time fraud is international, foreign wit- 
nesses are often needed. Most are prepared to make 
statements under oath in their own country. But many 
are reluctant to subject themselves to cross-examina- 
tion in a trial which may last weeks or months. For an 
employee of a Swiss bank, who has made a home- 
ground statement, there is an added deterrent to travel. 
Under Swiss bank secrecy laws, he commits an offence 
if he discloses more than his statement contains; yet if 
he fails to answer questions in a British court, he lays 
himself open to contempt charges. = o pies 

Affidavits made abroad are admissible only if the 
defence counsel concurs. He can insist instead that the 
witness appears in person. This right to confront one’s 
accuser is and must remain fundamental, This’ safe- 
guard ought not, though, to block the admission of a 
sworn statement from, eg, a foreign. bank officer 
confirming that Mr X paid a bundle into his account on 
the morning of April Ist. z 


The case against jury-tampering fe Pacis 

Convicting a sophisticated fraud-merchant is hard going 
before a lay jury. None the. less, non-jury trials for 
fraud, as called for by the police, should be resisted: 
they are the thin edge of a dangerous wedge. One useful 
change would be curtailment of the defence lawyers’ 
right to challenge up to seven jurors without cause. 
Jurors should be challengeable, but just cause should be 
given. The potential juror in pin stripes and with a copy 
of the Financial Times beneath his arm should not be 
open to veto because he might understand the fraud 
better than most. 

The courts are now handing out stiffer sentences to 
fraudsters but the public's, and so jurors’, attitude to 
the crime needs to change. Only when the man-in-the- 
street suffers from a Savundra is there an outcry. More 
generally, fraud is viewed as a case of the rich ripping 
off the rich, In fact, it is usually life-cavings or pension 
and insurance funds that are stolen. It is larceny on 
grand scale and a worldwide problem. America’s justice 
department reckons that business crime nets $40 billion 
a year. That is the equivalent of stealing annually all the 
assets in the balance sheet of a Bankers Trust of New 
York, a Standard Chartered Bank or a Commerzbank. > 
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Continued expansion. | 


‘The Group's profitability surged and consolidat 
3 net results doubled. : 


Confirmed recovery 
1983 saw most sectors of activityemerging 
from the recession, with a marked improve- 
ment in the chemical industry. i 
` The favourable international business 
climate greatly contributed to the financial 
strengthening of many chemical concerns 
during the year. 
On top, rationalization of the industry 
was Carried out through restructuration 
and reorganization of activities and steps 
were taken to improve efficiency in energy 


= consumption and manpower utilization. 


Efforts continue to pay off 
The favourable effect of measures taken 
by Solvay in these fields became apparent 


in 1982 and persisted in 1983, to the advan- vated and qualified staff will pursue all efforts Rue du Prince Albert 33; 


tage of results forthe year. In addition, 
some beneficial factors intervened to put 
the plastics sector back on its feet again: 
industry-wide restructuring, undertaken in 
the European chemical industry since 
1982: recovery of PVC prices in Europe 
‘and increased demand, most notably 

for polyolefins. 

The Group's plastics processing business 
also expanded, with sales of decoration 
and "do-it-yourself" products, as well 

as car parts, improving. 

Profits from operations in basic chemicals, 
most of which had been spared'the ill effects 
a ne 1982 crisis, were at a satisfactory 
evel. 


Keys to the Group's success 

One of the Group's chief sirenghts is its 
presence in the heavy chemicals business, 
with manufacturing jacilities well adapted 
to markets, whether they be located in 
Europe.or overseas, 

Another important Group asset is the 
traditional Solvay- figh technology know 
how, guaranteeing continuous improve- 
ment in production processes, thereby 
~-gecuring numerous entries into upcoming 
growth areas, 


& D to break new ground 
The Group's laboratories ensure a perma- 
nant renewal of the product range by sub- 


Fak stitution of new for old items, This explains 


Solvay's progress in the pharmaceutical 
and animal health sectors, as well as in 


speciality chernicals and plastics, less sen- i 


sitive to economic trends 

Solvay is actively engaged in biological 
sciences and biotechnology. It recently set 
up a.genatic engineering laboratory, where 
genetic scientists work on industrial appli- 
cations of biochemical developments, in 
co-operation with American universities 
and the Paris institut Pasteur 


A promising future 

The Solvay Group has proved its ability 

at mastering technological development 
and economic constraint. Mare challen- 
ges lie ahead but Solvay and its highly moti- 


required to meet whatever the future has 
in store. 


Dividend up again 

The net return on Solvay shares for 1983 
is BF 235 per fully paid up share - BF 35 
more than for 1982. 


The Aninual Report of Solvay & Cie 

in French, Duteh, English and Germa 
request fom: riat Généralde So 
B- 1050 Brussels. 
































Turkey. 
You've been thinking about it. Is there 
perhaps some opportunity? Ask. Ask us. 


It costs nothing to consult is Bank. is, by 
the way, is pronounced ‘ish’ as in Turkish, and 
our name can be translated literally as ‘business’. 


We are by far the largest bank in the pri- 
ovate sector. Both in assets, and in number of 
branches. Our experience covers not only 
foreign trade but, as the country’s largest 
shareholder, we are intimately concerned in 
many industrial fields. 


Ask. We will give you straight, and 

informed, answers. And since our very name 
‘means ‘business’, the answers will be 

business-like and fast. 

















TÜRKIYE IS BANKASI È 


ois’ pronounced as in Turkish, means business. 
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Let’s play detente in space 


The United States may yet be dragged. 
squawking a bit, into talks with the Soviet 
Union on limiting anti-satellite weapons. 
Although the Russians proposed a ban on 
such devices in a United Nations commit- 
tee last August, the Reagan administra- 
tion has only recently begun to feel under 
pressure to negotiate. So far the Ameri- 
cans have refused to talk about satellite- 
killers, on the ground that it would be 
impossible to check whether the Russians 
were complying with an agreement. 

One of the Americans’ problems is that 
the idea of destroying satellites has be- 
come mixed up with the “Star Wars” 
space research programme which Presi- 
dent Reagan announced in March last 
year. This controversial plan is aimed at 
producing weapons to destroy ballistic 
missiles. The anti-ballistic-missile (ABM) 
programme has aroused serious opposi- 
tion, much of it from arms-control advo- 
cates who deplore the idea of abandoning 
the 1972 ABM treaty. They also argue 
that it is possible to draft a verifiable anti- 
satellite treaty. $ 
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Mr Reagan's real troubles began on 
June 10th, when a test-fired American 
anti-missile missile knocked down a tar- 
get in space for the first time. Until then 
such weapons had worked only in the 
atmosphere. The next day President 
Chernenko proposed publicly that Amer- 
ica and Russia begin anti-satellite talks 
“without delay”. The unilateral moratori- 
um on testing such weapons announced 
by the Soviet Union last summer, Mr 
Chernenko said, was still in effect. Mr 
Reagan could have dismissed this move as 
so much propaganda. But on June 12th, 
at the Geneva conference on disarma- 
ment, France presented a proposal for 
talks on both anti-missile systems and 
high-orbit anti-satellite systems. The pre- 
sent French government has been among 
America’s most stalwart allies in nuclear- 
weapons arguments. 

That same day in Washington the sen- 
ate added an amendment to the defence 
authorisation bill which would, if passed 
by the house of representatives, prohibit 
all spending on anti-satellite systems un- 


less the president certified that he was 
negotiating “in good faith” to limit them. 
The house of representatives had voted in 
May to block all anti-satellite testing so 
long as Russia keeps to its moratorium. 

The first American answer to Mr Cher- 
nenko had been that the administration 
was willing to talk about satellite-killers 
informally, but would not sit down to 
formal negotiations. But on June 14th Mr 
Reagan announced that he had not 
“slammed the door” on negotiations. His 
administration is clearly divided on this 
issue. The state department generally 
favours negotiations, but the hardliners, 
mostly in the Pentagon, are against. 

One reason for Pentagon opposition is 
that Russia has already tested a low-orbit 
satellite-killer, whereas the United States 
is only beginning to test its equivalent 
system, a rocket fired into space from an 
F-15 fighter. The air force wants to catch 
up with the Russians before any ban or 
moratorium is agreed upon. 

But the F-15’s rocket system will not be 
perfected by November, and the opening 
of any sort of arms-control talks with 
Russia could help Mr Reagan in that 
month's presidential election. Memories 
are short, and it has been six months since 
the Russians walked out of the Geneva 
nuclear-weapons talks; in the matter of 
satellites, the Americans are now begin- 
ning to appear the foot-draggers. 

One possible compromise between the 
two American positions is to ask the 
Russians to talk only about high-orbit 
anti-satellite systems. Neither country has 
begun to develop devices that could oper- 
ate much above 150 miles over the earth, 
and any testing of such a system could 
probably be detected by the other side. 
And the satellites that would be most 
important in times of east-west tension— 
the early-warning ones designed to detect 
missiles as they are fired—are in a very 
high (22,000 miles) orbit. 

What happens next may depend as 
much on the attitude of America’s Euro- 
pean allies as on the departmental quar- 
rels in Washington; and these allies would 
mostly like to see some negotiations. Not 
only are many Europeans genuinely con- 
cerned at the prospect of an arms race in 
space, but the governments of the five 


` countries that are getting the new cruise 


and Pershing-2 missiles might have an 
easier time at home if the Americans 
appeared willing to talk to the Russians 
about satellites. British officials have 


ot 


d the idea of talks about a high- 


altitude anti-satellite ban for some. time. 
The problem for Mr Reagan is to get 
the timing right. He needs to start the 
talks (a) early enough not to appear to be 
engaging in a blatant piece of vote-catch- 
ing, (b) late enough to prevent the voters 
becoming disappointed if nothing mater- 
ialises by November, and (c) before Mr 
Chernenko has a chance to cancel his 
moratorium. The Russians could then 
start testing a new system and blame the 
Americans for driving them to it. 


India 


When to ask 
what went wrong 


FROM A CORRESPONDENT IN DELHI 


The Amritsar bloodbath has paralysed 
India’s national will and the critical facul- 
ty of its. politicians and commentators. 
The death -toll in the Golden Temple 
shootout is now believed to have been 
nearer 1,000 than the official figure of 
575. But three weeks after the army was 
deployed in Punjab, the post- -mortem has 
barely begun. 

When the inquest gets going, the first 
target will be the inadequacy of India’s 
intelligence services. The head of the 
western command, Lieutenant-General 
Sundarji, was asked by correspondents 
visiting Amritsar whether there had been 
a failure of intelligence; he replied with 
the rueful monosyllable, “yes”. A retired 
general, S. K. Sinha, pointed out in the 
Statesman that “weapons like machine- 
guns or rockets could not have been 
smuggled into the temple in the pockets 
of the extremists”. 

Even so authoritative a critic as Gener- 





































Forgiveness may be long in coming 
“po ; 


al Sinha, however, stopped short of ask- 


ing how the task force commanders. came |: 


to send para-commandes. ‘with gas and. 


stun grenades to attack the Akal Takht, 
Sant Bhindranwale’s last fortress, when 
all the doors and windows had been 
bricked up. The army has admitted that 
most of the canisters bounced off the 
walls and the gas was wafted away by a 
strong wind. The troops sent in after them 
paid in blood. 

The army also failed to anticipate muti- 
nies and desertions of about 2,000 Sikh 
soldiers stationed in 10 bases outside 
Punjab. All but about 50 have now been 
rounded up and are expected to be court- 
martialled. More than 4,000 civilians ar- 
rested in Punjab are still being held as 
terrorist suspects. 

The 98% of Indians who happen not to 
be Sikhs are united today in almost ritual 
approval of the Amritsar operation. The 
government had no choice, the consensus 
runs, but.to send the army into the 


. Golden Temple complex to crush Sant 





Bhindranwale’s fanatics. The army did an 
unenviable job with commendable re- 
straint. Now nobody must say or ‘do 
anything that would perpetuate the alien- 
ation of the Sikhs. What Punjab needs, in 
a phrase of Mrs Indira Gandhi's, is the 
“healing touch”. Trouble is, as a colum- 
nist wrote this week in the Times of India, 
nobody seems to have a clue as to how to 
go about “touching healingly’’. Mrs Gan- 
dhi, while busying herself with foreign 
interviews, has not broadcast any mes- 
sages to the Indian people or visited 
Punjab since the events in the temple. 

Mr H. K. Dua, a political columnist in 
the Indian Express, was one of the first to 
challenge the prevailing consensus. The 
army’s job, he argued, “is to defend the 
nation, not to sort out the mess politicians 
leave for them. Rather than gloating over 
what has been achieved in Amritsar, the 
nation should give serious thought to why 
an elected government could not tackle 
the Maharashtra riots without the army’s 
help, or why the army had to be used in 
Assam, Gujarat and several other areas, 
including Punjab”. 

It is, of course, easier to play on Indian 
xenophobia than to answer such ques- 
tions. Government spokesmen from the 
prime minister down have raised the 
spectre of the “foreign hand” allegedly 
behind the Sikh reign of terror. Despite 
India’s kneejerk paranoia about the CIA, 
the only foreign power actually named so 
far has been Pakistan, though there have 


` been dark hints about others, including 
China and Israel. 


The evidence of foreign intervention is 
extraordinarily flimsy. Two “Sikhs” shot 
dead as-they- tried to escape from the 


Golden Temple turned out to be cireum- 
cised. Ergo, they must have been Paki- 





“sion is commonplace because it makes it 


easier for a Sikh to pass himself off as a 
Moslem once he crosses the border. 
Many of the automatic weapons récov- 
ered from the temple had Pakistani or 
Chinese markings. That too proves only 
that the nearest free market in weapons is 
across, the border, not that the govern- 
ment or army of Pakistan was implicated 
in a plot to destabilise India. One prison- 
er has confessed that he entered India on 
a Pakistani passport, but he seems to have 
been a smuggler rather than an agent of 
Islamabad. He brought in specialised det- 
onators, and stayed on because he liked 
the company. Government. spokesmen 
are assuring correspondents that they 
have more compelling evidence, but that 
it would be .undiplomatic tọ reveal. it; 
after all, India wants to live in peace with 
its. troublesome neighbour. They will 
have todo better if anybody outside India 
is to believe them. 

Punjab’s leading English-language dai- 
ly, Tribune, has reminded Mrs Gandhi 
that “blaming foreign powers for our 
misfortunes does not.help solve our na- 
tional problems”. Tribune's veteran edi- 
tor, Prem Bhatia, who was himself on the 
terrorists’ hit-list, has. urged the prime 
minister not to wait too long in picking up 
the political pieces. “We hope the un- 
avoidable cooling-off period will not go 
beyond a few weeks . . . Drift and pro- 
crastination are. no substitutes for a 
solution.” 


China 
Eyes right 


The mills of comradely retribution grind 
slowly in China but, if Mr Deng Xiaoping 
has his way, they will grind exceeding 
small, The Communist party’s “‘rectifica+ 
tion” campaign (ie, purge), which was 
first launched last October against both 
“rightist” and “leftist” wrong-thinkers 
has now been turned full throttle against 
the left. Its targets are those comrades 
who used the turmoil of Mao Zedong’s 
cultural revolution to advance their own 
political careers. 

Mr Deng is not simply out for revenge. 
He is determined to force the party into 
line behind his own modernising econom- 
ic reforms and the modern men he has 
hand-picked: to carry them out: the party 
leader, Mr Hu Yaobang; and the prime 
minister, Mr Zhao Ziyang. Although: in 
practice very few of the millions who were 
sucked into the party during the cultural 








“revolution are likely to be spat out again, 


the doughty Mr Deng seems determined 


that those who: remain: should at least 
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More polish, less spit 


admit past errors. 

Top of Mr Deng’s hit-list are the party 
leaders in Hunan province in southern 
China, Mao’s old power base and the 
home of Mr Hua Guofeng, the rival Mr 
Deng defeated in the power tussle after 
Mao died. Mr Deng’s economic reforms 
have provoked grumbles from several 
provinces, but the Hunan comrades have 
not only refused to condemn the cultural 
revolution and the radical gang of four; 
they have also done everything in their 
power to block the reforms, especially 
those in agriculture which have allowed 
peasants all over China to lease land and 
decide for themselves what to grow and 
how to grow it. Earlier this month the 
Hunan party leaders had the ideological 
rule book thrown at them by the People’s 
Daily, the official party newspaper, 
though heads have not yet rolled. 

The anti-left campaign is already 
causing resentment, even among those 
who support Mr Deng’s modernisation 
plans. “Some comrades” have been ques- 
tioning whether it is really worth digging 
up murky pasts (since almost everybody 
has one). Would it not be better, they 
imply, to judge people by their record 
since 1978, when Mr Deng returned to 
power, instead of “quibbling” over old 
scores? 

Probably the rawest collective nerve to 
be touched so far by the anti-left cam- 
paign has been that of China’s military 
men. Even Mr Deng accepts. that Mao 
ordered the army to intervene in the 
cultural revolution as the only force avail- 
able to hold the ring while the various 
factions fought each other for power. But 
just to make sure that the generals steer 
well clear of politics in future, Mr Deng is 
pressing them to condemn their own 
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previous actions wholesale. Since the 80- 
year-old Mr Deng lost seven years of his 
political life during the decade of disor- 
der, he understandably ignores fine dis- 
tinctions between cultural revolution 
goodies and baddies. 

Underlying these arcane ideological 
disputes is a much more practical prob- 
lem: how to make sure that the relative 
youngsters who are now in line for pro- 
motion to positions of responsibility in 
industry, the party and the army’can be 
relied on to toe the Dengist line. “The 
guns should be in the hands of those the 
people can trust’, was how the army 
newspaper put it last month. But on June 
8th the paper cautioned against demand- 
ing “perfection” and called for better 
selection procedures, to make sure that 
officers are promoted according to com- 
petence and not just length of service or 
political soundness. China’s professional 
soldiers are more than happy to get on 
with their professional job of soldiering. 
It is Mr Deng who keeps grinding on 
about politics. 


South Africa 
Border retreat 


FROM OUR SOUTH AFRICA CORRESPONDENT 


The South African government rarely 
backs down, especially not in the face of 
black resistance. But it did so this week 
when the minister in charge of black 
affairs, Mr Pieter Koornhof, announced 
on June 19th that his government is 
abandoning a plan to hand over some 
3,000 square miles of tribal territory to 
neighbouring Swaziland. 

The land deal, conceived two years ago 
while Swaziland’s venerable King Sob- 
huza was still alive, would have created 
an enlarged buffer between the white- 
ruled republic and anti-apartheid Mo- 
zambique, which was then helping guer- 
rillas of the African National Congress. It 
has recently been disclosed that the land 
transfer was part of a package which 
included a non-aggression treaty between 
Swaziland and South Africa. 

South Africa was particularly keen for 
Swaziland to take over an area called 
Ngwavuma, which runs from the little 
kingdom’s south-eastern border to the 
Indian Ocean. The Swazis would have 
had to assume responsibility for policing 
this strategic wedge between Mozam- 
bique and the South African province of 
Natal, In return, to the old king’s delight, 
land-locked Swaziland would have ac- 
quired a potential port at Kosi Bay. 

The ideology behind the bargain was 
important for South Africa. The apart- 
heid master-plan is to turn all black South 
Africans into foreigners by giving nomi- 


nal independence to 10 scattered tribal 
“homelands”. The main part of South 
Africa—the rest—would then legally 
have a white majority with Coloured 
(mixed-race) and Indian minorities. 

Some homeland leaders, notably Chief 
Gatsha Buthelezi of KwaZulu and Mr 
Enos Mabuza of KaNgwane, which is the 
homeland for South African Swazis, have 
been blocking the master-plan by refusing 
to accept independence. The South Afri- 
can government decided to dodge this 
obstruction by ceding KaNgwane and the 
Ngwavuma wedge, which is part of Mr 
Buthelezi’s KwaZulu, to Swaziland. That 
would have had the same effect as “‘inde- 
pendence”: 2m black South African 
tribespeople would be turned into for- 
eigners at a stroke. 

But Mr Buthelezi and Mr Mabuza took 
their objections to court in 1982 and won. 
This held up the handover. The govern- 
ment made a show of compromise by 
appointing a multi-racial commission to 
examine the issue. Now Mr Koornhof has 
dissolved the commission and announced 
that the deal is off. 

Why? Partly because the new non- 
aggression treaty with Mozambique, un- 
dreamed of two years ago, has made the 
Swazi buffer léss vital. And it could just 
be that South Africa wants to be a little 
more polite to western opinion after the 
prime minister's European tour earlier 
this month. The Swazi land deal was 
strongly criticised in Europe. If Mr Botha 
had pushed it through, riding roughshod 
over the courts and the two homeland 
leaders, he would have undercut his own 
image-building effort. 

More decisive, perhaps, is South Afri- 
ca’s cooler attitude to Swaziland these 
days. The kingdom has done its bit under 
the once-secret treaty by expelling about 
100 ANC members. But to South Africa’s 
dismay the council which wields power 
behind the queen regents throne recently 
fired the two ministers most involved in 
the land deal. The dismissals could be 
part of a cover-up of a big fraud affecting 
the customs union to which both coun- 
tries belong. Although Swaziland is still a 
friendly neighbour to South Africa, these 
days it hardly looks capable of coping 
with a population tripling overnight. 
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Israel 


Who will benefit 
from the Revival? 


FROM OUR ISRAEL CORRESPONDENT 


Israel's opinion polls all give the Labour 
party a handsome lead over the ruling 
Likud alliance. This does not necessarily 
mean that Labour will dominate the next 
government. No party in Israel has ever 
won an election on its own. Even if 
Labour gets quite a few more seats than 
Likud in the next Knesset, the balance of 
power may still be held by the mini- 
parties. And the mini-parties that are 
doing best at the moment are those most 
likely to join a coalition with Likud. 

The front-runner among the small fry is 
the Tehiya or Revival party, which is 
almost certain to team up with Likud. It 
also happens to be the party best poised 
to profit from the issue which thrust itself 
into the centre of the campaign this week: 
the opening of the trial of 22 Israelis 
accused of terrorist acts against Arabs on 
the West Bank. Although the trial was 
promptly adjourned until September, 
what has already emerged could have a 
big effect on the election. 

The defendants come from the heart of 
the West Bank settler movement. They 
have been charged with car-bombings 
that killed two Arab mayors in 1980; with 
killing three Arab students and injuring 
33 at the Islamic college in Hebron last 
year; with planting bombs, which were 
found before they went off, on five Arab 
buses in Jerusalem two months ago; and 
with plotting to blow up Moslem shrines 
on Temple Mount. Israeli voters want 
their politicians to spell out their precise 
attitudes to the terrorist trial. 

The 22 defendants—mostly well-edu- 


4 Waar 
Atrial for everybody, including politicians 
THE ECONOMIST JUNE 23, 1984 


h 
ae t 





cated, religious men in their thirties who 
live in Jerusalem or have settled in the 
West Bank or on the Golan Heights— 
claim to have connections with various 
Israeli politicians, but especially with fig- 
ures in Likud and the Revival party. 
Labour has been loudest in its condemna- 
tion of the terrorist group. Likud and its 
leader, Mr Yitzhak Shamir, have been 
keen to distance themselves from it, with- 
out sounding too censorious. Now a lead- 
er of the West Bank settlers has claimed 
that some Likud politicians, along with 
key military figures, actually encouraged 
the attack on the mayors. Likud’s embar- 
rassed silence has angered the pro-La- 
bour left but may also lose it votes on the 
pro-settler right, where there is a strong 
undercurrent of sympathy for the 
accused. 

In a recent opinion poll, about 60% of 
Israelis proclaimed themselves flatly op- 
posed to any sort of Jewish terrorist 
organisation, but almost a third thought 
attacks on Arabs could be partly or whol- 
ly justifiable. Over a third thought the 22 
accused, if found guilty, should receive 
light-to-nominal sentences or should get 
off scot-free. Quite a lot of Israelis are 
affronted by the sight of the same law 
being applied to Jewish and Palestinian 
terrorists. 

The Revival party—dominated by the 
army’s chief of staff during the Lebanon 
war, General Rafael Eitan—could gather 
up stray votes from the disenchanted 
right, which cannot stomach Labour un- 
der any circumstances but feels let down 
by Likud, both on economic grounds and 
because of its equivocal attitude towards 
settler extremists. Revival could also ben- 
efit from the bickering among the reli- 
gious parties. 

The only other small party with hopes 
of seducing the undecided or disillusioned 
voter is Mr Ezer Weizman’s centrist Ya- 
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had (Together) party. But the opinion 
polls suggest that Mr Weizman is thought 
too flighty—perhaps because he has de- 
clared himself ready to join either of the 
big parties in a coalition. The clutch of 
small left-wing parties—Shinui (Change) 
and the Civil Rights List—is unlikely to 
scoop more than four seats: not necessar- 
ily enought to clinch a win for Labour. 
The religious breakaway group Tami, 
whose desertion from the Likud alliance 
precipitated the election, is unlikely to 
contribute more than a couple of seats to 
a Labour-led coalition. 

This week’s banning of two parties at 
opposite ends of the spectrum does 
more to dent the reputation of Israeli 
democracy than to puncture the pros- 
pects of Labour and Likud. The elec- 
tion committee, comprising respresenta- 
tives of all groups in the outgoing 
Knesset, has disbarred Rabbi Meir Ka- 
hane’s Kach party, which openly advo- 
cates terrorism against Arabs and their 
expulsion from the West Bank and Isra- 
el. Representatives of Likud and the 
smaller right-wing and religious parties, 
plus some Labour members on the 
committee, then evened the score by 
banning the new Progressive List, 
whose joint Arab-Jewish leadership ar- 
gues for self-determination for Palestin- 
ian Arabs and Jews on either side of 
the 1967 ceasefire line. The ban on the 
Progressives could help the Communist 
party, which has four Knesset seats. 

Despite the undercurrent of sympathy 
for the Jews now on trial, Israel is still far 
and away the most open democracy in the 
Middle East. But as the siege mentality 
fossilises, and terrorism breeds terrorism, 
it is losing a little of its old virtue. 


Kuwait 
Keeping out of it 


FROM OUR LEVANT CORRESPONDENT KUWAIT 


Water rather than oil is in the forefront of 
Kuwaiti minds these days. The city state 
is fearful that Iran might attack the desali- 
nation plants on which 14m Kuwaitis 
depend, The government says it has ar- 
ranged emergency water supplies; large 
underground reservoirs still being built 
could be pressed into service; and anti- 
aircraft defences have been strengthened. 
But Kuwaiti anxiety is probably exces- 
sive: it is most unlikely that all three 
plants could be knocked out at once. 
Despite the sinking of tankers, Ku- 
wait’s oil exports have dropped by only 
about 10%. Thisis partly because Kuwait's 
own tankers are taking much of the oil 
down to a point outside the Strait of 
Hormuz where it is trans-shipped into 
foreign tankers which refuse to risk sailing 
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lull i in the battle at the top of the Gulf, 
and by a flicker of moderation from Iran. 
They have played up Iran’s recent accep- 
tance of the United Nations proposal that 
the two sides agree not.to attack civilian 
targets. Until the Iraqis-pointed out the 
inequality of the deal, Kuwait was also 
taking comfort from an Iranian sugges- 
ion of a ceasefire in the tit-for-tat tanker- 
bombing war. And Kuwaitis have been 
ratified by a recent softening of Iran 
radio’s strident abuse of their country. 
The blazing summer heat and the Is- 
ic fasting season of Ramadan have not 
arpened Kuwait’s defence readiness. 
© Tts air force is short of pilots but it has 
been sending up more patrols, which have 
been aided by warnings gathered by 
Awacs aircraft based in Saudi Arabia. 
~ King Hussein. of Jordan has offered help 
_ in operating Kuwait’s Hawk anti-aircraft 
missiles. The Americans said this week 
they will not “at this time” sell Kuwait 
hand-held. Stinger missiles; of the sort 
recently delivered to Saudi Arabia, but 
they are ready to offer it other weapons to 
improve its air defences. These might 
include short-range Chaparral missiles or 
the Vulcan automatic cannon system. 
Kuwait’s royal family and its small elite 
are convinced that a victorious Iran would 
try to overthrow the sheikhdoms of the 













































































from confrontation. A hard-headed con- 
servatism counsels against a regional ex- 
pansion of the war and against American 
intervention on the Arab side. 

Cautious Kuwaitis are particularly wor- 
sried by the polarisation between Kuwait's 
Sunni Moslem majority, who support 
Iraq, and the quarter of the population 
-who are Shia Moslems and want Iran to 
wine A thousand or so Iraqi Shias have 
been kicked out of Kuwait, but Shia 
subversion continues. A small gang of 
saboteurs was arrested last week, All 
‘three Shia members of the national as- 
‘sembly are pro-ayatollah. 

“Conscious of its vulnerability from 
within and without, Kuwait wants above 
ll to keep. out of harm’s way. Its pre- 
erred solution to the Gulf war is a peace- 
_ by-stalemate which would keep both Iraq 
-and Iran preoccupied and off balance for 
“some. time to.come. 


‘President Numeiri’s Sudan is continuing 
ts descent into pseudo-Islamic fanaticism 
in the north, civil war in the south; and 
heat in Khartoum reaching 120°F, the 
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uwaitis have been enc uraged by t the i 


Gulf. Yet Kuwait traditionally shrinks. 


:near-bankruptcy everywhere. With the 


latest presidential gesture, of the purely 
worldly kind, is the confiscation of air 
conditioners to save electricity, 
The kangaroo courts set up two months 
ago are still busy. Tribunals made up of 
an Islamic scholar, a military officer anda 
policeman may have sentenced as many 
as 80 people, some of them first-time 
offenders who have pinched $50, to am- 
putations of hand and foot. There are no 
defence lawyers, no right of appeal: At 
least two couples who are married but 
were unable to prove it have been 
flogged; some women taking driving les- 
sons or unlucky enough to have been 
spotted ufnescorted on the street have 
been whipped. So have women brewers 
of sorghum beer, Sudan’s commonest 
beverage and a major source of calories 
for the poor. Foreigners are not exempt. 
An Italian has been flogged for possessing 
alcohol. An American was saved by his 
embassy in the nick of time. 

Is it really Islamic? Many Sudanese 
Moslems do not think so. They stress that 
in the Prophet Mohammed's day amputa- 
tion was very rare and administered only 
for repeated theft by hardened criminals. 
Many Moslem leaders, such as Mr Sadiq 
vl Mahdi, a former prime minister, are 
among the 2,000-plus political. prisoners. 
Mr Numeiri is said to have fallen under 
the influence of the Moslem Brother- 
hood, whose mostly well-educated mem- 
bers want a return to what they see as 
Islamic fundamentals. 

The president’s chief adviser, Abu 
Gurun, a lawyer and sometime Moslem 
missionary in Nigeria, is a Sufi dervish 
who wears long plaited henna-dyed hair 
and green robes. Mystics, lawyers and 
students claiming Islamic authority now 
cluster round Mr Numeiri. His medical 
adviser and amputation-overseer is an 
Oxford-educated surgeon with an English 
wife. In the past three months the presi- 
dent has sacked some of his longest- 
serving confidants, some of them. from 
the upper reaches of the army, on whom 
he must in the end rely. But it is question- 
able whether he can count on the soldiers 
for ever. 

Mr Numeiri’s problems in the south are 
just as bad. Juba, Sudan’s main southern 
town, with its military base, airport and 
armoured cars, is quiet. Beer is still on 
sale, professional hunters from. neigh- 
bouring Kenya still circulate, Islamic pen- 
alties have not been applied, except—-in a 
rare case—to a Moslem. But the south- 
erners are furious that they have been 





applied to fellow, non-Moslems—Chris- 


tians and animists—residing in the north. 
And they*are fearful that Moslem law 
may soon be invoked down south...” 
Southern resentment had already been 
aroused by Mr Numeiri’s tearing up of the 
autonomy agreement of 1972, which end- 


ed 17 years of civi 


southerners a regional assembly. A 
ago, Mr Numeiri redivided the south i into 
three provinces, which southerners saw as _ 
a clear attempt to weaken them by divide- 
and-rule. In the countryside the guerrillas 
trying to overthrow the Numeiri regime 
are now thought by southerners inJubato 
number at Jeast.20,000. Most Europeans _ 
and Americans have been evacuated | 
from the main outlying towns, such as. 
Wau and Malakal, in the expectation that - 
the guerrillas may take them over once 
the rains, which have just started, cut off 
the roads. 

A particularly grimy piece of news for 
Mr Numeiri is that the southern guerrillas 
may be linking up with some of his 
northern dissidents—especially support- 
ers of Mr Sadiq el Mahdi’s Ansar move- 
ment. At the best of times, developing 
southern Sudan is one of the hardest tasks: 
in Africa. In war, it is impossible. Mr — 
Numeiri’s only sensible option is to give 
the south back its autonomy, plus a fairer 
share of oil and water resources. 

The Egyptians and Americans, Mr Nu- 
meiri’s most important allies, are ap- 
palled by his erratic new ways. Even the 
Saudis, who may have encouraged Mr 
Numeiri to be a more. thorough-going 
Moslem in return for private and public 
Saudi money, think he has gone over the 
Islamic top. American diplomats on the’ 
scene have been urging the state depart- _ 
ment to take the Sudanese president to ` 
task. They fear that Mr Reagan’s advisers > 
have bought Mr Numeiri’s argument that 
Sudan’s troubles have been stirred up by 
communists and anti-American zealots in | 
the shape of Russian-backed Ethiopia — 
and Libya. It is true that those two are 
backing Mr Numeiri’s opponents. But it is 
Mr Numeiri who is making the ground 
fertile for them. 

























Mozambique z 
Waiting for Botha — 


President Samora Machel has nudged 
Mozambique one more step away from 
Russia by replacing three too-pro-Soviet 
ministers. Sacked from the council of 
ministers on June 15th were Lieutenant- 
General Guebuza, the interior minister, 
in charge of the police; Major-General 
Matsinhe, the security minister, in charge 
of the armed forces; and Mr Lobo, the 
mineral resources minister. The first two 
have now become provincial governors, 
the third a deputy foreign minister: all 
lose power and prestige. 

-Their replacements are men of. the sort . 
politely called “‘pragmatists’’, meaning 


“that they find practical decisions more 


important than ideology. ‘The most inter 
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CONSORZIO DI CREDITO PER LE OPERE PUBBLICHE 








_ SUMMARIZED BALANCE SHEET AS AT 31st DECEMBER 1983 (US $ 000) 








| Liabilities and stockholders’ equity 
11,459,482 Capital 42.38 
Investment securities 652,606 . Reserves 














Liquid funds 638,656 Net earnings for the year 84,667 
“Other assets 1,267,132 Provisions ; - 729,406 


Bonds and other means 
of financing 


l Other liabilities 
14,017,876. -14,017,876 























_The balance sheet for the financial year 1983 closed with net earnings of US $ 85 million, after 
charging various provisions amounting to US $ 116 million. The Stockholders’ Meeting ap 
propriated US $ 81 million of the profit to the reserves, which thus reach US $ 380 mi 

_ New loans disbursed in 1983 amounted to US $ 1,301 million, with an increase of 54% inr 
-Ofthe previous year; 1983 disbursements comprised 47% to Enterprises, 39% to Local Authoritie 
12% to various State Agencies and 2% to Foreign Institutions. eee 
otal loans outostanding at the end of the financial year were US $ 11,459 million (US $ 11,07 
llion as at 31st December 1982). oe l es 
atutory accounts for 1983 have been audited by Messrs. Peat, Marwick, Mitchell & Co 
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esting appointment is the new security 
minister, Colonel Vieira. He led the Mo- 
zambique side in working with South 
Africa on monitoring compliance with the 
agreement the two signed at Nkomati in 
March. 

No official explanation for the three 
demotions has been given. One possible 
reason has been hinted at in vaguely 
worded references to “illegal acts” and 
“abuses of power”. At a rally in Maputo 
in May, President Machel criticised “un- 
justified arrests, detentions without trial 
and lack of respect for members of the 
public”, and said that ministers who could 
not control their subordinates would be 
held responsible. 

In fact, the cabinet reshuffle seems to 
be part of the pattern that follows Mo- 
zambique’s rapprochement with South 
Africa. The war against anti-government 
guerrillas has been going badly. By easing 
aside those likely to disagree with his 
decision to deal with South Africa, and to 
seek aid from western Europe, Mr Ma- 
chel is buying time. He is waiting for the 
promised benefits—more trade, tourism 
and economic aid—from South Africa. 


Canada 
Turnabout 


Role reversal has become the name of the 
game in Canadian federal politics. Now 
that the Liberals have chosen, as the 
successor to Mr Pierre Trudeau, his old 
` rival Mr John Turner, they have almost 
exactly matched the shift that the Conser- 
vatives made when they chose Mr Brian 
Mulroney as their leader a year ago. 

Mr Mulroney was the nearest thing to a 
Trudeau that the Tories could get. In- 
deed, he has much of the personal glam- 
our that set off: the waves of “Trudeau- 
mania” when the outgoing prime minister 
first took office 16 years ago. Mr Turner 
is as unlike Mr Trudeau as a Canadian 
Liberal leader can be. 

Traditionally, the Conservatives have 
always been the party of the English- 
speaking establishment in Canada. At the 
last general election, in 1980, they won 
only one of the 75 Quebec seats in the 
federal house of commons; the Liberals 
got all the others. But after years of 
resistance to Mr Trudeau's campaigns for 
bilingualism, the Tories realised that to 
make any progress in Quebec they must 
equip themselves with a truly bilingual 
leader. 

They picked Mr Mulroney, who was 
born in Quebec, studied at a French- 
language university there, and speaks 
French with a fluency acquired in early 
childhood, The fact that he had hardly 
any previous political experience counted 
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for nothing when the special qualification 
required was of a quite different kind. 

To get him, they were willing to ditch 
Mr Joe Clark, an Albertan, who had 
painstakingly mastered the French lan- 
guage but could not make any real appeal 
in Quebec. For the Tories, the west was 
already won. In the four western prov- 
inces the Liberals now hold only two 
federal seats out of 76. 

While the Conservatives are thus striv- 
ing for a new image as a party with a 
strong claim to support in Quebec, the 
Liberals are trying to get rid of that kind 
of image. They picked Mr Turner largely 
because they saw him as the man who 
could recover the west for them. By and 
large, western Canada is a conservative- 
minded region, and Mr Turner was the 
most conspicuously conservative-minded 
man among those candidates for the Lib- 
eral leadership who stood any real chance 
of getting it. His natural habitat is the 
Toronto business world, into which he 
withdrew when he left Mr Trudeau's 
government in 1975. 

Many westerners dislike Toronto, but 
in recent years their particular aversion 
has been from the “French power” of 
which Mr Trudeau became the detested 
symbol. If, in the approaching general 
election, western voters swing strongly 
towards Mr Turner’s party, it will be 
largely because they expect him to reduce 
“French power” in Ottawa. 

Just as the Tories feel they can safely 
court Quebec because they are so secure 
in the west, the Liberals feel they can 
look westward with a safe stronghold in 
Quebec behind them. The election could 
reveal a quite new Canadian political 
picture. For the first time in many years, 
both the main federal parties will be 
concentrating their efforts on invading 
each other's regional strongholds. 


Uruguay 
How to make a hero 





The arrest of the leader of Uruguay's 
Blanco party, Mr Wilson Ferreira Aldun- 
ate, on his return from,11 years in exile 
has landed both the country’s democrats 
and its military rulers in a quandary. The 
first presidential election since 1971 is due 
in November and Mr Ferreira wanted to 
stand. His party has already called for a 
boycott of the election. His rivals in the 
Colorado party now have to decide 
whether to take part. And the generals 
have to calculate whether their unpopular 
regime can survive the damaging publici- 
ty of a political trial. 

Nearly 100,000 Blanco supporters 
came to welcome Mr Ferreira on June 
16th, ignoring tanks on the outskirts of 





Montevideo, riot police at most street 
corners and marines with fixed bayonets 
guarding the harbour. Mr Ferreira was 
picked up as his ship docked and was 
taken by helicopter to an undisclosed 
base, where a military judge charged him 
with helping the defunct Tupamaro guer- 
rillas, damaging the armed forces’ morale 
and exposing Uruguay to “foreign inter- 
vention”. Mr Ferreira’s lawyers replied 
that, far from helping the Tupamaros, he 
supported a 1972 bill to deal with terror- 
ism. The courts are controlled by the 
army and there is no guarantee that the 
trial, if it takes place, will be fair. 

A one-time cabinet minister and a 
party leader since the 1960s, Mr Ferreira 
has turned the Blancos from a traditional 
mouthpiece of the landowners into a 
broadly-based social democratic party. 
His prestige rose during his outspoken 
exile and he was easily elected party 
leader last year when the Blancos and 
Colorados were allowed to resume poli- 
ticking. His anti-militarism has won him 
support while the prestige of the military 
regime, faced with the usual Latin Amer- 
ican economic crisis, has slumped. 

The military president, General Gre- 
gorio Alvarez, seems convinced that he 
can ride out the storm over Mr Ferreira. 
But the arrest was not popular among his 
fellow-generals. Within 24 hours the 
army chief, General Hugo Medina, had 
to deny reports that he was involved in an 
attempted coup. He is said to suspect that 
General Alvarez wants to stay on as 
president and is provoking the civilian 
politicians in order to slow down the 
transition to democracy. 

Public opinion is running strongly 
against General Alvarez. Monthly pot- 
banging protests are to be stepped up; the 
third one-day strike this year will be held 
on June 27th. If the general retreats, and 
releases Mr Ferreira, he will lose face. If 
he keeps him in jail, he risks violence on 
the streets—which may upset General 
Medina and his powerful friends. 


Ship to shore in jail 
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EUROPE 





How the EEC could still have 


a future 


Britain's EEC budget complaint has at last been solved. Make that 
ae ae for a moment, even though it isn’t yet true. With the budget 


obstac 


e out of the way, how could the community get moving again? 


Our special correspondent reports from Brussels: 


At the EEC commission in Brussels and 
in national capitals, plenty of thinking has 
gone into finding answers. Even Britain 
has joined in. To persuade its partners 
that Britain is not interested in budget 
rebates alone, the British government has 
drafted an 18-page paper, *“Europe—The 
Future”, which Mrs Thatcher would like 
discussed at the Fontainebleau summit, 
which starts on Monday. The paper con- 
tains no really new initiatives. It calls for a 
genuine common market, for easier trav- 
el inside the community, and for smooth- 
er running of the EEC’s institutions. Few 
would disagree. But a true revival of the 
idea of a common market needs to go 
much farther. And it needs to be the 
platform from which any more ambitious 
relance of the European community has 
to be launched. 

There are no longer any tariff and 
quota barriers to trade between the mem- 
bers of the community (with the excep- 
tion of Greece, whose last industrial bar- 
riers come down at the end of 1985). But 
there are plenty of other obstacles. Gov- 
ernments have reforested the commercial 
landscape with non-tariff trade barriers 
that favour a home country’s goods and 
services at the expense of other EEC 
suppliers: 

@ Tariff-free trade protection demands 
ingenuity. The EEC had to take the 
Belgians to court for requiring that mar- 
garine in Belgium be sold in cubes, not in 
oblong sticks, as elsewhere in the EEC. 
The West Germans have kept out non- 
fizzy mineral water (which they do not 
produce themselves) by insisting that 
bubbles help kill bacteria. The commis- 
sion caught out the Danes for requiring 
that beer and soft drinks could be sold 
only in returnable containers. Moré often 
tule-breakers go free. 

@ First-time travellers within the com- 
munity soon learn that they are dealing 
with 10 separate countries jealous of their 
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national economic interests. Because 
governments agree among themselves to 
prop up state airlines, air fares inside the 
community are among the most expen- 
sive per kilometre in the world. In the 
United States, someone making a long- 
distance telephone call from Texas to 
New York can bill it automatically to his 
or her home number in California. Try 
making a similar transaction in the EEC. 
As a gesture towards European unity, 
President François Mitterrand of France 
and Mr Helmut Kohl, the West German 
chancellor, agreed earlier this month to 
stop passport checks at the French-Ger- 
man border. The surprise was that these 
were not done away with years ago. 
@ New west European industries are 
hampered in their competition with more 
advanced American or Japanese rivals by 
conflicting national manufacturing stan- 
dards inside the community, On June 
17th, West German viewers watched the 
European election results on colour tele- 
vision sets made to a different standard 


Europe needs less of this 






sie, 






from French ones. That mistake is being 

repeated with mobile telephones, for 

which three different standards exist in 
the community. The same risk of failing 

to create a single EEC standard looms for 

videotext and for satellite dishes. 


The uncommon market 

The lack of common industrial standards 
is one of the biggest obstacles the EEC 
could get rid of. The West Germans, the 
French and the British each have their 
own agency which sets national manufac- 
turing norms. The EEC, with some suc- 
cess, pressed for community-wide stan- 
dards in the 1960s, Then matters got 
bogged down. The snag is that new prod- 
ucts are being made too fast for the EEC 
to cope with. By the time the communi- 
ty’s sluggish machinery has caught up, 
new national standards have been set. 

Many European industrialists are 
themselves now pressing for community- 
wide standards to replace national norms, 
especially in high-technology and com- 
munications. In a direct riposte to IBM, a 
dozen EEC computer firms have asked 
the commission to establish an EEC norm 
for computer “interfaces”. 

In March, 1983, the Ten agreed to give 
the commission early warning of new 
standards. But the EEC could do more. 
The industry commissioner, Viscount Da- 
vignon, would like a moratorium on new 
national standards in telecommunications 
and computer technology, to allow the 
setting of European norms. 

A strike by Italian and French customs 
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Founding free-traders 


officials in February led to roadblocks by 
French lorry, drivers that paralysed 
French traffic in many parts of the coun- 
try for a week. Why, in what is meant to 
be a common market, are there still 
customs officers at all? Removing inter- 
nal frontier barriers is infuriatingly slow. 
A common customs document is being 
drafted to replace 70 different national 
forms. But with 50 clauses and more than 
six pages, the common form itself is still 
too long. Frontier delays, on one reckon- 
ing, add 5% to costs. Another way to 
speed up border crossings would be to 
allow Vat levies or rebates, now complet- 
ed at the frontier, to be collected later. 

Barriers to farm goods and manufac- 
tures still get most attention, even though 
almost 60% of EEC workers now have 
service jobs. Services account for less 
intra-community trade than farm goods 
and manufactures, But they would get a 
bigger share if EEC trade in services were 
freer. The community's efforts to reduce 
these have been feeble and haphazard. 

The qualifications of some profession- 
als—doctors and hairdressers—are now 
accepted throughout the EEC, But, baf- 
flingly, mutual recognition for other pro- 
fessions, such as architecture and physio- 
therapy, is slow. The Dutch and the 
British have at last opened an offensive to 
deregulate air traffic in order to bring 
down air fares. The British are trying, 
against West German opposition, to open 
up the market in insurance. But there is 
still a lot more to do. 

If it still has energy left, the community 
can then try to open up public procure- 
ment. Government purchases, including 
orders of military and space equipment, 
account for 15% of community gnp. This 
remains a national preserve. In Britain, 
for example, in 1979-80, West Germany 
was the leading non-British EEC supplier 
for government contracts, but with only 
7% of the total. No other EEC country 
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got more than 3% of British government 
orders. And on this score Britain is not 
unusually protective. 

Out of all this, a strengthened commu- 
nity could emerge as the supervisor of a 
“supply-side” European industrial policy. 
The community would help new Europe- 
an industries chiefly by acting as a super- 
deregulator. 

The EEC’s labour market needs to be 
opened up in a similar way. By the end of 
1984, there will be more than 10m people 
without jobs in the four biggest communi- 
ty countries alone. Thinking has hardly 
begun on how to make it easier for EEC 
citizens to find work and settle down in 
other community countries. There is 
plenty for an imaginative community to 
do: on pensions, housing, schools and 
languages, for example. The community 
should not be simply a businessman's 
charter. 


The other agenda 
Given the community’s recent record, 
this is a highly ambitious programme. 
Even if a reinvigorated EEC did an 
unexpectedly good wrecking job on barri- 
ers to the internal market, it would still 
have plenty of hard labour ahead of it. 
Without continued reform of the com- 
mon agricultural policy (CAP), the bur- 
den of the community's budget is almost 
certain to grow. Many reformers think 
that the eventual aim of a sensible CAP 
should be to replace expensive price- 
support with direct aid to poorer farmers. 
But that is far off. After Spanish and 
Portuguese entry, scheduled for 1986, 
countries like France are likely to become 
net payers to the EEC budget. Yet that 
alone does not mean France will join the 
radical reformers of the farm policy. In 
Brussels, EEC officials are free with 
warnings that CAP reform has already 
gone as far as it can for a long time to 
come. Even Britain, which claims to lead 


the CAP reform campaign, now has a 
well-entrenched anti-reform farming lob- 
by of its own. 

There is much talk about the need for 
Europeans to co-operate more on de- 
fence. The Americans are again prodding 
them to increase military spending. But 
since west Europeans are unlikely to 
undertake an expensive rearmament pro- 
gramme, as the Americans have done, 
they will have to make each defence 
penny count for more. That means agree- 
ing to share weapons development and 
not to duplicate each other's defence 
efforts. 

The EEC’s part in this is likely to 
remain marginal, if only because non- 
Nato Ireland is a neutral country and 
because the Greeks and the Danes, 
though both in Nato, often cause trouble 
when the Ten discuss defence. This is no 
cause for alarm. There are other bodies in 
which west Europeans can talk over de- 
fence co-operation—most obviously 
Nato, and, less plausibly, the Western 
European Union (which France is at- 
tempting to revive). Any west European 
effort on defence raises organisational 
problems. But once the habit of working 
together takes hold, institutional awk- 
wardness ought to be easier to solve. 

The Ten’s tiptoeing steps towards a 
common foreign policy confirm this. The 
formal distinction between trade and 
commercial questions, which lie inside 
the competence of the EEC’s foreign 
ministers, and diplomatic and foreign 
policy topics, which strictly speaking fall 
outside, is more and more blurred. The 
political directors from the EEC coun- 
tries’ foreign ministries meet regularly 
under the heading of “political co-opera- 
tion”. The discussion, in English or 
French, is informal and clublike. In many 
capitals, it is common now for EEC 
ambassadors to be briefed together. 

This is not to say that the EEC speaks 
with one voice in foreign policy. The Ten 
vote the same way in the United Nations 
less often than the Nine did, before 
Greece joined. France and Britain dis- 
agree in Unesco. The Ten have not fully 
worked out a common position at the 
Stockholm disarmament conference. Yet 
on some important questions, such as the 
Venice declaration on the Middle East, or 
the west European response to the Amer- 
ican embargo of west European compa- 
nies supplying parts for the Siberian gas 
pipeline, the EEC countries have kept 
together. This is an area where evolution 
can safely be the test of how far co- 
operation will, or will not, go. 

Some people recommend more radical 
treatment for the EEC’s main institu- 
tions: the commission, the council of 
ministers and the parliament. The snag is 
how to make decision-taking quicker and 
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ing it less: 


able. The commission has both 
pany” oo rals and too many foot- 
oldiers.. But streamlining it is not the 


tional foot-dragging in the council of 
inisters. causes ‘as much delay as does 
iaper-pushing in the commission. At last 
ount, 500 measures were pending before 
he council. Without-greater use of ma- 
ority voting, it is difficult to see how 
ogjams can be broken. Once their budget 
iplaint is satisfied, the British might 
more enthusiasm for majority vot- 


if only to discover how many of their. 


s, who profess to want it, are 

g behind Britain’s opposition. 
‘for the European parliament, the 
é laid out in the Draft Treaty on 
juropean Union is not for tomorrow. 


=uropean elections 


A double snub 


‘ROM OUR BRUSSELS CORRESPONDENT 


(he European elections were fought as 10 
ational campaigns. But once the votes 
ron June 17th, two common trends 
vere clear: voters everywhere took the 

ftunity to snub their governments, 


How Europe voted 


` Percentage of votes cast* 
(thin figures) 


"Number of seats gained Denar 5 yaa 


` byeach party 
i (bold figures inside segments) 
- Total number of seats for 
each country 
(white figures in centre circles) 


IRELAND 


Conservatives 41% 


Others 13% 


Liberals 20% 


: ao ne Sot Peoples party 
hen: Greeniin faves the EEC Socialists 31% 


tN. ireland Democratic Uropi 6 
“Oficial Unionists: | 
i Social Democratic & Toki party 1 seat 
i. Fumout 65% 
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The European parliament overwhelming- 
ly passed the DTEU this year, with strong 
support from British Conservative mem- 
bers, despite the British government's 
opposition. The DTEU looks forward to 
a bicameral EEC legislature with the 
parliament as its lower house and the 
council of ministers as its upper chamber. 
Realistically, the most the parliament 
can look forward to in the immediate 
future is replacement of its blunt budget- 
ary weapon—rejection of the entire EEC 
budget—-with the power to trim more 
selectively. The parliament cannot vote 
itself influence. How strong (or weak) it 
grows will depend almost entirely on how 
important the EEC remains for govern- 
ments and voters. And that in turn will 
heavily depend on how far the community 
meets its claim to be a common market. 


non-voters to snub these hybrid elections 
altogether. The effects of the second 
trend tended to muffle those of the first. 
The anti-government swing might have 
been more damaging had the turnout 


DENMARK 
po Conservatives 21% 


HOLLAND 


$ 
AmiEEC 21% 
~~ Social Democrats 20% 


been higher, 2 : 
Turnout in‘every country but two was 
lower than at the first European election. 
five years ago. Only in Denmark did the 
turnout rise significant 
partly due to an ent 


still far lower than any 
Northern Ireland. 


meae action. a do; ora 
probably bring forward the day | 
Pierre Mauroy will be repli 
minister. (Current guessing abo 
Mr Mauroy’s successor might bi 
on Mr Jacques Delors, 

ter, and on Mr Michel Ri 


Social Christians 27%- 


proven Social 
S bal “a 


Others 14% —~ 


LUXEMBOURG 


Others 2% 

Social Damacra’ 

Far right 2%. 
Eurociinmunists 3% 
Communists N% 


Teie Dermaeracy 38%. 


GREECE 


Communists 33% 


mmen Christin 
Democrats 33% 


wx Sustiinder 5% Threshold 











- environmentalist 
< seats. But the Free Democrats, the junior 
partner in the governing coalition, failed 


The results also confirm the decline or 
rench. Communists, and so increase 
temptation for Mr Mitterrand to.drop 
m as coalition partners at some conve- 
ent moment. The Communists’ share of 
e- vote was almost halved, and their 
umiliation was completed by their win- 
ing only 10 seats—the same as the Na- 
tional Front. 
:The rise of Mr Le Pen causes prebienta 
Or the conservative opposition. Some 
onservative supporters would accept an 
electoral pact with Mr Le Pen. Others 
might desert the opposition if it struck 
such a deal. The conservatives failed in 
their aim of getting an overall majority. 
The united opposition list under Mrs 














Simone Veil did no better than the Gaull- 


ists and Giscardians did separately five 


years earlier. 


In West Germany, the anti-nuclear, 
Greens won seven 








to pass the 5% barrier needed to win seats 


< in:West- German elections and so won no 


seats in the European parliament. 

As in France, the rebuff to the govern- 
ing coalition demands no immediate gov- 
ernment reaction. The defeat of the Free 
Democrats underlines the questions 
about their future.. However, for the 
federal chancellor, Mr Helmut Kohl, and 
for his party, the Christian Democrats, 


the results could have been a great deal 


worse. The opposition Social Democrats 


_ failed to make any headway and actually 
lost one of their seats. 


Three other prime ministers may find 
hat their coalition governments now be- 





_come,more difficult to manage. In Italy, 


Mr Bettino Craxi was hoping for a clear 
ñ Of popular support for his Socialist 
party. This would have helped him fend 
off the Christian Democrats, who are 
ooking for an opportunity to replace him 
as prime. minister. The Italian Commu- 
ists—thanks perhaps to a sympathy vote 
after the death of Enrico Berlinguer, their 
admired leader—did a bit better than the 
iristian’ Democrats, for the first time. 
And this, probably more than anything, 
obbed Mr Craxi and the Socialists of 
heir expected gains... 
Mr Wilfried Martens (Social Christian) 
n Belgium and Mr Ruud Lubbers (Chris- 
n Democrat) in Holland both saw their 
wn parties lose support, while their 
more right-wing Liberal. coalition part- 





fers gained seats. Neither of these prime 
¿ministers is in any immediate danger of 
being unseated. But each could have 


one with a more encouraging result, 
~ Conspicuous losers were Ireland’s La- 


bour party, which lost all its seats, as did 
the far smaller Dutch left-liberal Demo- 


crats 66 party and Mr Mogens Glistrup’s 
ms : 





anti-tax Progress party in Denmark. 


able performance, almost. doubling “its 
representation (see page 54). . It failed, 
however, either to win more votes than the 
Conservatives or to become the largest 
element in the Socialist group in the 
European parliament, as the Labour. par- 
ty’s European spokesman, Mr Robin 
Cook, had over-confidently predicted. 
Britain’s Social Democrat-Liberal alliance 
again finished up with no seats, despite 
polling almost one fifth of the votes—an 
achievement which would have won it 15 
seats in any other large EEC country. 
The newly elected parliament will be 
rather more polarised than its predeces- 
sor. Two new political groups may now be 





Europe from left to right 


Seats in the European parliament: 


Old 
434 seats 







Christian Democrats 117 







Others 17 
Conservatives 
63 





Socialists 124 





-Liberals 38 
Gaullists, 






Communists # 
48 







Others 13 


Conservatives 50 


Liberals 32 


Gaultists, 
etc. 29 
Extreme 
right 16 


Socialists 132 










Communists 
42 





formed at either end of the political 
spectrum, On the far right, the 10 French 
National Front members could link up 
with five Italian neo-fascists and one 
Greek member, a supporter of the former 
military dictatorship. The Ecologists (two 
each from Belgium and Holland as well as 
the Greens from West Germany) position 
themselves on the left, although tradi- 
tional Socialists and Communists do not 
welcome them there. The Ecologists may 
form an 11-member group of their own, if 
they can overcome their internal 
differences. 

The.centre of gravity of the parliament 
has shifted a little to the left. But amajority 
of the members of the European -parlia- 
ment will still belong to the four centre- 
right groups—the Christian Democrats, 
Conservatives (from Britain ‘and Den- 
mark), Liberals (in continental Europe, 
usually free-market parties with conserva- 
tive economic policies) and Gaullists. They 
will together command 220 votes out’ of 
434, an overall majority of six, compared 
with 46 in the old parliament. . 

The largest group is again the Social- 
ists, who have made. a net gain of eight 


seats, The influx of new British Labour 


Britain's Labour party put upa respect- k 











1 ng 
less enthusiz tically committed to the 


EEC than before. The failure of the 


British alliance to gain a European’ seat 
means that the conservatism of the Liber- : 
al group willbe undiluted. 

The new parliament meets for the first. 
time on July 23rd. It will have a difficult. 
job making good the claims for a greater 
role in law-making and budgetary control 
put forward. by its predecessor. Its task 
will not be made easier by the apparent 
public indifference revealed during the 
election campaign nor by the fact that few 
top level politicians felt-it worth their: 
while to stand as candidates. Not that the 
new parliament will be-entirely devoid of. 
famous names. The 76-year-old «Italian 
novelist, Mr Alberto Moravia, was élect- 
ed with Communist support. And the 
West German Christian Democrats now 
boast a Count von Stauffenberg, whose 
father was the. leader of a plot to: kill 
Hitler. eo 


Poland 


But who's 
counting? 


FROM our WARSAW CORRESPON DENT 





It was, by éast European standards, a 
most unusual election. There was a genu- 
ine opposition, even if it was confined to, 
asking people not to vote. There was. 
lively campaigning. There was even inter- 
est in the result, which has left political 
analysts scratching their heads. But then 
Poland-is an unusual country, and the 
local council elections on June 17th were- 
the first elections a Polish government 
had dared to hold since before the rise of. 
Solidarity in the summer of 1980. i 
Not that there wasever any doubt. 
about who would win.’ Although there 
were two candidates for each ofthe’ 
110,000 council seats all had to be ap- 
proved by the Pron, a communist-domi- 
hated: Organisation. The interest lay in 
how many of the 25.9m eligible voters 


“would go to the polls. Communist coun- 


tries habitually claim turnout figures ap- 
proaching 100% (at the Polish 
parliamentary election-in March, 1980, 
the figure was 98.87%). This time, how- 
ever, Solidarity leaders had. urged their 


+ Supporters to boycott the election, which 


thus became a major test of the mood in 
the country. has 
‘The government passed a new and, it - 


‘claims, more democratic electoral-law-in 


February. Apart from the sort-of-choice. 


„between candidates, there were the face- 
the-voters. meetings before the election 
and. provisions, on’ paper, at least, for : 





challenging the results i in com Not near: 





ih” 





A pig campaigns in Gdansk 


ly enough, said Solidarity. Before martial 
law was imposed in 1981, Solidarity had 
been working on its own draft law, under 
which there would be a secret ballot and 
all citizens would have the right to pro- 
pose candidates. The Solidarity under- 
ground leadership dismissed the local 
council election as a meaningless farce”. 

As part of the boycott campaign, Soli- 
darity activists showered shopping streets 
in the towns with leaflets which were 
scattered by pre-timed detonators. A pig 
painted with the inscription “Vote for 
me” was set loose in Gdansk. Slogans 
such as “Vote and the Russians will thank 
you” were spread through the under- 
ground press and appeared as graffiti on 
the walls in cities. 

The government treated the elections 
as more than just a vote for local council- 
lors, calling it a “test of patriotic and civic 
maturity”. On June 8th, the authorities 
arrested Mr Bogdan Lis, a member of 
Solidarity’s four-man underground co- 
ordinating committee, and published a 
letter allegedly found in his possession 
which suggested that western trade 
unions were prepared to contribute $1m if 
the boycott succeeded. 

The government says that the boycott 
failed. It announced a turnout of nearly 
75%, and says that not all non-voters 
were boycotters: some 5% of eligible 
voters, including Polish sailors, simply 
could not get to the polls. The govern- 
ment spokesman, Mr Jerzy Urban, de- 
clared that the “boycott itself was boy- 
cotted” and called the election a vote of 
confidence in the government. 

But Solidarity disputes the official re- 
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sults. It carried out its own checks, by 
taking random 10-minute counts of voters 
at polling stations. Its turnout figure for 
the city of Warsaw (the only one Solidari- 
ty has so far released) is 57.4%, with the 
margin for error given as less than 3%. 
The official figure for Warsaw province 
was 71%. 

Whichever figure is correct, the elec- 
tion may have been more a test of fear 
than of confidence in the government. 
Although the government promised that 
there would be no reprisals, many Poles 
clearly feared that failure to vote could 
lead to discrimination at work or trouble 
with obtaining passports. An indication 
of how confident the government really 
feels will be the extent of its amnesty for 
Poland’s 600 or more political prisoners. 
It is thought to be planning to declare an 
amnesty on July 22nd—the 40th anniver- 
sary of communist rule. 


Comecon 


We must do this 
more often 





Plenty of things did not happen at the 
summit meeting of the Soviet block’s 
economic group, Comecon, which was 
held in Moscow on June 12th-14th. The 
Cuban leader, Mr Fidel Castro, did not 
turn up (his flimsy excuse was that the 
situation in Central America kept him at 
home). The allies did not disagree in 
public, since they met in strict secrecy. 
Not much was revealed about precisely 


Sar weer a 


Sr Sa 


TEES 
EUROPE 


how the goal of deeper economic co- 
operation is to be achieved. But the 
group's leaders did decide that they 
should meet more often—preferably in 
the run-up to each new five-year plan. 
Their last top-level gathering on purely 
Comecon business was back in 1969, 

The Soviet Union supplies raw materi- 
als to its Comecon partners, and provides 
them with a huge and stable market for 
industrial goods. The problem is that 
growth rates in Comecon countries have 
been slowing down, and Soviet energy 
has become more expensive, while the 
Comecon countries must struggle to 
chase the rapidly moving target of west- 
ern technological progress. 

Each country has its own complaints. 
The Soviet Union wants better goods— 
and more of them—in return for its 
supplies of energy. East Germany and 
Czechoslovakia do not want Soviet de- 
mand for their industrial goods to jeopar- 
dise their markets in the west. Comecon’s 
three under-developed countries—Cuba, 
Mongolia and Vietnam—cannot get 





enough aid. Developed Poland hungers 
for financial credits. The food exporters 
(Hungary, Bulgaria and Rumania) would 
agricultural 


like higher prices for 





= ay « dia: 
Russia wants more for turning on the taps 
33 
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Russia's anti-Reagan ¢ 


FROM OUR MOSCOW CORRESPONDENT 













Vitriol has long been the ink of Russia’s 
political cartoonists. Here, Himmler 
holds up to Uncle Sam a list of Nazi 
«¿concentration camps: the caption 
claimed that the White House has issued 
a secret order to build prison camps in 
America’s main military districts. An- 
~ other on the same theme: Josef Goeb- 
bels sits on President Reagan's shoulder 
whispering advice on how to orchestrate 
anti-Soviet propaganda and prepare an 
onslaught on Russia. 

These cartoons are new for the Soviet 
Union. Although capitalism and capital- 
ists as a breed have long been considered 
fair game for caricature in the Soviet 








products. . 

The main trouble is that there is no sure 
way of telling whether countries are get- 
ting a fair deal. Comecon’s accounting 
, the. “transferable rouble”, is not 
y transferable at all: a surplus earned 
with one country cannot be used to buy 
‘oods from another. That turns trade into 
umsy barter and means that many com- 
mercial. opportunities are missed. 

There was littlé.in the economic com- 
tuniqué issued last week to suggest that 
hese difficulties were being tackled at 
‘oots.. The statement stressed the 
topicality”. of the tired comprehensive 
rogramme for economic . integration 
i rést-in1971. The 
ghħter co-ordina- 
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Union, the Russians have rarely heaped 
abuse on western leaders by name. And 
by portraying the Americans to ordinary 
Russians as the “new Nazis”, the Soviet 
government is deliberately playing on 
fears of war and whipping up mistrust of 
foreigners in general. 

Marshal Nikolai Ogarkov, the Soviet 
military chief of staff, was the first to 
compare Mr Reagan to Adolf Hitler, 
over a year ago, Communist party 
spokesmen and the press then picked up 
the theme with relish after the deploy- 
ment of new American missiles in west- 
ern Europe. One writer in the World 
Marxist Review last December declared 


to encourage direct links between enter- 
prises in different countries. At present 
the barriers to international ventures are 
high and such contracts are rare: enter- 
prises try to satisfy domestic masters first; 
they are wary of unreliable outside sup- 
plies; and nobody is really sure how to 
price transactions. 

For all this, the Russians feel it is 
worthwhile to try to promote cross-bor- 
der co-operation. This suits their prefer- 
ence for economic reform of the less 
worrying Bulgarian or East German sort. 
Unlike the more radical Hungarian ap- 
proach, this involves granting a little 
more flexibility to local enterprises with- 
out abandoning forceful central planning. 

The summit also decided that Soviet 
energy prices would be tied more closely 


to world prices, instead of following them: 


on the basis of a five-year moving aver- 
age. The new system may benefit the 
smaller countries in the short-run, but in 
future they will be more exposed. to 
sudden rises in the oil price. 


` Britain as virtual allies of the Nazis inthe 


~ ence to allied wartime co-operation with 








~ that Mr Reagan was even more danger. 


ous than Hitler, because he was plotting 
war with nuclear weapons. UB 
Stung by the western allies’ comme: 
oration of the fortieth anniversary of D- 
day earlier this month, Soviet newsp 
pers have tried to portray America.and’. 










second world war. A row over a rë 





the Russians against fascism in the dratt 
of a speech led to the cancellation Tast oo 
weekend. of a broadcast on Russian tele- 
vision by the British ambassador to Mos 
cow, Sir lain Sutherland. en 

‘The Kremlin has said for months that 
the deployment of the new American 
missiles would wreck whatever was. left 
of east-west detente and increase the 
danger of war. It now seems determined 
to show its own people that they ought to 
believe this proposition. In the past few 
months long-moribund civil defence as- 
sociations have been reactivated. Volun- 
teers are knocking on apartment doors 
explaining what to do when the sirens go 
off. All this has naturally alarmed ordi- 
nary Russians. 

The war scare makes it easier for the 
government to keep contacts with for- 
eigners to a minimum. In the past four 
months two new laws have been passed: 
One sets jail sentences for passing on to 
foreigners information obtained at work; 
the other imposes sanctions on Russians | 
who allow foreigners to stay overnight at 
their apartments. One western diplomat 
who recently offered a lift to a late-night 
hitch-hiker in Moscow terrified his pas- 
senger by explaining who he was. At the 
first traffic lights the youth leapt out, 
explaining as the door slammed that he 
could “end up in Siberia” for accepting 
such a ride. l 












































No doubt influenced by tighter western 
restrictions on the sale of high technol- 
ogy, the summit agreed to draft a pros 
gramme of “scientific and technical pro- 
gress” covering the next 15-20 years, with 
special emphasis on the development of 
electronics, microprocessors and industri- 
al robots, Once again, the Soviet Union 
insisted that its partners must supply top- 
quality products if they want continued 
deliveries of Soviet raw materials: That 
puts the squeeze on those east-Europeans 
who can sell their best products for hard 
currency in the west. They need the hard 
currency both to repay their western 
debts and—this is the catch—to buy the 
technology without which they will not be 
able to supply the. “world-level” -goods 


the Russians demand. 


An the past, the smaller Comecon coun- 
tries have ensured-that the Russians do 


< Botchaye at, all their ‘own’ way. How 
-successfully they stood up for-theniselves 


this time will become clear only when the 
committees battle over the details. 
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= were in foreign 


It. lire 1,470 Billion. 


New credits disbursed: 





In 1983 the growth of Isveimer 
continued uninterrupted: gut- 


standing loans advanced 
to It.lire 4,850 billion, 
: 15% up compared to 
1982; new credits 
disbursed were 
It. lire 1,470 bil- 
lion. 50% of the 
said new credits 


The medium-term ba 
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Outstanding loans: 
It. lire 4,850 Billion. 





currencies raised in the ini 
national financial markets. 
“Ss, Net income was 
It. lire 26 billion. 
All that confirms 
Isveimer as a refe- 
rence point for 
‘southern _ 
continental 
entrepreneurs. | 
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Luxembourg — 
The bankers 
breathe easy 


FROM OUR BRUSSELS CORRESPONDENT 






_ Five years ago Luxembourg set what later 
became a pattern for the other two Bene- 
lux countries, Belgium and Holland, by 
“ejecting the. Socialists from government 
and forming a centre-right coalition. Af- 
ter the general.election on June 17th 















-Luxembourg’s tilt 
to the left 


Parliamentary seats after: 


1979 election 
59 seats 









Sociat Christians 
a A 






Socialists 14 







fi 
l f 
Comms ! f YY 






unists 2 
Others 4 Zp 





1984 election 
64 seats 











A Social Christians 
- Socialists 21 25 









































Comm- Liberals 
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FROM OUR PARIS CORRESPONDENT 


Is the French language sexist? The minis- 
ter for women’s rights, Mrs Yvette 
Roudy, thinks it is. She is particularly 
annoyed at the way words used to de- 
- scribe jobs tend tọ; remain masculine 
even when the work is done by a woman. 
Mrs Roudy sees no reason why- she 
should be called Madame le ministre. 

In an attempt to set matters right, Mrs 
‘Roudy has established a committee, 
headed by the writer Benoite Groult, to 
work out feminine forms for masculine 
job terms or to suggest completely new 
words for women. French male mid- 
_ wives, after all, invented the term maieu- 
-ticiens instead of. calling themselves 

sages-femmes or converting to sages- 
hommes. 

The male-dominated Académie Fran- 
çaise rarely resists having its say on 
matters concerning the French language. 
It has expressed concern that the Groult 
committee may be wrong, at least about 
grammatical genders. In a note to the 
committee, it says that these often have 
nothing to do with the. masculine or 
feminine sex. Often; Mrs Roudy could 
reply, they do... pgs ae ae 


are a male chauvinist's dream. Take the 


(which coir 


The: traps in the way of feminisation. 





gaining seven seats while the-governing 
Social Christians and Liberals respective- 
ly gained and lost one each. The Social 


Christians and Liberals still hold 39 out of © 


the 64 seats in the newly enlarged parlia- 
ment, and in theory could easily carry on 
their coalition. The stately tradition in 
Luxembourg, however, is that a party 
that gains seats should be rewarded with 


office, while the losers are to be punished © 


by going into opposition. Luxembourg’s 
politicians have long felt that this was the 
most democratic way of honouring the 
views of the voters. 

The trouble this time is. that the Liber- 
als do not feel like losers, having shed 
only a single seat (see chart). Their lead- 
er, Mrs Colette Flesch, wants to hold on 
to her post as foreign minister, and is 
refusing to step down gracefully. The 
veteran Social Christian prime minister, 
Mr Pierre Werner, tendered his resigna- 
tion on June 18th (he intended to retire in 
any case). He has been asked by Grand 
Duke Jean to hold discussions with other 
political leaders, and to report back on 
June 21st with advice on who should form 
a new government. Nobody seriously 
doubts that the choice will fall on the man 
who has been working as Mr Werner’s 


Madame la ministre? 





word président, which can refer to a 
company chairman as well as to Mr 
Mitterrand. Nothing simpler, apparent- 
ly, than to call a female president Ma- 
dame la présidente. Except that, as one 
of the Groult committee points out, 
Madame la présidente is used to refer to 
the (male) president’s wife. 

Mrs. Roudy sees the gender structure 















of the French language as a reflection of © 
the restricted role society gives to wom- 


en: The minister, whose interests in 
feminism was aroused when she translat- 
ed an American writer, Betty Friedan, 
into: French, notes that feminine job. 
descriptions ` refer mainly to cooks, | 







d with the elections to the 
European parliament) it now seems ready: 
` to bring them back again. 
The Socialists did unexpectedly well, ~ 


os Ro 







































Flesch didn’t want to leave 


deputy, Mr Jacques Santer, the finan 
minister. : 
Despite Mrs Flesch’s protests, th’ 
guessing in Luxembourg at mid-week i 
that the Socialists will now replace the 
Liberals as the junior partners in Mi 
Santer’s new government. This shift te 
the left is unlikely to cause much of 4 
flutter in a tiny country that, despite it 
size, is one of Europe’s leading financiar 
centres. Mr Jacques Poos, the Socialists 
leader, not only looks every inch a:suc: 
cessful banker: he is one. : 























nurses, air hostesses and suchlike. A 
feminine term exists for marriage coun- 
sellors, une conseillère conjugale, but not 
for local government councillors (un 
conseiller municipal?). “The ‘feminine 
gender is all right in bed but not in the 
town hall”, observes Benoîte Groult. - 

The linguistic drive is part of a wider: 
anti-chauvinist campaign by French fem- 
inists. A women’s rights league, headed 
by the writer, Simone de Beauvoir, is 
running a press’ advertising campaign 
against the use of women as sex objects; 
The illustration shows a man in a Play->- 
boy bunny’s costume. 

French politicians of right and ‘left 
routinely, express concern for women’s 
place in French life. Mr Mitterrand’s 





government includes six women. The 


main opposition list in the European 
elections was headed by Mrs Simone 
Veil. Three women ran as presidental 
candidates in 1981, though all for tiny f 
parties. 

Still, attitudes are slow to change. 
Only 4% of senior civil servants are 
women. Female white-collar executives 
earn only two-thirds as much, on aver- 
age; as their male equivalents. Even the 
generally sympathetic government is in. 
no rush to push. women’s. rights. Mrs. 
tcabinet approval for an antie- 
bill 15 months. ago. The bill 


still not gone to parliament. © 


HE FRENCH ARMY 


hield and sword for Europe? 


ecade. 


e French have the most powerful army 
western Europe. It is almost twice as 
ig as Britain’s. It is smaller than the 
fest German army. but is immensely 
mmore potent by virtue of having its own 
auclear weapons. Although its troops are 
mostly 12-month conscripts, they are well 
ained, well disciplined and well-turned- 
ut. Its officers are intelligent, tough and 
ledicated. It has a good stock of good 
conventional equipment. Its recent re- 
cord is an unbroken string of successes. 
Mts morale is high. 


A rosy picture? Not entirely. France’s - 


rmy has the same problem as America’s 
nd Britain’s: not enough money and two 
obs to do. It has to maintain a high- 


technology armoured force against the 
most dangerous threat, a big war in 
central Europe. But it must also have the 
means to deal with the most likely threat: 
small wars in faraway places. 

To try to serve both masters, the 
French army decided late last year to 
experiment with a new organisation. The 
centrepiece is the Far, the Force d'Action 
Rapide or rapid reaction force. This 
brings together under one command a 
fire-brigade unit that could be useful in a 
European tight and most of the parts of 
the army that can be deployed overseas. 
It is illegal to send conscripts overseas in 
peacetime, so only units composed en- 
tirely of volunteers, or units with con- 


Pluton keeps army nuclear: Hernu’s decision to buy Hades will keep it poor 
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scripts who have specially volunteered for: 
overseas duty, are eligible. : 
The Far is a corps of about 47,000 men, 
made up of five divisions plus a logistics 
formation, with headquarters at Maisons~". 
Laffitte, a suburb of Paris. Unlike the: 
other three army corps, the Far js not 
designed to fight as a unit: its components’ 
are too different from each other. It 
simply puts together a number of mobile 
units under a single commander who can 
harmonise their training, look after-their 
logistics, prepare contingency > plans 
and—though this is yet to come—recom- 
mend the procurement of specialised 
equipment. pe 
Besides the command headquarters, 
two new combat units are being formed, ° 
The lith Parachute division, the Alpine 
division and the 9th Marine Infantry 


division were assigned to the Far more or io 


less intact. (Unlike the marines of Britain, 
and the United States, which are parts of © 
their navies, French marines are part of 
the army. The French navy has a small 
number of specialised naval commando. 
troops.) s 
One of the new units is the 6ème DLB 
(Division Légère Blindée, or light ar- 
moured division). This 7,000-man unit is 
designed to be transported by air, or at: 
least be easily and quickly moved by sea 





so it has no tracked equipment. It will be 
composed of two armoured regiments | 


-. (see box) equipped with AMX-10RC ar- 
_ moured cars and. the newly developed 
- three-ton VBL scout cars, which should 
begin to arrive in two. years’ time; two 
“infantry regiments mounted in Renault 
| VAB armoured personnel carriers; an 
artillery regiment using towed 105mm 
owitzers; and an engineer regiment. Al- 
though this division was put together out 
_ of existing units, setting it up-involved 
moving a lot-of equipment among various 
formations. Its commander, and the com- 
mander of. the Far, are still trying to sort 
that out. 

The other new division is the 4th Air- 
mobile, which will eventually have about 
250 helicopters. (the Far now has about 
220), virtually the whole of the French 
army’s inventory. Of these, fewer than 
100 will be anti-tank helicopters, mainly 

azelles with Hot missiles, and the rest 
‘troop-lift and support helicopters. The 

th Airmobile will be organised into four 
helicopter regiments and one or two 
‘composite infantry-engineer regiments 
(armed with mortars ‘and Milan anti-tank 
missiles) plus headquarters and support 
“units. 

Roughly half the division is already in 
place, at Nancy in eastern France; the rest 
will be created during the coming year. 
The idea is that this division could swiftly 
move strong anti-tank teams to plug holes 


Vive la différence 


In one important way, the French army 
is different from most other western 
armies. As with the others, the division 
is the. main fighting unit, the smallest 
body: with all the supporting weapons 
and logistics tail it needs for sustained 
combat on its own. But, as the result of a 
reorganisation in 1975-79, France’s divi- 
sions are smaller than those of its main 
allies: ‘less. than. half the size of the big 
American and. West German divisions, 
some 15% smaller than British divisions. 
A first-line armoured division, such as 
the 10th, based in eastern France, con- 
sists of three tank regiments. (equipped 
‘with AMX-30 medium tanks and AMX- 
10 tracked reconnaissance vehicles), two 
mechanised infantry regiments (with 
AMX-13 light tanks: arid .AMX-10 
tracked armoured personnel carriers), 
one infantry regiment, two artillery regi- 
ments,.an engineer regiment and one 


headquarters and support regiment. An - 
have three infan- 


infantry. division would 
try: regiments, mounted. in: armoured 
personnel carriers; a cavalry regiment, 
using armoured reconnaissance vehicles; 
an artillery regiment; a headquarters and 
support regiment: and. two engineer 
companies. 


‘amas: best gun in the west 


in the European front if Russian. tanks 
broke through. It would indeed be a 
powerful anti-tank force; but there is 
going to be a big argument over whether 
it should send its units to assigned zones, 
or to wherever over-run Nato divisions 
are shouting for help. 

It is this unit which led to a lot of 
wishful thinking when the army’s reor- 
ganisation was announced last year. 
France, it was said with delight, was 
moving closer to co-operation with Nato’s 
European command. Unlike the rest of 
the Far, the 4th Airmobile is clearly 
designed for fighting in Europe. (Airmo- 


But French regiments are also differ- 


: ent: in France today, a regiment is a 


formation of around 900 men, which 
would be called a battalion in Britain, 
West Germany or the United States. 
There is no brigade command: the regi- 
ments report directly to the divisions. 
Almost three quarters of the 7,500 
men of the 10th Armoured are 12-month 
conscripts, a figure which would make 
British or American commanders 
blanch. French generals seem to be dif- 
ferent. They generally approve of the 
idea of a citizens’ army, are well satisfied 
with the quality of the men they get, and 
have organised their divisions to make 
the most of them. 
Each conscript receives his regimental 
assignment along with his call-up papers. 
He goes directly from home to his regi- 
ment—not to a basic training camp, as 
recruits in other Nato armies. do—where 
he is immediately put into a training 
company which is part of the regiment. 
Two nionths later he is not only a soldier, 


.. but a fully fledged member of the regi- 


ment. He has learnt its traditions and. 
peculiarities along with how to shine his’ 
shoes, salute and fire his rifle. He will 
stayin it throughout his service. 





not a far-flingable as 


‘people think; their component regiments 
‘can move rapidly anywhere within heli- 


copter range, but to move the whole 
division, including. workshops and the 
rest of its heavy clobber, is. much harder 
than moving an infantry- division.) It 
looked as if France was moving to 
strengthen Nato’s central front. 

It is not quite as simple as that. There 
has never been any doubt that the French 
would join in an all-out fight in central 
Europe, if it came to one. But in war 
timing makes all the difference, and no- 
body knows when the French would re- 
port for duty. A gap-plugger such as the 
4th Airmobile can be useless if it is a few ` 
days—or even -hours—late.. And even if 
French troops: got there in time, they 
would still be under purely French com- 
mand, and ‘the Nato commander could 
not use them as effectively as he can the 
forces of other countries. 

Apart from the Far, the French army is 
organised into eight regular divisions (six 
armoured, one airmobile and one infan- 
try), plus two divisions made up of men 
from army schools. The First Corps, in 
eastern France, has two armoured, one 
airmobile and one ‘school division. The 
Second, in Germany, has three armoured 
divisions. The Third, in northern France, 
has one armoured, one infantry and a 
school division. 

To the extent that the reorganisation 
which began last year makes the French 
army more efficient, it is good news for 
Nato. But the establishment of the Far 
did not add a single tank or helicopter to 
the French army. Indeed, the reorganisa- 
tion cut the army by 22,000 men. And, by 
centralising the command of the rapid- 
reaction forces under a senior general, it 
has created a powerful new voice that will 
in all likelihood be demanding more of 
the defence budget for specialised airlift 
and other equipment more suited to.oper- > 
ations overseas than to a battle in Eu- 
rope. The money for the extra light 
armoured vehicles that will probably be 
procured for the Far will have to come 
from somewhere. 


Doing it with mirrors 

That the reorganisation is seen as evi- 
dence of a new:pro-Nato mood in France 
is due entirely toa remarkable feat of 
legerdemain by President Mitterrand and 


his defence minister, Mr Charles Hernu. 


Both men were happy to take credit for 
seeming to move closer to co-operation 


So with’ Nato’s military command. (from 
< which’ French forces. were summarily 


withdrawn by President de Gaulle in 
1967). They positively encouraged the - 


idea, in order to. obscure the. hard fact 
~ that at the same time they were cutting 


the army from 312,000 to about 290,000 
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men. But they have been careful to em- 
phasise that the French government still 

retains complete control of its forces and 
will commit the army to battle only if and 
when it sees fit. They have been patting 
themselves on the back for strengthening 
Europe’s defences while to some extent 
actually weakening them. 

“Equipment rather than men” was a 
slogan used to justify last year’s cuts. But 
the savings will mainly go to pay for 
France’s increasingly expensive nuclear 
forces, including the army’s part of them, 
rather than to any real improvement in 
the army's non-nuclear equipment, some 
of which is now distinctly ragged around 
the edges. 

The army’s nuclear force is made up of 
five regiments of Pluton nuclear missiles. 
These are now assigned to the corps 
commanders, but will, by around 1990, be 
grouped into a single nuclear division in 
order to emphasise the detachment of 
France’s nuclear weapons from its ordi- 
nary army—a political decision rather 
than a military one. The 120-kilometre 
Pluton will be replaced, starting around 
1988, by the 350-kilometre Hades, which 
will almost certainly carry the reduced- 
blast (“‘neutron-bomb’’) warhead now be- 
ing developed by France. 


Cost of the nuclear priority 
There is no ground for optimism about 
the future of the non-nuclear forces. 
After years of tightfistedness, the army’s 
budget got a boost in 1981 and 1982. But 
the 8.3% increase in 1983 outlays repre- 
sented a cut in real terms, and real 
spending in 1984 will be no higher. 
France has often been criticised for 
making military equipment that it 


thought would sell, instead of what it 
needed to fight a war in Europe. That is 
an Over-statement: much French equip- 
ment is as good as the best there is. The 
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AMX-30 was good 


THE ECONOMIST JUNE 23, 1984 





main problem is that there is not enough 
of it. The regular army is fairly well 
equipped, but France maintains a huge 
and unwieldy reserve force, which is not. 

About half of the reserves are assigned 
to active units as fillers; on mobilisation, 
if all the reserves showed up, these units 
would be roughly doubled in size. It is 
doubtful whether there is enough equip- 
ment for all these men to be gainfully 
employed, although most of them would 
have rear-area jobs such as driving trucks: 
reserves make up over 60% of most of the 
logistics units. The rest of the reserves are 
organised into reserve units, some as 
large as divisions. The equipment for 
these divisions (all infantry) is virtually all 
obsolete. 

The most controversial French weapon 
is the AMX-30 tank. The present model is 
fairly light—36 tons—lightly armoured, 
and carries a 105mm gun. It is rapidly 
becoming obsolete. But the French are 
not building a new tank using modern 
laminated-composite armour and a heavy 
gun, as Britain, West Germany and the 
United States are all doing. Instead, they 
are building a modernised AMX-30, 
known as the B2 model, which will differ 
from the older model mainly by having a 
better fire-control system and better 
night-vision equipment. When the B2s 
start coming into the field next year the 
older AMX-30s will move down to dis- 
place the elderly AMX-13 light tanks now 
used by the mechanised regiments. 

France hopes to collaborate with West 
Germany on a completely new tank which 
would go into production in 1991. This 
machine would have the latest armour, 
either laminated-composite like Britain’s 
Chobham armour, or “active” armour 
which tries to fend off a projectile by 
exploding a flat charge on the surface of 
the tank as the projectile hits it. It would 
also have a 120mm gun and a high- 





in its day, but its day is almost over 
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Rediscovering the wheel 


performance diesel engine (the French 
army has ruled out a gas turbine such as is 
used by the new American M-1 Abrams 
tank). Until then, France is doomed to 
face its enemies with the worst tank of 
any major military power in the world. 

Tanks aside, however, the French 
army's array of weapons takes on a 
brighter look. Its rifle, the 5.56mm Fa- 
mas, is the most advanced service rifle in 
Nato. Its AUF-1 155mm self-propelled 
gun may be the best of its kind in the 
world. Its Rita automatic-switching com- 
munications system is similar to the Brit- 
ish Ptarmigan system; it is superior to 
anything else in Nato. 

The French army’s most distinctive 
feature is its wide use of wheeled ar- 
moured vehicles. Military men argue furi- 
ously over these things. They are not as 
suitable for rapid movement across very 
rough country as tracked vehicles. But 
they are much lighter and cheaper, and 
generally faster. Western Europe has a 
better road network than anywhere else 
on earth, and off the roads it has a lot of 
flattish land over which wheeled ma- 
chines can travel fairly easily. In such 
areas a wheeled vehicle can give extreme- 
ly good service at low cost. 

The army’s most popular vehicle is the 
AMX-10RC, a six-wheeled armoured car 
that can move up to about 55 miles an 
hour on the road, travel 500 miles on a 
tank of fuel, and carries a 105mm gun 
with a fire-control system as good as the 
one that will be used in the B2 tank. Some 
450 AMX-10RCs are scheduled to be in 
service by the middle of next year, most 
of them in the Far. 

Besides the new tank and the Hades 
missile, the French army’s research and 
development will be concentrated on two 
main things in the next few years. One isa 
replacement for the present anti-tank 
weapons, such as the Milan, which have 
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been made nearly obsolete by the intro- 
duction of new kinds of armour. The 
other is a better anti-aircraft system, 
particularly for use against helicopters. 
The army is making an unprecedented 
effort to get a new anti-aircraft missile, 
the Mistral, into service as quickly as 
possible; it hopes to start production in 
1987. The reason for the rush is the Far. 
France’s present main anti-aircraft sys- 
tem, the radar-guided Roland missile 
mounted on the AMX-30 chassis, is an 








Another medal for the legion 


The finest light units in the French army, 
and probably in the world, are those of 
the Foreign Legion. Its troops are all 
volunteers, their training is tough and 
their discipline rigorous; and their mini- 
mum term of service is the longest (five 
years) of any army in Nato. But there are 
plenty of volunteers—6,000 last year, of 
whom only about 1,500 were actually 
taken. The legion can also be choosy 
with its officers: there are more than two 
applicants from the regular French army 
for every post available. 

Part of the reason for the legion’s 
popularity is the guarantee of a two-year 
Overseas assignment during the five 
years. Part is the attraction of belonging 
to one of the toughest fighting forces in 
the world. Some volunteers are drawn by 
the legion’s unique ability to give a man a 
chance to get away from his old life and 
Start a new one; others by the legends 
and the sheer mystique of the thing. 

Today’s legion is made up of about 
6,300 legionnaires (privates), 1,350 non- 
commissioned officers and 350 officers. 
They make up four operational regi- 
ments in France plus four units—includ- 


excellent weapon, better than anything in 
the British and American armies. But the 
heavy chassis makes it unsuitable for the 
Far, so a lighter anti-aircraft system has 
become the top priority. 

Despite the worries about money and 
the cut in manpower, the reorganisation 
of the French army has put a new spring 
into the step of French generals. Over the 
past few years, France has had a good 
military record—not least by stopping 
dead Colonel Qaddafi’s thrust into Chad. 
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The creation of the Far shows that the 
Mitterrand government recognises the 
value of the army’s ability to projeca 
French power into many parts of the 
world. If such French actions happen to 
serve the interests of France’s allies as 
well, all the better. For senior officers, 
who grew up in the army during the bad 
old days—in the shadow of the debacle of 
1940 and the crushing defeats of Indo- 
china and Algeria—the French army of 
the 1980s is an exciting new experience. 







Warriors of the wooden hand 
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ing the famous 3éme REI, the Third 
Foreign Infantry Regiment, one of the 
two most decorated regiments in the 
French army—which are stationed per- 
manently overseas. The headquarters 
regiment is at the legion’s home in Au- 
bagne, a few miles from Marseilles, and 
the training regiment at Castelnaudary, 
about 150 miles to the west. The opera- 
tional regiments not overseas are as- 
signed to regular army divisions. The 
2ème REI and the Jer REC (First For- 
eign Cavalry Regiment) form part of the 
6th Light Armoured Division. The 2ème 
REP (Second Foreign Parachute Regi- 
ment) belongs to 11 Parachute Division. 
Both these divisions are now in the Far. 
On July Ist, a new unit, the 6th Foreign 
Engineer Regiment, will be set up. 

To join the legion, a man must be 
between 17 and 40, and single. If he has 
means of identity, well and good; if not, 
he may make a written declaration of his 
name and nationality, and he will keep 
these for five years. He does not have to 
be able to speak French, but if he is 
selected he will have to learn pretty fast. 
It is not true that his past does not 


matter. If he is in serious trouble with the 
police, the legion will not take him, and 
will throw him out if he hides the fact and 
it finds out after he has been accepted. 
But petty crimes—the legion’s com- 
mander draws the dividing-line—are of- 
ten ignored if the man looks a good 
candidate. 

It is not true that Frenchmen are 
barred from enlisting; many do. But the 
selectors make sure they take enough 
outsiders to keep the legionary spirit 
alive. The largest single foreign contin- 
gent today consists of Britons, who make 
up 19% of the legion. 

Once selected, a legionnaire goes to 
Castelnaudary for four months of basic 
training, and from there to one of the 
operational units, or to parachute train- 
ing if he is headed for the legion’s 
parachute regiment. After five years of 
honourable service, a legionnaire may 
become a French citizen if he wants to, 
and can then aspire to become an officer. 

A lot of rubbish has been written 
about the Foreign Legion, which is a 
pity, because the facts are more impres- 
sive than most of the myths. Formed in 
1831, it has a history replete with stories 
of heroism, the most celebrated being 
the defence of Camerone in Mexico in 
1863 by a detachment under Captain 
Danjou, which was wiped out. Legion- 
naires later recaptured Danjou’s wooden 
hand—he had lost his real one in an 
earlier fight—and it became the most 
revered relic of the legion. Faire Camer- 
one entered the French language as an 
idiom meaning to fight to the end. 

The legion bore the brunt of the 
fighting in Indochina in the late 1940s 
and 1950s, losing some 9,000 men there. 
It was thrown almost immediately into 
the war in Algeria and was—along with 
many other army units—determined not 
to lose there as well. When France gave 
up Algeria in 1961, the legion’s First 
Parachute Regiment joined in an at- 
tempted putsch; when it failed de Gaulle 
jailed the commander and disbanded the 
regiment, 

The rest of the legion swallowed its 
pride and carried its wooden hand from 
its place of honour in the crypte of the 
headquarters near Sidi-bel-Abbès in the 
Algerian Sahara to its new home in 
southern France. The legion may have 
shaken off its colonial past, but will 
never forget it. 
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When labours crown of laurels 
turns to poison ivy 


in the political wars of 1984 the American 
anion movement has been heaving about 
like a peevish dinosaur. It has played an 
unusually large part in the selection of the 
Jemocratic party’s nominee for president 
and will influence the contest for the 
White House right up to the end in 
November. But will labour’s ponderous 
endeavours finish by wrecking its own 
rause? 

In virtually ensuring Mr Walter Mon- 
jale’s nomination—or, as many would 
say, saving him from disaster—it has 
shown itself as a political force to be 
veckoned with at a time when signs of its 
Jecline abound. But the cost of achieving 
‘hat victory has been open confrontation 
with some of America’s popularly-held 
notions on economic progress. Bashing 
ihe future may be an unrewarding 
exercise. 

The labour leadership's hostility to- 
wards Senator Gary Hart, the self-pro- 
‘laimed bearer of “new ideas” for restor- 
ing America’s industrial supremacy, has 
been dictated by events. The AFL-CIO, 
the umbrella organisation covering two 
thirds of the country’s 20m unionised 
workers, took a big gamble when it decid- 
2d to support Mr. Mondale nine months 
before next month’s Democratic conven- 
tion. Its usual strategy is to throw its 
weight behind the party’s champion only 
after he has been nominated. This time, 





Mondale and Kirkland—too chummy for their own good? 


WASHINGTON, DC 


weakened by the recession of the early 
1980s, its dignity sapped by endless con- 
cessions to management, and threatened 
by America’s shift from a manufacturing 
to a service economy, the AFL-CIO 
sought to cut its way back into the deal for 
power by getting behind Mr Mondale 
from the start. 

Mr Hart, who could not by any means 
be called an enemy of the working man, 
was obliged to combat this partnership. 
He did so by assailing Mr Mondale as a 
prisoner of the unions. They were not 
pleased. The more desperate the Mon- 
dale-Hart struggle grew, the more the 
AFL-CIO’s articulate president, Mr Lane 
Kirkland, attacked Mr Hart. Reason flew 
out of the window. In the end Mr Kirk- 
land, an able and intelligent man, was 
telling election crowds that Mr Hart was 
as bad for the union movement as Presi- 
dent Reagan—quite a comparison in light 
of the unanimous portrayal of Mr Reagan 
by labour’s greyest eminences as the most 
anti-union president of their lifetime. 
Even in defeat Mr Hart is not forgiven. 
He is seen as an ungrateful turncoat (he 
received generous union financial help in 
past senate races). 

Other strains tore at union members 
during the Democratic primaries thanks 
to the entry of the Rev. Jesse Jackson. 
Nearly a third of members of unions 
affiliated to the AFL-CIO are black, a 


share much bigger than that of blacks in 
the overall Democratic electorate (20%) 
or in the population as a whole (11%). 
Many of them backed Mr Jackson. 

Though political prudence forbids Mr 
Kirkland to boast about it too loudly, 
labour did indeed rescue Mr Mondale— 
before he toughened up enough to rescue 
himself. Sterling assistance provided by 
labour’s troops in the south, notably in 
Alabama, enabled him to hang on when 
all seemed lost after Mr Hart’s dramatic 
early advances. Even more vigorous help 
underpinned his campaign when it 
reached the decisive battlegrounds of the 
industrial midwest and east. How many 
millions of dollars labour poured into the 
Mondale effort is not something the AFL- 
CIO cares to be precise about, but up toa 
third of the winning total of convention 
delegates now committed to Mr Mondale 
are thought to be union-linked. 

Labour also played a pivotal role in the 
celebrated Mondale organisation, 
through telephone banks, direct mailing, 
doorstepping and, in some instances, 
through more questionable methods (the 
Michigan caucuses which turned out to be 
a significant boost for Mr Mondale were 
in large part union-controlled). Rough 
calculations give Mr Mondale 44% of the 
union vote in the Democratic primaries, 
against 28% for Mr Hart and 18% for Mr 
Jackson. The margin looks less lopsided 
than Mr Kirkland would have hoped, but 
was an important factor in Mr Mondale’s 
victory. 

In roughing up Mr Hart, the labour 
leadership has inevitably heightened the 
one public fear it would most like to allay: 
that the union movement is a relic de- 
fending outdated blue-collar privileges 
associated with the smokestack era. As he 
questioned Labour's shibboleths, Mr 
Hart became identified with the high-tech 
economy. Labour has not yet resolved its 
attitude to high-tech. As Mr Kirkland 
likes to say, America’s union chiefs are 
not Luddites. Unashamedly protectionist 
and wary of free trade, they are none the 
less concerned more about organising the 
future than perpetuating the past. They 
can see the fall in membership in once 
mighty, still important unions in old man- 
ufacturing industries like steel, cars and 
chemicals; and they are purposefully en- 
gaged in building up newer unions in the 
service sector, particularly in health, food 
and public service. 

Still, they cannot find much good to say 
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about high-tech. In a recent AFL-CIO 
study called “The Future of Work”, high- 
tech is described as an oversold promise 
to a nation which ought to be thinking 
hard about maintaining and restoring ba- 
sic industry. In labour’s view, there are 
two things wrong with high-tech: it cre- 
ates fewer jobs than it destroys, and most 
of those it does create are relatively low 
paid. Unions have made little headway in 
computer-based industry, which is openly 
anti-union. Part of the charm of the 
sunbelt for high-tech companies is that 
the south and south-west have an anti- 
union culture. 

The Reagan administration’s lack of 
sympathy for organised labour has been 
fairly clear since Mr Reagan broke the air 
traffic controllers’ union early in his term. 
The administration's strong rapport with 
business leaves the impression that, like 
high-tech companies, it would just as 
soon see the working man’s problems left 


_ to a benevolent management to settle. 


None of that has created any particular 
rift between Mr Reagan and blue-collar 
whites, many of whom admire his liking 
for traditional (conservative) American 
values and his firm-jawed way of facing 
up to the Russians. 

Mr Reagan's economic attitudes do 
seem to have created a split, however, in 
labour’s ranks. The split opened during 
the recession when unemployment 
soared. It is far from mended now that 
recovery has brought the jobless rate 
down to a vastly improved 7.5%. Surpris- 
ingly, many workers who have managed 
to keep their well-paid jobs, especially 
those in the midwest's car industry, have 
turned against those who have lost theirs, 
apparently accepting Mr Reagan’s re- 
peated accusations that many of the “un- 
employed” are welfare cheats. Such a 
split is highly destructive to the AFL- 
CIO. 


All this strengthens the belief of many 
union leaders that Mr Reagan is just the 
puppet of the business bosses and stiffens 
their support for Mr Mondale. At this 
point, he would prefer to keep his dis- 
tance. His discomfort seems to have been 
sensed now by Mr Kirkland, who hints 
that he will not try to force the Democrat- 
ic champion to go into the election as a 
blatant trade protectionist. Labour, back- 
ing proposals for a national industrial 
policy which conflicts with America’s 
deepest free-market traditions, will cer- 
tainly make an impact on the Democratic 
presidential platform. But there are, Mr 
Kirkland allows, many issues in any plat- 
form that “are not cold black and white”. 

With a quarter of the 1984 battle won, 
labour is set to direct its blitz against Mr 
Reagan. In terms of organisation, this will 
help Mr Mondale. Labour’s electoral ma- 
chine is well oiled now. But one lesson of 
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this year is that it cannot deliver Ameri- 
can workers en masse, not even in the 
Democratic primaries. What it can do, 
and does rather well, is deliver money 
and campaign troops, trusting that they 
will make the difference. Mr Reagan won 
more than 45% of the blue-collar vote in 
his successful 1980 campaign. Labour's 
goal is to pull that back to 35%, which in 
past elections would be the normal Re- 
publican haul. 

In psychological terms, the labour lead- 
ership’s unstinting support could on the 
other hand be quite a burden for Mr 
Mondale. The numbers show that the vast 
majority of Americans have little to do 
with unions, and the economy is moving 
away from the rusty arenas where they 
have been strongest. It is unlikely that 
labour will be able, in the short time that 
remains before the election, to cast off 
the old-hat image which afflicts it. 


Reagan campaign 


Rolling 


WASHINGTON, OC 


Unlike Mr Mondale’s acrimonious scram- 
ble for the Democratic nomination, Presi- 
dent Reagan's procession towards the 
Republican coronation has been bump- 
free. Yet the lack of a serious primary 
opponent has not discouraged Mr Reagan 
from campaigning. By the time he is 
crowned at the convention in August, Mr 
Reagan’s organisation will have spent the 
full $20.2m allowed under federal elec- 
tion law to further his nomination as 
Republican standard-bearer. Another 
$6m will have gone to fund-raising and to 
meet the costs of complying with various 
regulations. 

The money was raised with speed and 


Statesman abroad, vote-winner at home 
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with ease. By the beginning of May the 
campaign had collected $16m; of thi 
$12m was raised by direct mail from sor 
280,000 supporters, including many disaff 
fected Democrats, and $4m_ throug 
fund-raising events. The federal govern 
ment, which matches individual contribu 
tions of $250 or under to primary candi 
dates, provided the remainder. 

No presidential contender has ever re 
ceived as much in pre-convention publia 
subsidies. Nor has any candidate had s¢ 
much money to spend in an uncontested 
primary campaign since congress passe@ 
the $1,000 limit on individual contribu 
tions 10 years ago. 

Mr Reagan’s only challenge has beer 
how to spend it all. Officials at Reagan- 
Bush "84 have devoted at least $4m to the 
operations of their national headquarters 
alone. Some 200 salaried employees, sup- 
ported by an equal number of unpaid 
volunteers, occupy about 30,000 squares 
feet of office space near Capitol Hill in 
Washington. Their quarters rival those off 
many posh law firms downtown. Mr Ed- 
ward Rollins, the campaign's political 
director, has an office there, as does the 
campaign’s chairman, Senator Paul Lax- 
alt of Nevada. 

The three floors of Reagan-Bush ‘84 
also house all the hardware of a state-of- 
the-art political operation. The campaign 
has installed some 1,000 telephones and a 
Wang word-processing system. From the 
communications department, pre-record- 
ed messages are fed daily to more than 
5,000 radio stations; “video feeds” are 
available, by satellite, to television sta- 
tions. A full-time computer consultant 
has been retained. 

Another $4m has been budgeted for 
old-fashioned campaigning, mostly by 
surrogates. When Mr Reagan himself 
takes to the hustings, the daily bill can 





¢ Mud among the tar heels 


A 

Highminded the campaign in North Car- 
olina is not. The mud-battle between 
Senator Jesse Helms, the courtly dirty- 
fighting high priest of the new right, and 
Governor James Hunt, who likes to 
think of himself as a hard-nosed pragma- 
tist, is growing ever nastier as the op- 
pressive summer heat descends on the 
state. And the mud is expensive: Mr 


Helms, a champion fund-raiser, is ex-~ 


pected to spend more than $10m; Mr 
Hunt at least $5m. 

Mr Hunt, aged 47 and the state’s well- 
liked governor since 1976, was consid- 
ered the Democrats’ best hope of wrest- 
ing the senate seat from Mr Helms, aged 
62, who has held it since 1972, Last year 
the polls showed Mr Hunt 20 points 
ahead but the gap has closed. A Gallup 
poll taken in mid-May showed Mr Helms 
leading 50% to Mr Hunt’s 46%; a poll 
taken by Mr Peter Hart for Mr Hunt in 
early June showed Mr Hunt leading 48% 
to 42%. It looks squeaky close. 

Mr Helms caught up with Mr Hunt 
mainly through a heavy advertising cam- 
paign, but also, it is suggested, because 
his filibuster in the senate against creat- 
ing a national holiday in memory of 
Martin Luther King appealed to the 
conservative-old-south in North Caroli- 
na. He portrays Mr Hunt as a spineless 
opportunist who vacillates on issues and 
has some funny friends: blacks and trade 
unionists. Mr Hunt is attacked, in Mr 





reach $50,000 (the government pays only 
for his secret service protection). Travel 
by the vice-president costs about half 
that, and for lesser sorts it is much less. 
Mr Bush has already visited more than 20 
states at the campaign’s expense; the 
president’s elder daughter, Maureen, has 
gone to at least 10. Some of Mr Reagan’s 
other stand-ins have included Mr Howard 
Baker, the senate majority leader, and 
Mr Donald Regan, the treasury secre- 
tary. The road-show has also included ex- 
baseball and football stars. 

The campaign is spending the remain- 
der evenly ón advertising, voter registra- 
tion and campaign operations in the 
states. A consortium of representatives 
from Madison Avenue, nicknamed “the 
Tuesday team”, has launched a series of 
uplifting, if mawkish, television commer- 
cials aimed at Mr Reagan’s main body of 
support, middle America. The advertise- 
ments, skilfully crafted, include lots of 
footage taken during the president’s visits 
to Europe and the Far East. 

The Republicans’ drive for new voters 
is decidedly non-traditional. They have 
forsaken sign-up tables in shopping plazas 
for computers and telephone banks. New 
technologies can concentrate resources 
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Helms’s campaign literature, for his ef- 
forts, together with those of Mr Jesse 
Jackson, to increase black registration 
(North Carolina is 20% black). An ad- 
vertisement lists trade unionists who 
have given money to Mr Hunt’s cam- 
paign: the voice-over then says, “You 
may not know where Jim Hunt stands, 
but at least you know who he stands 
with”. 

Mr Hunt is now hitting back no less 
hard. His television commercials ham- 
mer away at the theme that Mr Helms is 
ineffective as a legislator because he is 
isolated within his own party and unpop- 
ular with his colleagues. In fact this 
isolation may do Mr Helms no harm; his 
supporters suggest that it may even win 
him votes in a state inclined to suspect 
the goings-on in Washington. 

Mr Hunt shows that Mr Helms has 
even funnier friends than he has. One of 
his commercials flashes photographs of 







Hunt and Helms: just bad friends 





on those who are not registered but who 
are likely to be Reagan supporters. Mrs 
Helen Cameron, who heads the cam- 
paign’s voter-registration effort, says the 
party intends to spend $10m, or $5 
apiece, to recruit at least 2m new voters 
by election day. 

Mr Reagan’s objective has been to 
prepare for the real battle in the autumn. 
After the convention in Dallas, he and his 
opponent will each enjoy a $47m war- 
chest almost all paid for by the govern- 
ment. Having been fine-tuned ahead of 
time, Mr Reagan’s fighting machine will 
be off and running at the first 
opportunity. 


Illinois 


Through the 
looking-glass 


WASHINGTON, DC 


Question: where does the new right sup- 
port a liberal Democrat for senator 
against the incumbent Republican? An- 
swer: in Illinois, where Senator Charles 
Percy, aged 64, the unpowerful chairman 


some of Latin America’s least-liked and 
toughest men while Mr Hunt comments: 
“When you look at the friends Jesse 
Helms has around the world, it’s no 
wonder he’s made enemies for North 
Carolina in Washington”, Mr Hunt is 
hinting that the “enemies” are some of 
Mr Helms’s own senate colleagues who 
were angry when Mr Helms apparently 
released classified information about 
CIA help for Mr José Napoleon Duarte 
in the recent Salvadorean presidential 
election. (Mr Helms counters by saying 
that the information was all public. ) 

North Carolina’s voters may not care 
much about Washington but Mr Helms is 
vulnerable for his mismanagement of the 
senate agriculture committee and, above 
all though less fairly, for the fact that in 
1982 he bowed to Republican pressure 
and voted for the tax bill that included a 
doubling of the tax on cigarettes. Tobac- 
co is North Carolina’s largest cash crop 
and Mr Helms has been explaining that 
vote ever since: the tobacco industry says 
that cigarette sales declined 5% in 1983 
and attributes part of this fall to the tax. 

Mr Helms has persuaded Senator 
Howard Baker, from neighbouring Ten- 
nessee, to appear on some of his televi- 
sion commercials to explain to tobacco 
growers how much they owe to Mr 
Helms and his chairmanship of the agri- 
culture committee. People who worry 
about Mr Helms dropping that chair for 
the foreign relations committee may per- 
haps be reassured; whatever happens, it 
should be a little bit harder for Mr Helms 
to do so, after Mr Baker's kind words. 


of the powerful foreign relations commit- 
tee, is in danger of being unseated by 
Representative Paul Simon, aged 55, a 
congressman from Little Egypt, the 
southernmost tip of Illinois. The adminis- 
tration, anxious to keep the senate in 
Republican control, stands behind Mr 
Percy. But a number of leading conserva- 
tives, including Mr Richard Viguerie and 
Mr Paul Weyrich, have suggested that the 
senate would be safer for pure conserva- 
tism if a freshman Democrat, albeit cere- 
bral and left-of-centre, replaced a senior 
centre-right Republican. 

If a man is known by his friends, who is 
Mr Simon? He accepts conservatives call- 
ing him “a tight-fisted liberal”: he is 
mildly to the right on economic policy and 
mildly to the left on social and foreign 
policy (not unlike Senator Gary Hart, 
though Mr Simon sensibly avoided en- 
dorsing a presidential candidate this 
year). He co-sponsored the nuclear- 
freeze resolution, wants to create jobs 
through public-works programmes, and 
hammers away to improve education. He 
writes a weekly newsletter and has pub- 
lished several books. The latest, “The 
Glass House”, discusses political moral- 
ity; an earlier one scolded Americans for 
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AMERICAN SURVEY 
their feebleness with foreign languages. 
A thoughtful, pleasing man but no more 
likely than the decent Senator Percy to set 
Lake Michigan on fire. 

In a race as close as the one in Illinois 
(Mr Simon’s polls show a dead heat, Mr 
Percy’s show the senator about five points 
ahead) neither contestant can afford to be 
too fussy about his support. Mr Simon 
accepts that some conservatives are sup- 
porting him because they want to do 
down Mr Percy but argues that their 
criticism is based on the senator's incon- 
sistency—he has changed his mind on a 
lot of issues—rather than on his liberal- 
ism. Mr Simon did roughly reject a tenta- 
tive approach from Nicpac (the National 
Conservative Political Action Commit- 
tee), the most active of the far-right 
lobbies, which had been thinking of split- 
ting the Republican vote by running its 
own candidate. Since he was at the receiv- 
ing end of Nicpac attacks during his 1982 
re-election campaign, he is alive to the 
possibility that any such deal, however 
indirect, could backfire. 

Jewish support, though welcome, could 
also be dangerous. Mr Percy blacked his 
name with Jewish-American lobbies 
when he supported the sale of Awacs 
reconnaissance aircraft to Saudi Arabia in 
1981; he is also considered unsound by 
some Jewish groups for urging an Israeli- 
Palestinian settlement and for supporting 
the Reagan concept of a Palestinian state 
federated to Jordan. 

Mr Simon, the son of Lutheran mis- 
sionaries, opposed the sale of Awacs and 
is more hopeful than the more experi- 
enced Mr Percy that an Arab-Israeli 
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Percy stresses seniority 
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Simon treads a fine line 


peace will evolve without American prod- 
ding. He has to feel his way between 
accepting Jewish votes and money, which 
he naturally wants, and the danger of a 
“negative” Jewish campaign against Mr 
Percy, which he says he does not want. 
The promoter of some nasty commercials 
attacking Mr Percy during his primary 
campaign against Congressman Tom Cor- 
coran has been discouraged from repeat- 
ing these tactics in the autumn. 

The campaign, in name-calling Illinois, 
is unlikely to remain so high-minded. Mr 
Percy has been attacking Mr Simon in a 
fund-raising letter for “his extreme left- 
wing history” and for being “the darling” 
of rich far-left liberals such as Senator 
Edward Kennedy. Senator Percy nearly 
failed to win re-election in 1978 (his 
Opponent was the not very distinguished 
Mr Alex Seith, whom Mr Simon easily 
beat in this year’s primary) mainly be- 
cause he was a bit casual about campaign- 
ing downstate, which in Illinois means 
anywhere outside Chicago. He won, nar- 
rowly, with an emotional appeal, a lot of 
promises and a lot of money. This time he 
has conscientiously stumped his way 
through Illinois’s 102 counties, concern- 
ing himself with local issues. His strength 
is the clout he will carry in Washington as 
the second-ranking Republican in the 
senate, once Senators Baker and Tower 
have retired; his weakness is that though 
the electorate likes him well enough, he is 
not felt to be one of their own. 

In earlier elections Mr Percy got sub- 
stantial black support. This could now be 
whittled away by the stated determina- 
tion of Chicago's black mayor, Mr Harold 
Washington, not only to get President 
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Reagan out but also to get Mr Simon in. 
Mr Simon has clocked.up the rare distinc- 
tion of bringing together, very briefly, MJ 
Washington and his antagonist, Alder- 
man Edward Vrdolyak, the leader of ‘the 
Cook county Democratic party: the ten- 
sion between the city’s blacks and whites 
goes on. 

One intriguing campaign issue is, says 
Mr Simon, a non-issue. It has been point- 
ed out that should Mr Percy lose his seat, 
the chairmanship of the senate foreign 
relations committee would go to the Re- 
publican next in line. And, tremble all ye, 
that is none other than the far-right 
maverick, Senator Jesse Helms (see box 
on page 43). Nonsense, says Mr Simon, 
that is all much too iffy to worry about: it 
will happen only if, for instance, Mr 
Helms succeeds in holding his own seat in 
North Carolina; if, after that, he agrees to 
give up his chairmanship of the agricul- 
ture committee (only one chairmanship is 
allowed); and if the senate remains under 
Republican control. In any event, it is not 
an issue that will greatly stir Illinois’s 
voters one way or the other: most of them 
are far more concerned about interest 
rates, jobs and, the burning local issue, 
the price of natural gas. 


Nato 
More please 





WASHINGTON, DC 


“Shape up or ship out time for Nato”, 
said Senator Sam Nunn, meaning that if 
the European allies did not start paying 
their share, America should pull some of 
its soldiers out of Europe. The Georgian 
senator, who is the senior Democrat on 
the armed services committee, proposed 
an amendment to this effect as the senate 
this week slogged its way through its $291 
billion defence authorisation bill. After a 
difficult debate on Wednesday, the sena- 
tors compromised, putting aside Senator 
Nunn’s threat but passing on a clear signal 
of American dissatisfaction and the mes- 
sage that Nato cannot present a credible 
conventional defence unless the Europe- 
ans contribute more. By a large majority 
they voted to send no more troops to 
Europe than are there at present and to 
extract from the administration an annual 
report of the allies’ record in meeting 
their commitments. 

When Mr Nunn presented his amend- 
ment he had not expected it to get 
through: all he wanted, he said, was to 
focus attention on the danger of reducing 
Nato’s conventional strength to a degree 
that made it dependent on nuclear weap- 
ons. But once the amendment was intro- 
duced, it began to catch fire. The admin- 
istration, alarmed, embarked on 
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eavyweight lobbying. Mr Reagan, his” 
ecretary of state, Mr Shultz, and his 
kcretary of defence, Mr Weinberger, all 
e separate appeals to Republican 
enators to vote against the amendment. 

They argued, first, that it would cause 
isarray among the allies when the de- 
ployment of intermediate nuclear weap- 
Ons was still a priority and, second, dis- 
“unity would encourage the Soviet Union = 













and Europe. Européan leaders chimed in 
_ with agitated telephone calls. In the end, 
_ the senators responded to these pleas. 
Mr Nunn had delivered his ultimatum 
orrow not in anger. A loyal supporter 
the Nato alliance, he strongly opposed 
Senator Mike Mansfield’s efforts in the 
















American troops in Europe. His amend- 
_ ment was not, he said, intended as black- 
‘mail: it was an attempt to prod the 
European allies into carrying out their 
commitment to improve Nato’s conven- 
tional defences. 
The Nato allies agreed in the late 1970s 
to try to increase defence spending in 
each country by 3% a year in real terms. 
This is a slippery measurement but, ac- 
cording to department of defence esti- 
mates, the average European increase in 
1984 will be 1.2-1.7%. America, by con- 
trast, has done more than its bit. Mr 
Nunn proposed that, unless the Europe- 
ans reached the Nato target of a 3% 
increase in 1986-88, America should re- 
duce jts troop ceiling of 326;414 men by . 
30,000 men in each of the three years. 
Alternatively, said Mr Nunn, the Euro- 
_peans:could win merit points by (1): in- 
_ creasing their conventional defences, (2) 
: adding to the central stockpile of conven- 
tional munitions, and (3) providing more 
facilities for American tactical aircraft. - 
Each of these commitments, if carried out 
to an agreed and certified level, would 
carry an annual rebate of 10,000 Ameri- 
cans; thus, if all three were fulfilled, no 
troops Would be withdrawn. 7 
Senator Nunn argued that the reluctance 
of the Europeans to stump up to improve 
conventional defence suggested that they 
were prepared to settle for a nuclear 
tripwire. If that were correct, he said, the 
United States should adjust its own com- 
mitments: it could provide a nuclear trip- 
wire with far fewer conventional troops 
than are at present stationed in Europe. 
However, Mr Nunn’s bluff is too easily 
called. No sane European seriously wants 
to-shorten the time before Nato, attacked 
by conventional forces, feels compelled 
to resort to nuclear weapons. Nor does 
any sane American. However impatient 
the Americans may be with their Europe- 
an allies, they will not express this impa- 
¿tience in a manner that cuts into the 
threshold of nuclear war. 
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_ to try to drive a wedge between America 


to reduce unilaterally the level of © 


Reader’s Digest 
Editor's dyspepsia 


It is, according to the chairman of the 
company, Mr George Grune, “the great- 
est force for good in the world”. Perhaps. 
Certainly the Reader’s Digest is one of 
the staples of American life. For genera- 
tions, middle-class Americans have lived 
on its diet. of distilled wisdom, anti-com- 
munism and practical advice—everything 
from such articles as “I am Jo’s thymus”, 
explaining how various parts of the body 
work, to homespun humour, warnings 
_about the KGB and tips on how to bring 
p children successfully. It was the Read- 
igest that originally sent John Gun- 
various voyages. of discovery 
continents, to report back on 
_ complex events in simple, understandable 
terms. The. company’s singular “con- 




























Mr Mortimer Zuckerman says he is look- 
rd to spending more of his time 
i ing the mind. Having made a for- 

tune nurturing real estate, he moved into 
publishing in 1981 with the purchase of 
the Atlantic and the Atlantic Monthly 
Press, Now he has bought US News & 
World Report, a solid, unflashy weekly 
magazine with a circulation of 2.1m 
among mostly conservative readers in 
the midwest and the sunbelt. For this he 
is paying $193.5m, 60 times 1983 earn- 
ings of $3,2m. 

US News, which ranks third in news- 
magazine circulation behind Time 
(4.6m) and Newsweek (3m), is owned by 
its employees, some 20 of whom are 
becoming millionaires through the sale. 
The company chauffeur stands to get at 
least $400,000. Big bucks for them, may- 
be, but small change for Mr Zuckerman. 
In Washington alone, his Boston Proper- 
ties has nearly 5m square feet built or 
under development, including a joint 
venture with US News for two office 
buildings, a hotel and a condominium. 

Mr Zuckerman plans to be a “hands- 
on” publisher—which he has not been at 
the Atlantic: at least he has not inter- 
fered editorially. He will liven up the 
graphic design of US News, and expand 
the coverage of business and social is- 
sues. As owner of the magazine, Mr 
Zuckerman, who is a close friend of 
Senator Edward Kennedy and a recent 
backer of Senator Gary Hart for the 
Democratic presidential nomination, 
feels “it is inappropriate . .. to be in- 
volved in any political campaign or 
party”, 

Nevertheless, Mr Zuckerman, who 
travels by private jet between his homes 















_ From real estate to fourth estate 


densed books” brought lite 
millions of American homes at z 
prices. Now 41 international 
the magazine in 17 language 
13m foreigners to the 18m monthly sub= 
scribers in the United | ots fade 
But at the headquarters 

Digest Association, in th 
named town of Pleasan 
all is not. well. 



















. the magazine i 


Village in 192. 
are now gone 
last month at the age of 
successors are squabbling. The 
struggle, according to the few details that 
have leaked out of the Reader's Digest’s 
secret precincts, includes. intrigue worthy. 
of the court of the Medicis, and it is still. 
not entirely clear who will come out on 
top.or what the implications will be for: 
the magazine’s future. | 
- Itis known, however, that in the month 
before Mrs Wallace died, two of the top 























BOSTON ` 


in Boston, New York, Washington and - 
Easthampton, Long Island; has become 
an influential figure in national politics 
overnight. For the past three. years’ he 
could only: bask in the glory. of ownin, 
the distinguished but financially troubled 
Atlantic, whose fame rests more o 
literary reputation than its poli i 
erage. Mr Zuckerman has already put 
lot into the Atlantic. He has hired Mr 
William “Whiteworth from the New 
Yorker, and spent generously to drum 
up circulation and advertising. The pub- 
lication in December, 1981, of Mr David: | 
Stockman’s cynical reflections about: | 
Reaganomics brought the Atlantic price- | 
less publicity, and helped push circula- | 
tion up 35% to 436,000.. Advertising: 
revenues have quadrupled, though the 
magazine is not expected to break even 
until 1986, if then. 

Mr Zuckerman alienated some mem- 
bers of the Boston literary and social set 
when he. dismissed the Atlantic's. editor, 
Mr Robert Manning. There was more 
tut-tutting when he stopped payments on. 
the $3.6m purchase price forthe. Atlan- -f> 
tic, saying that its financial state had f 
been misrepresented to him. The dispute- 
is the subject of a lawsuit. Recently he 
hired Mr Harold Evans, the former edi- | 
tor of the London Sunday Times, to 
become editor-in-chief of the Atlantic © 
Monthly Press, and there is speculation f 
that Mr Evans may go to US News. In 
any event, Mr Zuckerman seems certain © 
to play an increasingly prominent part in 
American ‘publishing. He is, for in- 
stance, one- of the backers of the Wash- ` 
ington Weekly, a newspaper whose first 
issue appeared this week. All nurturing 
the mind. 
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tives, the editor in chief, Mr Ed- 
ird Thompson, and the president, Mr 





more important, to renounce their roles 
_as trustées of the Wallace trust, whose job 
is to ensure not only that the associdtion’s 
financial house is in order but also that 
othe Reader’s Digest remains true to its 
“ founders’ principles. Just why they were 
removed has not been publicly explained, 
but one factor that may have contributed 
was the recent publication of an- article 
that probably offended’ the magazine’s 
most prominent subscriber; Mr Ronald 
Reagan. Written by Mr Carl Rowan, a 
well known Washington journalist, the 
article was entitled, “Mr President, this 
isn’t Russia”, and criticised the Reagan 
administration's efforts to submit the fu- 
türe memoirs and speeches of govern- 
ment officials to a sort of censorship. 
Other speculation centres on the maga- 
<o zipe's mixed: financial performance in 
recent years, with advertising revenue 
< badly affected by the recession and by a 
trend towards publications with a narrow- 
er focus. ; i i 
Mr Thompson and Mr O'Hara have 
“been replaced in their jobs, but new 
trustees have not yet been selected. One 
of the men who will play a key role in the 
decisions to be taken is Mr Laurance 
Rockefeller, a prominent conservationist 
‘and former chairman of the Rockefeller 
Brothers Fund. Another is Mr Albert 
Cole, a former business manager of the 
company who is 89 years old. Mr Cole has 
already predicted that the Reader's Di- 
~ gest will emerge from the. unseemly 
shake-up. as “a magazine dramatically 
different from before and closer to what 
Mr Wallace would have wanted”. 


Cafeteria benefits 
Zebra is off 


Why should.some workers have benefits 
thrust upon them, such as expensive hos- 
= pital insurance, which they may neither 
“want nor need? The answer began to be 
“heard in 1978 when employers. started 
“offering “cafeteria” benefits. If he liked, 
an employee could choose a cheaper form 
of health insurance, or none, and take his 
pick among other non-taxable benefits, 
such as.help with legal fees or child-care 
costs or with deductibles, the amount an 
insured person must pay before the health 
‘insurance companies shoulder his bill. 
Money for uncovered health expenses, 
such as dental care, has also proved 
popular. — : "Se 

The legal basis. for this new turn was 
provided by a section of the 1978. Internal 
Revenue Code, which allowed companies 
to offer a variety of benefits to their 
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John O'Hara, were forced to resign and, 


Any American, dressed in his best, rel- 
. ishes being told he looks like a million 
dollars. The 700 members of the Ameri- 
can Olympics team in Los Angeles next 
month can boast, during the games, that 

* they look like $50m. Et 
That is the sum Levi Strauss has allo- 
cated to one of the biggest promotional 
splashes in this advertising-saturated 
event. It is the company’s largest. good- 
will expenditure since it was founded 134 
years ago in San Francisco to make 


No wonder they’re smiling 


employees. The cost is either defrayed 
entirely by the employers, who may set 
aside a certain sum for each of their 
workers, or by the employees themselves, 
who agree to accept a lower salary, and 
thus reduce their tax bills. If they have no 
need to draw on their accounts, the 
money may be returned (and, at least in 
theory, be subject to tax) or may be rolled 
over into the succeeding year. 

About 200 firms, most of them large 
ones, offer such plans and some of them 
are extremely generous, with a maximum 
of $12,500 a year. In Mendocino, Califor- 
nia, even the school system offers. “stay 
well” accounts, with the money reverting 
to the teacher when he or she leaves, if it 
has not been drawn to pay doctors and 
hospitals. 

Many employers are finding that the 
schemes are reducing the cost of provid- 
ing health insurance. The Mendocino 
schools estimate that they have saved 
about $250,000 during the past four years. 
Employees who realise that it is their own 
money that they are spending often tend 
to look after their own sore throats. and 
make do with out-patient treatment in- 
stead of embarking on costly hospital 
care, 

Too good to be true? Well, maybe, The 


“Baggy bottom line 
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work-clothes. for, gold-miners. Levi 
Strauss, as official. outfitters. for. the 
games, will furnish all the clothing need- 
ed by the American: athletes. for their 


“entire stay in Los Angeles, and by all the 
Olympic staff; it will provide everything 


butthe actual competition uniform worn 
by contenders during their events—some 
600,000 items. of clothing. 

All this lavish advertising is supposed 
to have some beneficial consequences in 
the company’s ledgers, for the outfits to 
be seen on television, worn by judges, 
officials; hosts, ushers and even parking- 
lot attendants, as well as by the athletes, 
will be on sale across the country. “We 
think it will be money well spent”, said 
Mr..Robert Haas, executive vice-presi- 
dent and. great, great grand-nephew of. 
the company’s founder, Levi Strauss. . 

The accounts could stand some im- 
provement. The company announced 
this week that its profits in the second 
quarter fell 85%; in the first half of its 
fiscal year they have fallen 78%. Over 
the next year it will be closing 11 plants 
employing 3,200 people in different parts 
of the country. 

It could not.all be laid to the high value 


- of the dollar and to the drop in jeans : 


sales in Brazil, the second-largest jeans 
market in the world. One reason given 
for the poor results was—not surprising- 
ly—-the high cost of advertising. 


Internal Revenue Service suspects tha 
the schemes, however beneficial, ma) 
soon be costing the federal governmen 
billions of dollars and has announced tha 
it will soon be issuing strict regulations te 
contain the cost. The first to go wil 
probably be the so-called zebra account 
(zero-balance reimbursement accounts) 
which allow participants simply to send it 
a bill for covered benefits. They are pait 
in pretax dollars and the amount is de 
ducted from future pay cheques. Now thi 
recipients are likely to be assessed taxe 
and interest on sums received during th 
past three years. The IRS also. want 
workers to be required to fix in advance 
how much they will need during th 
coming year; if they do not use it, the 
will lose it. It will also seek proof that th 
schemes are not discriminatory, with bet 
ter-paid employees getting more out c 
them than ordinary people. 

Hearings on the new regulations will b 
held next month and many employers wi 
be there to.object to them. They prefer 
compromise put forward by Congressma 
Barber Conable; this. would allow limite 
amounts of an employee's salary: to b 
earmarked: for a “flexible spending a 
count’ and would allow amounts not use 


to be carried forward into the next year. 
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Ask Westpac. 


Australia's 
world bank. 
























Westpac is your world bank for 
action in international banking. 

We're the largest banking 
and financial services group in 
Australia with assets in excess 
of US$30 billion and over165 
years of experience. 

To be one of the world’s 
leading banks, means we have to 
innovate a little more. 


And be a little more imaginative 


than most international banks. 

This, together with a unique 
‘tailored’ approach to 
financing, has produced 
results. 

As agent bank, we 
presently rank 10th in 
the world. (Euromoney 
Magazine.) 

In project finance, Westpac 
has, over the past eighteen mohths, 
managed loans in excess of US$20 
billion. 

In fact Westpac is the leader in 
syndicated lending in Australia. 

Major undertakings such as 
the Dampier to Perth Natural Gas 
Pipeline at A$1,200 million. 

The Kooragang Coal Loader 
in Newcastle, New South Wales at 
A$350 million. 

The Argyle Diamond Project 
in Western Australia for US$235 
million. 


We'd like to help with your 
project finance needs. 

Especially if you do business 
in Australia, New Zealand and the 
Western Pacific. 

This is the fastest-growing 
area in the world, with an annual 
growth rate of more than 5% per 
annum over the past ten years. 

A dynamic region where 
Westpac has first-hand knowledge 
and experience. 

Westpac offers a complete 
range of international banking 
services including loans in local and 


foreign currencies, foreign 
exchange lines, multi-currency 
finance facilities, forfaiting and 
bid and performance bonds, 
interest rate and currency 
swaps. 

With offices in 20 countries 
linked by advanced satellite 
communications, we. are 

constantly monitoring economic 
trends, market movements and 
currency fluctuations. 
So if you want help with 
innovative project, corporate, 
trade financing or forex in 
the world’s major capital 
markets ~ Ask Westpac, 
your world bank. 
London; Telephone 
(01) 626 4500. 
New York; Telephone (212) 949 9830. 
Hong Kong; Telephone 521 3191. 
Singapore; Telephone 533 8673. 

Sydney (Head Office}; 
Telephone (02) 233 0500. 

Also in Bahrain (Manama, 
Beijing, Chicago, Frankfurt, 
Houston, Jakarta, Manila, 
Melbourne, Port Moresby, Suva, 
Seoul, San Francisco, Tarawa, Tokyo, 
Vila, Wellington. 


Westpac 
Australias world bank. 


MMP ORSGC O&M 





Sngapore. lites 
s 5 D 
First Class 





ossol Caviar. Dom Lerignon, 4 





Total assets: 1/5 10 
Su > frar 277 


Capital and reserves: 
Head Office: 


i 


Worldwide network: 
Europe: Lond 


North America: 


A 


Latin America: 


ra 


Middle East: A 
Far East: [ok 


Australia: 
Africa: 


E ras ae 
STIE * 





= 


“Investment Advice? Definitely UBS.” 


And rightly so. To meet the needs of 
a wide range of potential investors 
private, corporate or governmental 
takes a major bank 


A bank with long-standing inter 
national experience and tradition in 
investments. Backed up by a team of 
specialists who analyse and evaluate 


all there is to know about risks and 
prospects, market trends and port 
folio management 


Talk to us and discover for yourself 
how UBS can help you reach your 
investment objectives 

International banking is our business 
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From picket to riot 


Arthur Scargill organised a riot, joined 
the front line, and got a bloody nose of his 
own, Pity about our Arthur. 

That, for many people, sums up the 
nasty crack on the head that the leader of 
the National Union of Mineworkers ac- 
quired, in unclarified circumstances, dur- 
ing Monday's battle between police and 
pickets outside the Orgreave coke plant 
near Sheffield. Accident or serve-him- 
right, Mr Scargill’s wound was just one 
item in scenes of violence that shocked 
parliament and the nation—and, it was 
said, Buckingham Palace too. 

The baiting of police on Monday by 
several thousand picketing miners got far 
out of hand, with a formidable armoury 
of impromptu weapons added to the usual 
oaths and fists. The police in turn let 
themselves be provoked, in front of the 
television cameras. Policemen being hu- 
man, it would be surprising if they had 
not. 

The police have for three months now 
been required to keep the peace in the 
face of provocation that extended at Or- 
greave to bombardment with half-bricks. 
They have seldom been allowed to use 
their powers of arrest and have had no 
help whatever from the new laws that give 
employers the right to seek civil injunc- 
tions, and maybe damages, against the 
organisers of “secondary pickets” (which 
this picket clearly was). These laws were 
devised by Mrs Thatcher's government 
specifically against the eventuality that 
has now come to pass—that workers 
might turn out in strength to blockade a 
workplace not their own. The National 
Coal Board has obtained one injunction 
to stop them, but has not asked the courts 
to enforce it. The British Steel Corpora- 
tion, target of the Orgreave onslaught, 
- has not asked for the protection the law 
entitles it to claim. 

Instead policemen have been employed 
to outnumber and overpower pickets at 
mines and steelworks. They have done 
well. The home secretary, Mr Leon Brit- 
tan, has repeatedly seemed to say that the 
situation as a whole was therefore all 
right. But it could not last and it has not. 


Sooner or later it was inevitable that a 
picket line would be more numerous than 
the police sent to contain it, and would 
use violence that the police could not be 
expected to go on taking without hitting 
back. This is indeed what happened at 
Orgreave. 

Ministers, even now, are pretendng 
that this is not their affair. Police chiefs, 
they say, decide on criminal prosecutions 
and employers on civil proceedings. That 
is humbug. Ministers have to answer for 
some police actions in the house of com- 
mons, and the government owns the 
nationalised industries. Only on Tuesday, 
after the Orgreave violence had inevita- 
bly come, did the home secretary say he 
“would not stand in the way” of the 
nationalised industries if they wished to 
take civil proceedings. 

This mealy-mouthed statement came a 
bit late. The government had hoped that 
miners, protected by policemen, would 
drift back to work faster than they have. 
It also hoped that, given time, the public 
would see the rightness of the case against 
Mr Scargill and his appeal for even more 
massive coal subsidies. But this too has 
not happened: a Mori poll shows wide- 
spread (if minority) support for the strik- 
ing miners’ case. 

The government still thinks that, with 
50,000 miners now at work, and more 
drifting back (even in Scotland, now), 
coal stocks could rise during the summer. 
But others feel that a settlement is be- 
coming more urgent. The Queen herself 
has let it be known she hates to see her 
subjects fight each other. The Labour 
party knows that the spectacle of battling 
trade unionists harms its image, so would 
the government kindly lean on Mr Mac- 
Gregor. In contrast, Dr David Owen 
wants the civil law at last to be used. 
Many backbench Tories, including some 
of the wets, want not merely use of the 
civil law but criminal charges against 
miners’ leaders for conspiracy to act 
against the law. 

The danger, as all along, is that legal 
action against miners could push other 
trade unionists reluctantly into Mr Scar- 





Poor old Arthur 


gill’s camp, where the talk around the fire 
is not so much of industrial as of political 
victory. Would it happen? The steel 
workers are exceedingly unhappy about 
the miners’ new attempt to blockade their 
industry. Just after The Economist went 
to press they were due to decide whether 
to give the miners effective support, or go 
on as they have done, trying to keep the 
furnaces going while vaguely expressing 
solidarity. y 

In the last resort, asked to decide to 
launch an all-out political strike, the solid 
heart of the trade-union movement would 
probably say no. It would be tough, and 
at first the strike would spread (starting 
with parts of the railway system). But it 
would not last. That is the case, now, for 
implementing the civil law and ending the 
humbug that has led to violence. The case 
for letting the police use their powers 
more vigorously against the people who 
do, or openly incite, violence is even 
stronger. 


Police 
Too many guns 





There was less reported crime in London 
in 1983. The two most common groups of 
offences were theft, mainly from motor 
cars (down 6% to 353,000) and burglary 
(down 4% to 153,600). Robberies, too, 
went down by 4%: robberies in which the 
assailant carried firearms went down by 
25% to 1,333. Unfortunately the propor- 
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Dangerous toys _ 
Recorded offences using firearms 
England and Wales, 1982" 





2 Source: Home Office 


tion of crimes cleared up remained practi- 
cally unchanged (17% of thefts, 9% ‘of 
burglaries), But good news is good news, 
and will be gratefully received by the 
metropolitan police commissioner, Sir 
Kenneth Newman, whose report for 1983 
gives the figures. Perhaps Sir Kenneth is 
lucky as well as intelligent. E 

The commissioner is rightly concerned 

above all with his force’s relations with 
the public, upon whose respect for the 
law his ‘success depends. His innovation 
has been to admit that the police have 
sometimes got things wrong in the past, 
and can learn from bad experience. For 
example, in the extreme case, he de- 
_ Scribes the all-but fatal shooting by mis- 
take of the unarmed and inoffensive Mr 
Steven Waldorf: “Professionalism, de- 
clared policy and training failed; it was an 
error of judgment of the most grave 
dimensions”. The policemen who did the 
shooting were acquitted by a jury, but the 
metropolitan police are taking steps to 
see that such things do not happen again. 
But they do happen. Last week police 
shot and injured two men found in suspi- 
cious circumstances in a London post 
office. Both turned out to be unarmed. 
Whatever the courts or any inquiry may 
find, this incident was clearly less disas- 
-trous than the Waldorf affair. But it was 
just as wounding to the injured, and 
damaging to the reputation of the police. 
_ The commissioner emphasises in his 
_Teport that training in the use of guns, and 
- discipline over their. actual use; is to be 
Strengthened. But that is not the point. 
Guns are dangerous whoever carries 
them. Shooting unarmed criminals may 
even give other criminals a greater incen- 
tive to go armed. 

The way to reduce the use of weapons 
is not to arm any police except where it is 
absolutely unavoidable, as for diplomatic 
protection; even there army specialists 
could often be put under police authority 
| for the emergency. The chart, certainly, 
shows an alarming increase in the use’ of 
guns by criminals over the ten years from 
1972. But it also shows that most guns 
used are in fact non-lethal airguns and 
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imitation weapons. The number of deaths 
caused by the criminal use of all firearms 
in 1982 was just 46, for all England and 
Wales. It would be tragic if policemen, 
because they too are armed, added to that 
total. 


Building societies 
Freer to compete 


Britain’s building society chiefs will be 
happy men when. they leave for their 
holidays in August. The government's 
green paper on the future of these curious 
Victorian relics, due out towards the end 
of next month, is likely to advocate many 
of the changes which the societies’ own 
association asked for last February. 

The green paper will recommend that 
societies be allowed to put a small, speci- 
fied proportion of their non-liquid assets 
into second mortgage lending and unse- 
cured personal loans, and to offer cheque 
guarantee cards (with the backing ‘of an 
indemnity rather than an overdraft facili- 
ty). The societies will also be explicitly 
given power (in theory, they have it 
already) to take equity stakes in joint 
companies set up with other building 
societies or with banks to offer services 
such as cash dispensers. The stake will 
have to be commensurate with the use 
each society expects its members to make 
of the services, and if the new company 
offers some services which are beyond the 
societies’ legal powers, the society should 
not finance that part of its activities. 

The societies have been lobbying to be 
allowed to offer a wider range of ser- 
vices—conveyancing, surveying and es- 
tate agency, for instance—and to use 
their branch networks more efficiently by 
collecting payments for other organisa- 
tions (rates or gas bills, for instance). This 
part of the green paper is likely to be 
greener than the rest. Whitehall is happy 
to see the societies extend into convey- 
ancing (a power they are likely to receive 
under the government proposals that re- 
placed Mr Austin Mitchell’s Housebuyers 


agents. Similarly, Whitehall is more rg- 
..laxed about allowing the societies to c 
lect payments for rates than, say, to sell 
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Stocks and shares. 
‘The changes. would extend a trend 


_ already visible among the building societ- 
_ oles. They. have been becoming less 
- “friendly”, more aggressive, more com- 


petitive. The interest-rate cartel has 
gone, although only in the past couple of 
months have the societies begun to take 


- advantage of their new freedom. There 


have been more joint ventures: for exam- 
ple, the Bank of Scotland and the Alli- 
ance Building Society this. year invented 
an account combining the high interest 
offered by a building society with the 
convenience of a cheque book’and credit 
card, But the new lending powers will 
give the societies more freedom to com- 
pete directly with the banks, and the 
second mortgage facility will enable exist- 
ing mortgagors who want an additional 
loan to shop around with other building 
societies for the money. At the moment, 
if their own building society refuses a top- 
up, Ownet-occupiers have to turn to the 
banks. 

In the longer run, the changes will 
sharpen competition in financial ser- 
vices—maybe in estate agency, surveying 
and conveyancing, too—and will proba- 
bly lead to: more joint ventures. Many of 
the societies are still very small, and most 
are already squeezing about as much out 
of their scarce management resources as 
they can. So doing new things together 
will look more attractive than doing them 
alone. That in turn may help to smooth 
the path for more building society amal- 
gamations which the changes will encour- 
age. It is already hard to compete with the 
big societies; it will be harder still when 
they can offer umpteen services that a 
small society cannot. 


Surrogate mothers 


Happy families 


Some people get babies for free, Un- 
screened and untrained for their parent- 
hood, they just go ahead and conceive. 
To the discerning baby, surrogate moth- 
erhood might look a safer bet—although 
the Warnock committee, shortly to report 
to the secretary of state for social ser- 
vices, is said to want it to ‘be banned, at 
least. where arranged by commercial 
agencies. The surrogate’ mother is put 


‘through a thorough medical check-up 


before she conceives. The baby ends up 
with parents who must want it-very, very 
much: they pay for it, sometimes to the 








Yet more trouble at the Observer, and 
this time serious. At a meeting on Tues- 
day of the directors of Britain's second- 
largest = pe Sunday paper, Mr Tiny 
Rowland, chairman of Lonrho, majority 
owner of the paper, effectively told them 
that he wanted to be rid of its editor, Mr 
Donald Trelford, and to have more con- 
trol over its management. Otherwise he 
would close the Observer down. 

Under the terms forced on Mr Row- 
land when he bought the Observer three 
years ago, such action would require the 
approval of the five independent direc- 
tors. When asked by one of the indepen- 
dent directors why he would not sell the 
paper, Mr Rowland is reported to have 
said this was a private decision of the 
Lonrho board. Closure, which has been 
threatened by the end of the year, would 
cost Lonrho at least £5m in redundancy 
payments. 

In April, Mr Rowland waded into an 
extraordinary public fight with Mr Trel- 
ford over the latter’s coverage of Zimba- 
bwe. Mr Rowland has close contacts 
with Zimbabwe's president, Mr Robert 
Mugabe, and took exception to an article 
on Matabeleland by Mr Trelford. The 
Tow was apparently patched up after an 
exchange of letters, but Mr Rowland has 
been embarrassed by continuing criti- 
cism in Zimbabwe government circles of 
his laxity towards Mr Trelford. 

On most papers, Mr Rowland would 
merely sack the editor—hence the signif- 
icance of the independent directors’ right 
of veto. Mr Rowland has abused them as 
plastic gnomes and their fees have been 


cut from £4,000 a year to £1,000. Mr | 


Rowland added that they might find this 
too degrading to accept. He had previ- 
ously said he would withdraw Lonrho 
money from the paper—it has cost him 
some £8m over three years—and order 
his subsidiary companies to withdraw 
any advertising. 

In April this year, he also decided to 
intervene personally in the paper's in- 
dustrial relations—a quicksand normally 
avoided by Fleet Street proprietors. The 
intervention, against the advice of the 
Paper's management, has been estimat- 
ed, though Lonrho denies the figure, to 
cost £1m in a full year. Since this is only 
just short of the annual budgeted loss to 
September, the paper's managers are 
understandably piqued. Conspiracy 
theorists on the paper are now asking 
themselves whether Mr Rowland could 
wish to weaken it commercially, to rein- 
force his case for a change of editor and 
management as well as removal of the 
independent directors. Nonsense, says 
Lonrho, 

Certainly Mr Rowland does not make 
his subordinates’ task easier. -His dis- 
agreement with Mr Trelford was broad- 
cast to the world. During that dispute, 


Master bites dog | 


the commercial managers—and their 
competitors—could have read an inter- 
view in the Financial Times in which 
their boss, as reported, also told the 
world that in the past Lonrho had had to 
insist that its operating companies sup- 
port (trade jargon for advertise in) the 
Observer “often against the advice of 
their own advertising managers”. Plus 
the observation that “we must have an 
effective team with some commercial 
grasp”. 

Mr Rowland’s interventions have 
been bizarre even by the standards of 
Fleet Street proprietorship. The catalyst 
was a demand to meet him, backed by a 
threat of a strike, from one of the 
industry's more colourful personalities, 
Mr Pat Phelan, head of the Observer's 





Tiny tots up the losses 


57-strong machine minders’ chapel. The 
chapel is notionally part of the National 
Graphical Association, but operates an 
essentially autonomous fraternity among 
the machine minders of Fleet Street. The 
deal which Mr Phelan secured from Mr 
Rowland in his Cheapside office on 
April 3rd was an extra 50p per hour, or 
£7.50 per 15-hour Saturday “shift” (of 
which only 4-5 hours are normally 
worked). Pay per worker for the whole 
shift thus rose to £121.50. 

Mr Phelan maintained that Mr Row- 
land also conceded a freezing of the thus 
improved differential for Mr Phelan’s 
minders compared with their fellow 
members of the NGA in the composing 
room. This concession is certainly in- 
cluded in the management minute of the 
agreement. This was a revival of a viru- 
lent form of dispute which almost shut 
the paper in 1978 and again in 1981. For 
Mr Phelan it was a major coup, an 
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upsetting of Fleet Street’s most delicate 
machinery—the craft differential struc- 
ture. In return, Mr Phelan promised he 
would not again threaten to disrupt pro- 
duction—a likely tale. 

Since the alteration in differentials was 
a breach of long-standing house agree- 
ments, the Observer's in-house manage- 
ment, under Mr Roger Harrison, 
promptly received claims to restore the 
previous differentials from its other cha- 
pels. These included the process work- 
ers, the engineers, the machine assistants 
and, inevitably, the compositors. In a 
furious note, Mr Harrison demanded of 
Mr Rowland’s representative at the Ob- 
server, Mr Terry Robinson, “would you 
please let me know what you would like 
the management to do?” 

He pointed out that the paper would 
doubtless be stopped if the claims were 
not met. If they were, all other staff at 
the paper would lodge equivalent claims. 
This knock-on cost was confidentially 
estimated as totalling £532,862, excluding 
any claim from the journalists. Mr Harri- 
son also pointed out that, if these knock- 
on claims were conceded, the machine 
minders would in turn appeal to their deal 
with Mr Rowland for “further uplift”. 


The claims were conceded, and on- 


Saturday, May 26th, Mr Phelan duly 
made his demand for uplift, refusing to 
Start the presses until it was met. The 
paper did not appear—at a further cost 
to the company of £400,000. Mr Row- 
land's reaction was anger at not having 
been given the opportunity by Mr Harri- 
son to talk to Mr Phelan personally. On 
May 29th, the paper’s executives met Mr 
Rowland and discussed various options, 
including closure and reopening outside 
London with non-union labour. Much of 
the time was spent by Mr Rowland 
attacking individual editorial contribu- 
tors, including Mr Conor Cruise O’Brien 
and Mr William Keegan. He suggested 
he would reopen the paper only if he 
could get rid of the five independent 
directors and exert more direct editorial 
control. Mr Harrison was given no in- 
structions on how to conduct relations 
with Mr Phelan. 

The next thing the Observer manage- 
ment heard was a telephone call from Mr 
Phelan in a pub, with settlement terms 
he had just privately agreed with Mr 
Rowland. It was dressed up as a deferred 
meal break and meant an extra £140,000 
a year for his minders. The compositors 
in turn demanded to see Mr Rowland, 
who awarded them the retention of sev- 
en jobs due to go in a new technology 
agreement. The second round of leap- 
frog was under way. The estimated cost 
of the new demands, which are still 
pouring in, is likely to be another 
£500,000 a year. 

When Mr Rowland was recently talk- 
ing of selling the paper to Mr Robert 
Maxwell, he referred to it as a “gilded 
cage”’. In recent weeks, he has been the 
master gilder. 










E 





‘husband of an infertile woman 
pregnates a fertile one, who hands the 
ver to the couple at birth. 

‘As. above, but the husband eschews 
tery by using artificial insemination. 
A couple conceives a child by the in 
o (“test tube”) method, but the wom- 
annot carry the child, so it is implant- 
t the womb of another woman who, 
ain, hands the child over at birth. 

All three arrangements share the draw- 
back that the woman who has carried the 
child for nine months-—and is, in the first 
o: cases, its genetic mother—does not 
eep it; this can be psychologically dam- 
aging. Grave complications would follow 


rants to keep the child—or if the couple 
decide they did not want the child after’ 
all, as has happened at least once when 
the baby was born handicapped. 
= > For all these reasons, surrogate moth- 
- erhood is deeply unsatisfactory. But so is 
_ unwanted childlessness. Adoption, which 
sed to be the first step for childless 
couples, is increasingly difficult, since 
legitimacy i is no longer taboo and abor- 
tion more readily available. In 1983, there 
were only 4,000 adoptions in Britain, 
mce adoptions by one:.of the natural 
rents are ruled out. Of those, under 
If were of children one year old or less. 
By contrast, in 1968, there were 15,000 
adoptions by strangers, and around three 
quarters of them involved babies. The 
sponse of the adoption agencies has 
en, rightly, to encourage childless cou- 
ples to adopt. older and often handi- 
capped children who need homes. 
Surrogate motherhood may not take 
off in a big way, if methods of fertility 
treatment improve. Jn vitro fertilisation—— 
where conception takes place in the lab- 
oratory.and the embryo is reimplanted in 
the womb—costs infertile couples about 
£3,000 if it works first. time, compared 
th perhaps £13,000 for a surrogate 
mother. It is also perhaps more. satisfac- 
tory, since both of the people who plan to 
bring the baby up are its natural parents. 
But the technique is still at'an early stage 
and showing an overall success rate of 
only around 11%. 
_ A ban on surrogate mothethood may in 
any case be unnecessary; the arrange- 
ment has yet to be tested under. British 
adoption laws. Because private place- 
-oments are illegal, adoption of the resul- 
‘tant child would have to be approved ina 
court. Under the 1958 adoption act, it is 
illegal for any financial payment to be 
made “in consideration of an adoption”. 
_ It remains to be seen whether a payment 
a woman for conceiving and/or. carry- 
g achild would be interpreted this way. 









the natural mother were to decide she ` 













































The biggest victor in Britain's Euro-elec- 
tions. was positive abstention. At 32%, 
turnout was fractionally up on five years 
ago. But fora small rise in votingin Greater 


„London and the metropolitan counties, for 


reasons unconnected with the European 
parliament, it would have dropped... 

The votes cast gave a Tory lead over 
Labour of 4.2%, just a little better for 
Mrs Thatcher than recent by-elections or 
last month’s Jocal elections. Labour won 
15 seats: five in north-west England, 
three each in Scotland, Greater London 
and the west Midlands. In the north 
Midlands, Labour lost Nottingham 
through boundary change but made up by 
taking Derbyshire and East Staffordshire; 
elsewhere not a seat changed hands. 

Our table shows some changes in vot- 
ing both since the last European elections 
in 1979 and since last year’s Westminster 
election. Some of the regional variation is 
a reflection of what has been happening 
already: thus Labour saw a smaller-than- 
average swing in its favour in Scotland 
since last June, but mainly because it did 
so well there then. But Labour did nota- 
bly well in Greater London and the six 
metropolitan counties threatened with 
the loss of their elected councils. This 
may partly reflect a systematic urban- 
rural pattern in voting, but the. slightly 
higher turnout suggests that the interest 
of voters (or at any rate of local Labour 
activists) may have been awakened by the , 
threat of abolition. 

There is some sign of a dairy farmers’ 
revolt against milk quotas; the Tory vote 
fell more, and the alliance’s less, in the 
“agricultural west” than in rural seats 
generally. 

In Northern Ireland, not covered by 
our figures, Mr Ian Paisley scored a 
personal triumph. No less significant, and 
a good deal more hopeful for the future, 
was the walloping the SDLP candidate, 
Mr John Hume, gave to Sinn Fein (who 
also did very badly in the Irish republic). 
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Back i in. Britain, an outstanding person- 
al. victory came in the Highlands and... 
Islands, where Mrs. Winifred Ewing. 
pushed: the nationalist vote up from: 
21.7% “last ‘year. to 38.4%. There was 
another clear personal vote for Mrs Bar- 
bara Castle, who switched seats to Great- 
er Manchester, West. arid. bettered the 
normal swing to. Labour by about 5%. No 
sitting: Tory: MEP did quite as well, but 
eight appear, on a comparison of move- 
ments in) votes in their seats with like 
seats; to have scored around 3% above 
par: Robert Battersby (Humberside), 
Richard Cottrell (Bristol), David Currie 
(Essex NE), Basil de Ferranti (Hamp- 
shire Central), Alasdair Hutton (South of 
Scotland), Lord: O'Hagan (Devon), Sir 
Henry Plumb (Cotswolds) and Amédée : 
Turner (Suffolk). Several of these are 
among the best known British names in 
the European parliament, evidence that 
in this sort of election people are more | 
prepared to vote for a well-known candi- ` 
date. The only Alliance candidate to` 
improve on the 1983 share of the vote was . 
a former Westminster MP, Mr Tom Ellis, | 
in North Wales. j 

The failure of the Liberal/Social Demo- 
cratic alliance to find more known figures 
as candidates may be one reason why it 
dropped so badly from the 26:1% it 
scored last June, to 19.5% this time. In 
the six by-elections so far this parliament 
the alliance has improved on last June’s 


-vote by 10%. 


‘ Alliance leaders,, looking for, Euro- 
excuses, suggested that the two bigger 
parties were better able to bring out their 
committed voters in these low turnout 
elections, and that the alliance’s pro- 
European stance cost it support. Neither 
explanation fits the figures particularly” 
well. In 1979, the Liberal party fought on 
a more explicitly. European federalist 
platform than the SDP allowed it to this 
time; yet.its vote dropped only 1.6% on 
the preceding general election: And Mr 


The Euro-votes 
Change in party % share of vote ; 
Since 1979f Since. 1983tt 

Con Lab USD@ Nat Con Lab. -= LSD Nat 
Great Britain ~98 +49 + 6.4. — -28 +63. -66 — 
Scotland ~ 8.0 +7.7 +145 ~-15 ~2.7 + 56°. -9.0 +6.2 
Wales ~11.2 +3.0 +78 +05 -§.700° +70. -58 +4.4 
Greater London ~-12.1 +47 + 65 — LSA 44119" [68  — 
Metropolitan -10.9 +54 +57 — 228° ATOZ m72 O — 

counties - ; l 

Agricultural west?- 9.9 -05 +108 + 0.1 “BQ + BS. HA AA 
Rest of England: ee A l 
North 6 +36 +67 — Seget BA H60 1 
Midlands & South — 78 +14 +67 —- =13 4.75. 6.2 “en 





"Ten most agricultural counties in west of Ei land and in Wales.. Two Walsh constituencies appear in both these HES Sand | 
those for Wales. fEuro-election, aminan election. @ Liberals only in 1979." "pur 


TRE ECANOMICT w INE oa tana 





Tom Ellis, though a Social Democrat, is 
n enthusiastic federalist. 
4 Although the Alliance slumped, all the 
Yer minor parties improved on their 
83 score. The SNP recovered the 
ground it had lost between 1979 and 1983 
-to push the Alliance into fourth place in 
Scotland; Plaid Cymru’s 12.2% ‘of the 
Welsh vote was, just, its best-ever. The 
Ecology party’s average of 2.7% was 
distinctly better than its Westminster 
election performance. 








‘The mourning after 


«No question who was doing the smiling 
after the European election results: Mr 
Neil Kinnock, and with good. reason. 
Labour’s 36:5% share of the poll was 
more than four points behind the Tories’ 
40.8% , but it was still 8.2% up on last 
June’s general election figures. And these 
are early days:in Mr Kinnock’s Labour 
reconstruction programme. 
Mr.-Kinnock’s rivals had a dreadful 
week. The Conservatives had suffered 





Pym’s Number 10 


After the Conservatives’ drubbing at 
Portsmouth and losses in the Euro-elec- 
tions, serialisation by the Sunday Times 
‘of a book by Mr Francis Pym should be 
the least of Mrs Thatcher’s troubles. Yet 
it has been interpreted as the start of a 
Great Tory Revolt. Not very likely. 

The trouble with sxtcessive “wet” 
challenges to Mrs Thatcher has been 
their wetness. Mr Pym is picking up a 
fight abandoned by Mr Edward Heath, 
Mr Norman St John-Stevas and Sir Jan 
Gilmour. He will almost certainly stag- 
ger bloody from the field to make way 
for Mr James Prior—if Mr Prior can be 
bothered. 

Like his predecessors, Mr Pym has 
already been worsted by Mrs Thatcher in 
office, and is thus vulnerable to the 
charge of sour grapes. He was not a 
successful defence secretary. He vigor- 

- ously backed the service chiefs against 
the treasury, but injected none of the 
intellectual or organisational radicalism 
of his successors, Mr (now Sir) John Nott. 
‘sand Mr Michael Heseltine. Mrs Thatcher 
_ moved-him as a result, gave him the 
‘leadership of the commons (where he 
did well enough) and only made him 
foreign secretary during the Falklands 
war when Lord Carrington's resignation 
“Aeft her little choice. She finally sacked 
“him last year. Though widely liked, he is 
not regarded as a successful executive 
minister and would command little sup- 
port from fellow MPs in any leadership 
contest. 
Mr Pym’s main complaint against Mrs 
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the humiliation of losing the parliamenta- 
ry by-election at Portsmouth South to the 
alliance on a 14% ‘swing, the Labour vote 
having held relatively stable while Tories 
deserted in droves to 4 popular local 
Social Democrat candidate, Mr Mike 
Hancock: Then the alliance, chortling 
over that success, was kicked in the teeth 
by the Euro-voters. 

Portsmouth South seemed to vindicate 
Dr David Owen’s strategy of leaving 
Labour to its own devices and attacking 


the Tory vote. Mr David Steel rashly. 


claimed it showed that “the alliance is the 
principal effective:opposition to the gov- 
ernment”. Thursday nights exit polls 
from the Euro-voting should already have 
warned him, and by the time the last 
results were announced on Monday, it 
was plain he had been talking through his 
hat: 19.5% -of the vote for the alliarice 
(versus 26.1% last June), no seats at all 
and far fewer even of the honourable 
second places that it had confidently 
expected. Indeed, in most constituencies 
in the south of England where the alliance 
is now the natural second party, there was 
actually a swing back from it to the 


Thatcher is the hardly novel one that she 
keeps wanting to get her own way and 
interferes too much in the work of subor- 
dinate departments. This is unlikely to 
get the voters marching on Downing 
Street—indeed, these are precisely the 
qualities the public most admires in her 
and which achieved many of the things 
Mr Pym praises her for. 

Mr Pym may get more response to the 
equally familiar complaint that Mrs 


` Pym makes a more plausible prosecutin, 





Conservatives as against June last yea 

The election result led to an u 
standable outburst. of anger from 
alliance against Britain's first-past 
post electoral system. Dr Owen thre: 
ened to get other Europeans to fo 
Britain into the change of system that 
will not make of its own accord: Yet, 
if he could do it for Euro- “voting; which h 
cannot, first-past-the-post-is the name o 
the game at Westminster, and on thi 
form the alliance has no chance of v 
ning it. A Mori poll after the Ei 
elections suggested it had lost supp rt 
exactly equal shares ‘tothe: two. 
parties. Whatever the siréns of Por 
mouth may say, alliance hopes must 
increasingly on a hung parliament a 
coalition; a slim hope:and not an 
tive one to offer the’ electorate. fo 
next four years. 

None the less, it was Conservati! 
central office which saw the harshes 
mortem. The new and hard-press 
chairman, Mr John Gummer, fende: 
suggestions of resignation’ by po 
out, fairly enough, that the governm 
had actually won most seats in the Eu 



































Thatcher has deserted the true mek 
moderate Toryism, which: is abo 

passion towards those in 
cern for the nation as a whole 
charges undoubtedly strike: a 
the post-Portsmouth Tory party, and Mi 












counsel than did Mr Heath. But it is one 
thing to list complaints, another to: put 
forward a coherent. alternative... Mrs 
Thatcher talks dry but most often acts 
wet. Critics such as Mr-Pym are reduced 
to disliking her style and sppeating 
ae) ampitions for her job. ; 














































































ner government in Europe. Portsmouth 
th was less easy to explain away, as 


urban areas. In London, Labour won a 
% increase in its poll, its highest gain 


ending abolition of the Greater Lon- 
‘ouncil plainly helped Labour. The 
licy was supposedly an election-winner 


ear. ek te 
Conservative old-timers feel that since 
r Cecil Parkinson’s departure central 


airman with rather more gravitas than 
y-44-and-looks-14 Mr Gummer, and 

cially one more capable of telling Mrs 
atcher what is unacceptable to an in- 
reasingly demoralised party in the coun- 
y. Mr Gummer has been trying to 
ouble the job with a junior post in the 
ployment ministry, This arrangement 
nlikely to survive the summer. But the 
irmanship is an unpaid post. How is 
- Gummer to keep his young family in 
ad and shoes? The days of grandees 
ing the Conservative party from their 
untry estates are over. Mr Gummer’s 



































yer upwards 


nemployment is worrying the govern- 
ent more than it used to, and quite right 
too. Next month’s seasonally adjusted 
tal will almost certainly be yet another 
est-ever. For three years now, output 
been recovering but, as figures this 
eek showed, jobs in manufacturing are 
melting like snow in summer, and the 
iber of jobs in services has. only fairly 
ecently begun to recover. Last year, as 
Manpower Services Commission. re- 


et 150,000 new jobs. But these figures 
onceal a continued shift in the character 
mployment: most of them were self- 
ployed (notoriously hard to count ac- 
ately), while 120,000 jobs for men and 
000 full-time jobs for.women disap- 
red and 200,000 part-time jobs for 
men were created. 





been out of work for 12 months or 
re, and the largest number of them, in 
olute numbers, is in the south-east of 
gland-—heartland of the Conservative 
te. Demography is still running hard 
ainst the government. Over the next 
ee years, the labour supply is expected 
yw by about 120,000 a year, and it 





p might tempt a lot more “‘discour- 


ction and had done better than any Pe 
` as the: government's poor ‘showing in- 


he country. Here the government's: 


ffice has lost its touch. They want a party - 


ded this week, the economy generated | 


There are now almost 1.2m people who 


go on rising by around 100,000 a year 
hat. Moreover, any real signs of a” 












aged” workers back into the market 
It is now generally accepted that jobs 





are easier to lose than to retrieve: Earlier: 


recessions saw cutbacks: this one has seen 


closures; What makes ministers tear their. 


hair, though, is the sight of real earnings 
rising inexorably as the jobs dwindle. 
They were up again last month—by 73% 
over a year before, almost three percent- 
age points more than the current inflation 
rate. Why does it happen? Arecompanies 
buying the acquiescence of their core.of 
workers to cuts in jobs elsewhere? It 
certainly casts some doubt on the idea 
that there is a rate of unemployment at 
which inflation will stabilise—unless that 
rate goes up, ratchet-like, from year to 
year, 

Whatever the explanation, ministers 
still regard workers as pricing themselves 
(or others) out of work. The chancellor of 
the exchequer, Mr Nigel Lawson in his 
Mais lecture at the City University busi- 
ness school in London last week, pointed 
out that, over the past 10 years, the 
workers. of western Europe have seen 
their real earnings rise by an eighth, while 
those in America have accepted a small 
cut in real earnings. In the past decade, 
10m new jobs have been created in the 
United States: none in Europe. 

Certainly the jobs which have been 
growing are those where the workers 
come relatively cheap. Part-time women 
cost, hour for hour, two thirds as much as 
men, And last year there seems to have 
been a recovery in youth unemployment 
which may well have been related to the 
large fall—of three percentage points—in 
the pay of young people relative to adults 
in 1982-83. 

The thing to watch over the next few 
months will be whether unemployment 
emerges again as an important public 


issue. Mr Lawson, in his speech, made an 
“interesting distinction between macro- 


economic policy (to conquer inflation) 
and microeconomic policy (to promote 


. growth and employment). But it is not 


easy to imagine any cunning micro- 
wheezes which could knock more than a 
few hundred thousand off the numbers of 
people out of work. 


“Women at work 


A servant : 
of two masters 


Masters Kestor and Barnaby Holmes 
should be walking tall this week-—at least 
as tall as boys aged eight and two can. 
They have got the home office rattled lest 
Whitehall’s supposed policy of opening 
up more jobs to part-timers may have to 
be taken seriously. 


_ Mrs T has done. 





office’s immigration and nationality de- „A 
partment. On June 12th, the employment f 
appeals tribunal ruled that her employer's 
refusal to allow her to work part-time for 
a corresponding cut in pay was indirect 
discrimination under the 1975 Sex. Dis- 
crimination act. ; 

Employers may be discriminating indi- 
rectly. if they impose conditions on a 
workforce which one ‘sex has more diffi- 
culty in complying with than the other. 
The home office’s insistence on full-time 
work was just such a. discrimination, 
claimed Ms Holmes: because women con- 
tinue to bear the brunt of family responsi- 
bilities, they have a greater need for part- 
time work than men. 

Ms Holmes’s case. was special for two 
reasons. First, her family circumstances: . 
to prove discrimination, she had to show 
that the offending condition did her 
harm. That was not too difficult: a single 
parent, she could not both work full-time 
and look after her sons properly. 

She also had to show that the condition 
was-unjustified. The home office would 
have won if it had produced good reasons 
why part-time working was impossible in 
her job. It could not do so. Ms Holmes 
works in a group of four executive officers 
who process applications from people 
wishing to. extend their stay in Britain. i 
Each case takes something between 15 
minutes and half a morning, with very 
little overspill from one day to the next, 
and not much of a personal touch re- 
quired (foreigners, you have been 
warned). In 1971 and again in 1982, 
committees reviewing opportunities- for 
women in the civil service have singled 
out this kind of case-work as an ideal area 
for experimenting with more part-timers. 

Yet the appeal tribunal’s decision could 
have broader consequences. It made it 
clear that an employer could not justify a 
discriminatory condition merely by show- 
ing it was convenient, discrimination. 
would have to be shown to be necessary. 
Part-time work by women may have to be 
allowed even if it involves re-organisation 
and the employment of extra staff.. 

The civil service review conimittees 
reckoned that both formal job-sharing 
and looser part-time. working arrange- 
ments should bring more advantages than 
drawbacks. Last February the cabinet 
office produced a “programme of action” 
to. goad departments into taking aboard 
the recomendations of the 1982 report. 
On June 8th, the prime minister proudly 
trotted out the main points of this pro- 
gramme in a written parliamentary an- i 
swer. But most departments continue to 
drag their feet. Young Kestor and Bar- 
naby may get them moving faster than 
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There is a paradox at the heart of the public 
view of State education—especially com- 
prehensive education. 

On the one hand, there is a general 
feeling of discontent and unease about the 
achievements of the State schools. On the 
other, people who actually have children in 
them seem to be satisfied, even pleased, 
with what is happening to their particular 
children in their particular school. And in 
many cases these contradictory emotions 
must co-exist in the same breast. 

Why should this be? 

My theory is that an important 
factor in the creation of this paradox is the 
poor quality of schooling too often 
available in the metropolis. It is London 
where the establishment, the media, the 
opinion formers and the rest of the 
nationally influential live and move and 
have their being, and perhaps send their 
children to school — though not infrequently 
buying their way out of the State system for 
which they are largely responsible. And it is 
from London that most of the horror 
stories of poor results, breakdown of 
discipline, obtrusively politicised teachers, 
etc, etc, flow to cause uneasiness. 

But it’s not like that in the real 
England. 

PRIDE OF THE COMMUNITY | 

In the shires, the market towns, the 
provinces generally, schools at all levels are 
largely orderly, happy communities of 
children and adults, learning, playing and 
working together. Artistic and sporting 
activities go on and develop and flourish to 
be the pride of the community. Young 
people pass their O levels and A levels and 
CSE’s, go to university or polytechnic, take 
apprenticeships, get jobs, join YTS 
schemes. In between, they paint the old 
folks’ home, do sponsored runs for charity, 


by Brian Tyler 


play football, go disco dancing. When the 
local authority cannot or will not afford 
money for computers or a swimming pool, 
the parents all do their bit, the local 
shopkeepers and small businessmen write 
their cheques for £50 or £100, or give TV 
sets to be raffled. 

Anyway, it’s certainly like that in the 
Corby of my experience. 

Of course, there are things unique to 
Corby that help. To begin with, Corby has 
the important advantage of its large 
Scottish population, now largely second 
and third generation. There is no doubt 
that the traditional Scottish respect for 
education is an important element in the 
serious attitude of both children and 
parents towards schools and schooling. 


RICH DIVERSITY 


Secondly, for a biggish town, Corby 
has remarkably retained a ‘village’ atmos- 
phere. Indeed, it is somewhat like an 
agglomeration of four or five small villages, 
each served by its cluster of infant, junior 
and secondary schools. Each set of schools 
has developed its characteristic ethos, 
ranging from the traditional academic to 
the liberal progressive, to give the eclectic 
parent a range of distinctive choices. And 
because of the ‘urbs in rure’ intimacy of the 
town, all of the schools are confident, have 
high morale and cooperate well. 


Thirdly, Corby’s schools are part of 
the rich diversity of all the schools in its 
county of Northampton. In this rich 
diversity there are little village primaries 
like Cottingham, with three teachers and 
60 children; and showpiece infant and 
junior schools—brilliantly innovative and 
progressive—like Danesholm in Corby. 
There are 40 or so secondary schools in 
Northamptonshire, many of them achiev- 
ing exam results that far exceed the 















Brian Tyler, a self-styled ‘late developer’, left 
school at 16. He served in the RAF and the 
City before equipping himself with a Cert Ed 
at a Leicester College. During his first 
teaching job he read for a part-time degree 
course at London Untversity, and took a First 
in English Literature. Brian Tyler was 
appointed Headmaster of Corby’s Kingswood 
School in 1979. A modern comprehensive for 
1,000 pupils in the 11 to 18 age range, 
Kingswood was the subject of a recent BBC2 


series, 


national averages, some boasting individual 
activities that have won fame beyond their 
county’s boundary —such as the Beanfield 
Corby Brass Band and the world-famous 


space tracking station operated by 
Kettering boys. 
ROUND THE CORNER 


Finally, and back to Corby, its 
secondary schools are not bedevilled by the 
drift of middle class children away to the 
independent sector. Thus, the comprehen- 
siveness that derives from the mix of social 
classes remains intact, to the benefit of all 
the children. 


There are illustrious public schools 
on Corby’s doorstep — Uppingham, Oundle 
—and there are some quite respectable 
independents such as Kimbolton and 
Wellingborough, all of which drum up 
their clientele from all over the Kingdom. 

But Corby locals send their kids to 
the State school round the corner 
—doubtless because they are satisfied with 
what they get there. 

Which brings me back to the point 
from which I began. 


This article is number five of a series. They will 
be published together as a brochure entitled 
The Ecorbyist. 

Copies will be available from Corby 
Industrial Development Centre, Douglas 
House, Queens Square, Corby, Northants. 


















“Now thee is hotel T ar 
for perfecti ists in pl Mam 


: ALBUQUERQUE. CHICAGO. FIL, HONG KONG. KUALA LUMPUR, MANILA, MELBOURNE, 
NEW YORK. PUERTO RICO, SYDNEY, WASHINGTON D.C. 


WASHINGTON D.C. 202-429-0100, TELEX 904282; HONG KONG 3-663361; 
TOKYO 03-211-4541; AUSTRALIA TOLL FREE 008-222-008. 






When you have taken 
off to work abroad you 
an't afford to leave 
your savings up in the air. 


: ~ Working abroad usually means earning more money. It should 

also mean paying less tax. But how can you prevent your hard 

: gamed money from flying outof the window ~ or your 

pension taking a nose-dive ~ when you come home 

to the waiting taxman? 

j We are specialists with over 85 years experi- 
ence of advising expatriates; So we can help you to 

tninimise or avoid any liability to U.K. tax, 

< We.canalso help you arrange your investmenisto “ 

make the most.ofyour expatriate status - and to have something 

' substantial to look forward to when you andbackinthe U.K. 

>i Togetthebestoutof your high-flying expatriate income, just 

Sendoffthe coupon, We'llsend youa copy cf our booklet “The 

` British Expatriate’ and full details of our tax and investment 
services. 


































Head Office Crescent House, Crescent Road, Worthing, 
< Sussex BNL URN, England. Tel: Worthing (0! Any 
36229/4/8. Telex No: 87614. Answerback: FRYLT 
Offices in London and Exeter. 








cent House, Crescent Road, Worthing, EC 23/6/84 


Ple ye send me more details sí of your personal tax and investment services, 
together with my free copy of The British Expatriate’ 
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An extraordinary hotel with turn- ‘ok: the-century 
charms and modem-day comfort, 
beautifully located among the mountains 
and lakes of the Engadine Valley 


Summer season from June 8th to Oct. 20th 


Marvellous possibilities for hiking and excursions - 
Renowned cuisine and wine cellar - Orchestra - 
Indoor swimming pool - Children’s nursery - 

1 indoor and 3 outdoor tennis courts with trainer ~ 
10 miles from golf course - 
Garage facilities for 80 cars 





HOTEL WALDHAUS 
CH-7514 SILS-MARIA (Engadine / Switzerland) 
Personnaly managed by the owners 
R. Kienberger, F. Dietrich & Family 
Phone: 01041-82-45 331 - Tx. 74 444 
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NEW YORK’S 


HOTEL 
CARLYLE 


Accommodations 
for transient and resi- 
dential occupancy. The 
centre of New York's 
museum, gallery and 
auction world. Conve- 
nient to bus and shop- 
ping. Three superb 
restaurants. 

Madison Avenue at 76th St. 
New Yo k, N: Y. 10021 





Cable: THE CARLYLE, New York 
Jot Telex: 620692 
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‘Small stockbrokers wanting to slow 
the pace of change on the London 
Stock Exchange voted their leader, 

-Jeremy Lewis, and two others on to 


|. the exchange’s ruling council. Lewis ~ 


- outpolled the exchange’s chairman, 
licholas Goodison. 


John Reed will succeed Walter 
< Wriston as chairman of Citicorp. He 
‘is now head of the consumer 
banking and electronics division, 
“suggesting the world’s biggest bank 
will continue to expand its consumer 
financial network. Where will the 
disappointed candidates go? 


Finance ministers from 11 Latin 
American countries gathered in 
Cartagena, Colombia, under the 
shadow of the impasse between 
Argentina and the IMF. They are 
trying to form a debtors’ club. 


Ina change of tactics, Britain's 
government suggested employers 


might call down the full wrath of the 


law on striking miners. The police 
continued to make cavalry charges 
against rioting pickets. 


; London's financial futures exchange 
‘launched the first United States 

. treasury bond futures contract 
outside America. Some $200m- 





offered to buy Marc Rich’s 50% 
stake in Twentieth Century-Fox. 
But federal courts still refuse to let 
Marc Rich assets be sold. 


To stop a run onthe New Zealand 


dollar, prime minister Robert 


Muldoon had to promise not to 
devalue “in the immediate future” 
(until after next month's election?). 


shang 


Avon, the cosmetics company, said 


itis selling top jewellers Tiffany's. 


Sweden tapped the Euromarkets for 
$3 billion to refinance part of its 





Commission ruled t 
imports were ham 


producers, Ke 


close two thirds o! 


division. 


engineering arm of 


Belgian Schneider grot 
was pessimistic al 


business. 


Chrysler will buy a 5% stake in 


Maserati, Italy's sports carmaker, to 
get its hands on more European 


sports cars, sales of which 


are 





booming in America. 
foreign debt—the second big loan it mai 


<= | 300m of Treasury bonds are traded 
has raised there in two months. 


‘daily in London. ORE RE ES 
Economic and financial indicators 
are on pages 93-94, 


“Oil tycoon Marvin Davis said he has After America’s International Trade 





‘Corporate scorecard 


Company Period 


Fuji Photo Film The Japanese photographic multinational, which has 70% of 


Japanese market for film, was hit by rising costs. 

The flag carrier of Bahrain, Qatar, Oman and the UAE maki 
money flying expatriate manual workers to and from the G 
The Dutch national airline needs to plough its profits back into. 
buying new aircraft. ; es 
The world’s biggest clothes maker said it will close down 1 
factories’ it-wants to cut capacity by 10%: now: the fashion f 
denim has faded. So 
The British company, which makes $1m-magnets for. bod 
scanners, has. turned round its Ametican subsidiary; but y 
health authorities be able to afford such pricey equipment? 


The British company is trying to transform itself from a commodity. 
trader into a diversified raw-materials group. E 

Foreigners’ favourite Japanese electronics group hopes to make 
a pro it of more than $260m this year--nearly back 

peak. ; 


| KEM 


<e Levi Strauss 


Oxford instruments V Mar 25 


SEW Beristord H Mar 31 





-Sony H Apr 30 


Victor Company of fet ; : oe 
Japan — i 2 YMat 20. Of JVC's increase in profits, 84% came from currency 


on local currency figures. t profit. i 



























New Zealand 
£100,000,000 103 per cent. Notes 1989 ee, ee = | 
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Amro International Limited Bank of Tokyo International Limited | 
: Banque Paribas Barclays Bank Group ë ` 
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At best the outlook for jobs is 
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bad, at worst it’s awful 


The best of world economic recovery is 
-just about over. Unemployment will soon 
touch bottom in America. In western 
Europe—where one person in 10 is job- 
“less in West Germany and France, one ‘in 
eight in Britain, Belgium and Italy, and 
one in six in Holland—unemployment 
_ will stay high or keep rising. 
_ No matter how the forecasts* pub- 
lished this week by the Paris-based 
_ OECD—a grouping of 24 mainly rich, 
“Mainly industrial countries—are cut, they 
are grim. Economic recovery used to 
mean falling unemployment. Ít seems it 
no longer does. Anybody who hoped that 
America’s economic recovery would 
shorten dole queues in other industrial 
countries has cause to be dejected. 

-By the end of 1985, the OECD fore- 
casts, economic growth in America will 
have slowed from its present rate of 
around 6% a year to around 23% a year. 
Slower growth will mean that American 
unemployment ‘sticks at 7-74% of the 
labour force; meanwhile, American infla- 
tion may speed up to more than 5% a 
year. In Europe, the: OECD thinks: that 
output at the end of 1985 will be growing 
no faster than it is now, inflation will be 
only a little lower, and unemployment 
even higher. All this, if the world’s lucky. 
The forecasts show how feeble the 
¿Western economic recovery remains. 
They also highlight the social and political 
dangers of a pattern of growth which has 
begun to restore company profits and 
‘industrial output, But offers no sign of an 
‘end to mass unemployment. 

_“*Economic Outlook, No 35”. The Organisa- 
tion for Economic Co-operation and 
Development, °°; 
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Though the OECD's economists ex- 
pect America’s recovery to slow, for the 
moment it is at a gallop, America’s real 
gnp increased at an annual rate of 5.7% in 
the second quarter of 1984, according to 
this week’s “flash estimate”. Little sign 
there of the slowdown suggested by re- 
cent figures for retail sales ` and 
housebuilding. 

When the slower pace arrives it won't 
be thanks to fiscal policy in America, 
which remains stubbornly expansionary. 
In 1985, America’s combined federal, 
state and local government budget deficit 
is expected to increase by 0.6% of gdp to 
3.7% of gdp. This estimate assumes that 
Mr Reagan’s “downpayment” of deficit- 
reducing measures, worth around $25 
billion in 1985, will be delivered by con- 
gress. The recorded budget deficit would 
be even higher, almost 5% of gdp, if the 
pension-fund surpluses of state and local 
governments were treated, as they are in 
most other countries, as private-sector 
rather than public-sector savings. 

If the Federal Reserve keeps America’s 
monetary policies tight, the rising deficit 
seems likely to hold interest rates at least 
at their present level. It may push them 
higher. As a result, the OECD's forecast- 
ers expect the growth in American invest- 
ment to fall from 134% (in volume terms) 
in 1984 to only 23% in 1985: more than 
enough to offset the federal government’s 
growing contribution to demand. Ameri- 
can companies are now more vulnerable 
than ever to high interest rates, because 
they have relied heavily on borrowing to 
pay for their investments over the past 18 
months. The ratio of debt to equity in the 
corporate sector’s balance sheet is now 
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1985. Second, as 
up, Americans maj 
order to protect the 
wealth. That ‘will me 
consumer spending. eee 

Western Europe’s economic reci 
has so far been much weaker than Ai 
ca’s. Fiscal policies have stayed tigh 
have been made tighter) as governm 
have struggled to cut their budget defi 

If these policies are continued, 
OECD’s forecasters think that Euro 
growth rates by the end of 1985 will be 
much the same as they are now: 3% 
year in West Germany, 2% in Bri 
3% in Italy, 2% in France. i 

But unlike in America, where a sharp 
fall in the rate of investment is expec te 
investment prospects in Europe seem 
good. Lower nominal interest rates ai 
moderate increases in labour costs shou 
raise profits, and hence the cash availab 
for investment. Europe will need to sper 
more on plant and equipment to mak: 
for slower growth in.consumer spend 

The boost that rapidly falling infla 
rates have given to European consu 
tion is now on the wane. oe 

How can growth rates of 2-3% a ye 

“modest but sustainable” in: t 
cians’ jargon—fail to cut unemp’ 
The answer is not that gro 
provide new jobs. In: America, 
ment is forecast to increase by 
tween 1984 and 1985. But Am: 
unemployment may barely change 

cause the labour force will grow 






























wo 
as fast as the number of new jobs. 
Europe will continue to be less success- 
ful at creating jobs, say the forecasters. 
Employment will grow by only }% be- 
tween 1984 and 1985, though the region's 
economic growth rate by then should be 
24%, not very different from America’s. 
bour force growth of around 1% a 
year, slower than in America, will there- 
fore nudge unemployment still higher, 
or from 18}m (11% of the labour 
orce) in western Europe this year to 
194m (114%) next. 
_ Even this glum prediction may seem 
too sanguine a year from now. Interna- 


Brazilian industry 
Home and away 


Ad) 


_ Exporters, not soccer players, are Brazil's 
~ new heroes. Their efforts are supposed to 
F service the country’s $90 billion debt 
within guidelines agreed on with the IMF 
-so that eventually—1986 at the earli- 
est?—the cariocas cavorting On Copaca- 
f bana beach can add substance to their 
_ seductive illusion of the good life. So far, 
_ so good. After a $2.8 billion trade deficit 
in 1980, Brazil recorded a surplus of $1.2 
billion in 1981, $800,000 in 1982 and $6.5 
billion last year. This year’s surplus will 
~ be around $10 billion, against a $9 billion 
_ target once considered beyond reach. 
But the heroism, founded on cheap 
labour and a constantly depreciating cru- 
= zeiro, now has to sustain itself through 
the presidential élection campaign in the 























International Trade Commission, prod- 


a) 


ded by Bethlehem Steel, decided that 
j date 
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United States. This month, America’s 





tional investors may turn against the 
dollar if fears of higher inflation take 
hold. A sharp drop in the value of the 
dollar could force the Fed to defend it by 
raising interest rates still higher. 

That would not only hit America’s 
investment and longer-term growth pros- 
pects. It might also force compensating 
increases in European interest rates, and 
hence lower output and higher unemploy- 
ment all round. By adding to the interest 
which the developing countries must pay 
on their debts, it might precipitate the 
international financial crisis which gov- 
ernments dread above all. 
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imported steel was damaging the Ameri- 
can steel industry. Will President Rea- 
gan, who must decide what to do only 
days before Americans cast their votes, 
face down the protectionists? Brazil's 
steelmakers fear he will not. 

They are right to worry. Last year, 
29,6% of Brazil’s $1.2 billion-worth of 
iron and steel exports went to the United 
States. Brazil exports to more than 30 
other countries—but some of them may 
get protectionist, too, and none is a 
substitute for booming America. 

The Brazilian steelmakers’ worries are 
compounded by the state of their domes- 
tic market. Raw steel capacity is around 
22m tonnes a year, but last year’s output 
was only 14.7m tonnes—of which some 
5m tonnes was exported in one form or 
another. Brazil’s steel industry was al- 
ways designed with exports in mind: there 


FN rpa 
Wisg 


is little chance of diverting exports to the 
internal market. ; 

Brazil’s economy is only now starting soy 
escape from a recession that the devel 
oped world is trying to forget. The couñ- 
try’s trade surplus is as much the result of 
falling imports as of rising exports. In the 
first quarter of this year manufacturing 
industry grew by 3.9%—but the compari- 
son is with a 1983 which was down on the 
previous year. 

The extent of that decline is shocking 
when compared to the growth rates in gnp 
of 6% a year between 1920 and 1967; of 
11% a year between 1968 and 1973; and 
of 64% a year from 1974 to the onset of 
recession in 1980-81. Last year, Brazil’s 
industrial production index fell by 5.7% 
on 1982: of the 16 sub-sectors in manufac- 
turing only five showed any growth— 
steel (up 12.8%); vehicles (4.3%); food- 
stuffs (4.3%); pulp and paper (2.9%); 
and rubber (0.4%). The capital-goods 
sector declined by 20.2%. And even with 
manufacturing rising overall, heavy in- 
dustry is operating at only half-capacity. 

Some industrialists affect not to worry. 
For many, costs are falling because, while 
everything in Brazil in indexed (to infla- 
tion rates now running from around 190% 
to over 230% on an annual basis), index- 
ing is more favourable to some than 
others. The poorest get their wages (a 
minimum of $60 a month) fully indexed; 
farther up the social ladder the indexing 
falls first to 80% and then to 50%. The 
result is cheap labour made still cheaper. 

Brazilian textile exports rose 23% last 
year to $810m. Steelmakers say the near- 
weekly devaluations of the cruzeiro mean 
they need no subsidies to compete in 
export markets. And coffee and soyabean 
growers do well, too (see box, page 64). 
Exports of orange juice (helped by the 
frost in Florida) should rise from $709m 
to $1.1 billion. Overall, agricultural ex- 
ports are expected to total $10.3 billion 
this year, 11% up on 1983. 

The other side of the story is a domestic 
market which has imploded. In the chem- 
ical, plastics, packaging and rubber sector 
there were 361 insolvencies last month, 
20% up on a year earlier. In April, there 
were 351 insolvencies, up 17% on a year 
earlier. While its exports soared, the 
textile industry’s domestic sales fell by 
15% last year, and idle capacity rose from 
8.6% in 1982 to more than 20% last year. 

Carmakers are unlikely to prosper as 
they did last year. Then bus and lorry 
sales fell by 26.2%, but those of cars rose 
by 21%—-partly because of government 
incentives to buy alcohol-fuelled cars. 
Those have now been scrapped. The 
industry is selling about 55,000 cars a 
month. It used to sell 1m a year. 

The construction industry has been hit 
worst. Sere orders are being cut 
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_ When to profit from business rivals, 


Japanese companies are skilled at draw- 
ing blood from competitors. But first 
they find the haematic spots. Mitsubishi, 
the trading company, has 650-800 em- 
ployees in New York’s Pan Am building. 
‘Their main task is to gather information 
about American rivals and their mar- 
kets. Seiko, Japan's and now the world’s 
biggest watchmaker, reads Swiss techni- 
cal journals to get:free knowhow from its 
Swiss competitors. 



























conference in London by Mr Michael 
Porter and Mr Mark Fuller, two Harvard 
; Business School professors. In the audi- 
„ence of 280 mainly European business- 
men at the conference, organised by 
Management’ Centre Europe, was an 







~ Danish department store. It already fol- 
lows @ course suggested by Mr Porter's 
| book “Competitive Strategy”, which 

» tells companies how to analyse rivals to 
| get a Competitive edge. The store's exec- 
© was hoping to pick up fresh ideas. 

t example, should multinationals be 
‘kind to their rivals? Yes, to some of 
them, says Mr Porter. In a sequel to 
“Competitive Strategy”, he will argue 
that companies have to be ‘selective 
about the rivals they bash. 

“Good” competitors need: to be en- 
«couraged, Mr Porter says. They. help 
scare off potential new entrants, provide 

_a standard for a company to rate itself 

against and increase sales by promoting 

demand for the industry's products. 

“Eastman Kodak boosted sales of Kodak 

film when it licensed others to make 

_ cameras using its own technology. 

¿To be helpful to a market leader, a 
smaller company needs to know its 
place. Pepsi-Cola does not. It has tried 
hard. to expand its market share at the 
expense of Coca-Cola, a market leader 
that "has steadily increased the demand 
for cola drinks and resisted the tempta- 
tion to cut prices. Mr Porter says that 
-e Pepsi's tactics could provoke Coca-Cola 
into retaliating, to the benefit of consum- 
ers but not to either company. 

«When a- competitor is less pushy, a 

_ policy of live-and-let-live is often best. A 
speciality rubber firm saw. another small- 

company as its mortal enemy. because 
thad asimilar chunk of its market niche. 
_ But, to Mr Porter, company B was a 

ood” competitor. In wounding it, the 
_ürst company gave the speciality divi- 
_ sions of the big tyre companies a chance 
‘i to get into the market. They had surplus 
< Fubber todump. 
o The “good” competitor is strong 
` enough to deter would-be entrants, but 
: Weak enough to realise that. it would be 
self-defeating to get too ambitious. It 

„Will seek to expand the market by im- 

























Love thy competitor 


and when not to try to murder them 


These.examples were cited at a recent 


executive from Magasin du Nord, the big . 







competitors. Alb-five, th 
exploited for. com 
proving its products, not by cutting One way of 
prices. Thus, Mr Porter says, Honeywell competitors iat. 
is good for IBM; but Fujitsu is not world’s five la 
because this Japanese company has big sets, got into the 
ideas and- accepts low profit margins to because RCA an 
break into new markets. produce. black-and-whit 
The first step is for strategists to getto for Sears, Roe uck, 
know their own company and its rivals. of departmental st 
Start with the basics (the diagram shows and made .-the 
where go is) and then proceed to defin- information supplie 
ing the strengths and weaknesses of ca’s General Elect 
competitors in a particular industry. than America’s televisio 
According to the professors, a compa- kept distributors loya 
ny can aim (a) to be a low-cost producer breaks to ones who ag 
of a product or service, as the airline dealing arrangements, 
People Express has done; or (b) to be a In plotting corporate s 
high-cost but unique producer as Rolls- nies do not need:to hire 
Royce is in cars; or (c) to be either a low- In places. where: corp 
cost or high-cost (and unique) producer relatively freely, they 
in a market niche-too small to attract what they need tok 
bigger companies. Pitfalls abound. Low- from annual reports, pi 
cost companies often ignore waste in profiles. of managers 
purchasing, which can add over 15% to about how a. rival 
total costs. High-costers can make pre- such apparent ‘rifles 
mium products that buyers do not value, chairman of a, public co 
such as Polaroid’s instant home movies. on the cover of its annu 
The professors think that industry shows what he thinks is h 
profitability is determined by five things: Often the. best source of 
the threat of new entrants; the bargain- rivals is a company’s x 
ing power of suppliers; the bargaining ers—but what they know 
power of buyers; the threat of product in their heads unless senior. 
Substitutes; and rivalry among existing trouble to get it out. ee 


















































































































STRATEGIC GOALS 


Dafinition of how the business 
is going to compete © 

Objectives for profitability, 
growth, market share, 

Social responsiveness ete 
















Research and 
development 





Distribution 








Out of their cups 








Coffee may regain its position as Brazil’s 
biggest export earner this year, a distinc- 
tion it-lost. to soyabeans in 1980. Brazil- 
jan coffee has fetched an average of 
51 a pound so far this year-—6% 
gher than 1983's annual‘average. And 
razil is benefiting from the attempts by 
the international coffee organisation. to 
tem the rise in prices by allowing ex- 
porters to increase supplies to the mar- 
et. It is being allowed to sell an extra 
1.1m bags of coffee (each bag holds 60 
‘kilogrammes) until October. If the ruse 
works, Brazil’s 1984 export earnings 
rom coffee will increase from the $2.5 
illion it had been expecting in January 
o around $2.7 billion. At the same time, 
soya prices have been falling 'so soya 
arnings may fall short of the $2.7 billon 
‘Brazil has been expecting. 

Until recently, most coffee farmers in 
Brazil were losing money. A main rea- 
son was that the government takes more 
than half their earnings. Farmers pay a 
“contribution: quota” of $93 on every 








































back or cancelled, and payments are 


class is reckoned to have lost up to 15% of 
its purchasing power in the past three 
years, unemployment and under-employ- 
ment is probably as high as 20-25% of the 
workforce. . 

This month, pick- -and-shovel gold min- 
ersin the: interior rioted in protest at the 


- "Brazil's simp 
“Brazilian industrial output 
1980 100" cee 


— industrial 
production 


—“borfies i. 
“sand buses. S 








bag they sell to the Brazilian coffee 
institute, the monopoly trading organisa- 
tion. The local currency earnings left 
with them were, until recently, less than 
production costs. So this week the gov- 
ernment cut the contribution to $83 a 
bag, effectively increasing the cruzeiro 
price to farmers by over 10%. 

Because the increase in farmers’ in- 
comes has been made by cutting govern- 
ment revenues, it will not be passed on as 
higher coffee prices. Indeed, Brazil has 
managed to lower its prices to coffee 
companies abroad by selling its extra 
quota at a discount. The coffee institute 
is offering those who have already taken 
their full quota a discount of 4% if they 
increase purchases by 10%, and a similar 
discount (though on smaller amounts) to 
persuade others who have not bought as 
much as they are allowed to. This will 
reduce the cost of Brazilian coffee ‘to 
buyers by around 20 cents a pound, 
sufficient, Brazil hopes, to increase its 
market share substantially. 





























































move towards mechanisation. Street 
crime and burglaries are commonplace. 
The favela shanties next to Rio’s luxury 
apartments are a reminder, as one steel 
boss puts it, of “a certain degree of social 
injustice”. For years Brazilian tolerance 
has soothed the strains of social dispari- 
ty—but then Brazil’s debt was less bur- 
densome, and Brazil's foreign markets 
more open. 


Retailing in America 


The Maxx factor 


NEW YORK 





The spending spree by American shop- 
pers in the past 18 months has set off a 
fresh round of competition between re- 
tailers. Snooty department stores are cut- 
ting prices. and pushing their own brands 
to win back business from discount fash- 
ion chains that prospered in the 1981-82 
recession. The bigger general stores, 
Sears, Roebuck and J. C. Penney, in 
common with discount shops like K mart, 
are trying to creep up-market. Supermar- 
kets, hard-pressed to sell more food to 
overweight or dieting Americans, want to 
compete in other products too. 

- Though America’s market for consum- 
er goods has grown slowly until recently 


people now want different things. Those 


$ born in-the postwar baby boom ‘are in 







their: thirties and: have more money to- 


. (see chart on next page showing monthly. 
average. retail sales), tastes have changed 
quickly. Retail sales (in real terms) were 
Mo bigher a year ago than in late 1978, but 


% for the first ti 

in four Americka 
households contains only one. person, < 
against one in five in 1975. All this means | 
higher spending on goods for setting up 
home and less time to shop... © 

The recession made people worry more 
about prices. That led to the rapid expan- 
sion of chains selling high-quality goods, 
especially fashions, for less than depart- 
ment stores charged. Among the pioneers 
in cut-price glad rags was Melville Corpo- 
ration; whose sales have grown by 17.5% 
a year for the past decade. Another was 
the T. J. Maxx chain of clothing stores 
owned by Zayre. It buys up excess stocks 
of goods with flash labels at a discount 
and sells them at narrow margins. Zayre 
has 135 T. J. Maxx stores and plans to.” 
open 35 more each year for some time. 

Dozens of similar chains have sprung 
up, mostly selling clothes. Department 
stores, such as Dayton Hudson and Fed- 
erated Department Stores, have joined 
in. Sceptics believe that shoppers will 
eventually lose interest in brand names 
that are’ no longer exclusive. Zayre’s 
president, Mr Maurice Segall, claims that 
stores like his T. J. Maxx chain or his 
much less successful (and aptly named) | 
Hit or Miss-shops could take perhaps 10% ` 
of sales of clothes in America, which he 
now puts at $100 billion. - 

Department stores have fought back’ 
well. Dayton Hudson increased its sales 
by 23% last year, Macy’s by 16% and. 
Carter Hawley Hale by 19%. That com- 
pares with increases in revenues of more 
than 20% at Melville and Zayre last year. 
Competition from these upstart discount» 
ers and from boutiques has made. depart- 
ment stores promote their goods more, 
cut prices more often and tart up more of 
their shops to look like classy boutiques. 

The big merchandise chains—J. C. Pen- 
ney, Sears and Montgomery Ward—are . 
also giving themselves a face-lift. Sears. 
plans to invest $1.7 billion to refit 600 of its 
800-plus stores and to build another 62 by 
the end of 1987. It is tempting shoppers 
with: a wider range of products, some 
named after sports and film stars. J. C. 
Penney, by contrast, has dropped grimy 
things like car repairs and paint, still sold 
by Sears, and aims to be America’s biggest 
department. store. It ‘has signed up a top 
fashion designer to give lustre toa range of 
women’s clothing: . 

Discount stores are also trying | to edge 
up-market. K mart, the biggest of them 


























and runner up to Sears as America’s 


largest retailer, is taking the lead by 


stocking smarter clothes | with designer 


labels. It will spend $2.2 billion in the 


-next five years to refit its 2, 100 stores. 


_ Most stores want to stock er range 
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d American spree 
US retail sales 
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of goods because they believe that they 
must take business from rivals to grow, 
and that shoppers now want to buy every- 
thing at once instead of traipsing round 
shopping malls. Supermarkets are keen- 
est to diversify as demand for food is least 
likely to grow. 

Safeway, America’s largest supermar- 
ket chain, has reduced food from 90% to 
about 85% of sales in its big new stores. 
Kroger, a large competitor, has cut the 
share of food in its supermarkets, too. 
Food could soon be sold in supermarkets 
merely to tempt customers to buy more 
profitable, inedible things. 





In snatching the Comet electrical goods 
chain from under the nose of Harris 
Queensway, the carpet retailer, Britain’s 
Woolworth Holdings may have inadver- 
tently done Mr Phil Harris a favour. 
After three months of negotiation, he 
announced this week that he was to take 
controlling stakes in the electrical 
(Greens Leisure Centres) and carpets- 
and-furnishing businesses of Deben- 
hams, the department store. Debenhams 
will get £10m—half in cash, half in 
Harris shares—plus the rent for 750,000 
square feet of shop floorspace. The two 
businesses account for £160m of Deben- 
hams’ annual sales of £676m. Mr Harris 
reckons he can double that in the next 
year. The 42-years-old Mr Harris has the 
proven retailing skills that may make 
that no idle boast. 

A bigger challenge is a joint venture 
between Harris Queensway and Deben- 
hams to establish a chain of edge-of- 
town discount electrical goods stores. 
This is supposed to get started this au- 
tumn and to grow to 50-60 stores. The 
original idea was to found the new chain 
on Greens’ expertise and Comet’s stores. 
Woolworth sent Mr Harris and Deben- 
hams back to the drawing board when it 
topped Harris Queensway’s offer for 
Comet with a £184m bid in April. 

This has left Woolworth holding the 






Speywood 
Blood money 


Speywood, a small company based in 
Wrexham in north Wales, which process- 
es blood into useful products, has had its 
share of troubles. After being founded by 
Mr David Heath in 1973 it got over- 
ambitious, selling little but spending a lot 
on research. In 1982, it lost £1m ($1.75m) 
on sales of about the same. 

The previous year it raised privately 
£4m in new capital. The two new inves- 
tors it acquired at the same time, the 
State-owned British Technology Group 
(BTG) and Prudential’s high technology 
fund, insisted on changes. 

Speywood gave up on several of its 
projects—for instance, the production of 
human factor 8, used by haemophiliacs to 
help blood clot, has been stopped. The 
market was becoming highly competitive. 
Speywood, which has to buy its blood 
supplies, could not be sure that they were 
free of contamination by the infectious 
agent that causes Aids, the disease that 
breaks down the body’s normal defences 
to disease. This, though, leaves the com- 
pany with spare capacity at a purpose 
built factory which could be used to 





From high street to edge of town 


sticky end of the lollipop. Comet has too 
many stores that are too small and in the 
wrong places (just like Woolworth it- 
self). Harris will get an advantage from 
starting from scratch. Its main competi- 
tor will be Bridgers, discount chain of 
the electrical retailer Curry’s. Bridgers 
has 24 stores, none bigger than 5,000 
square feet. The new Harris Queensway- 
Debenhams chain is aiming for stores of 
10,000-12,000 square feet. Size counts. It 
will help Haitis keep costs down through 
centralised buying. It will also allow it to 
farm out the more faddish bits of the 
market (eg, home-computer games) to 
boutique operators. 

The craze for computers in the home 
helped the British market for electrical 
goods to expand by 15% last year. 
Though that growth rate has since 
Slowed markedly, Curry’s still plans to 
double the number of its Bridgers stores 
within the next two years. But it is 
already having difficulty finding the right 
edge-of-town sites, The Harris Queens- 
way-Debenhams chain is better placed. 
It should be able to use the sites of its 
existing edge-of-town carpet stores and 
cash in on Harris Queensway’s experi- 
ence in acquiring such sites. 

Debenhams is not complaining. The 
two businesses in which it is relinquish- 
ing control to Harris Queensway made 








E ECONOMIST JUNE 23, 1984 


+ 






Aas 
Borri 


EG 


process other firms’ biological materials. 

The company has also closed its Not- 
tingham offices and made management 
changes. Mr David Heath has left and 
been replaced by a new managing direc- 
tor. A new post of financial director—so 
often a glaring omission with small high- 
tech firms started by scientists—was cre- 
ated and a new chairman, Mr Donald 
Seymour, appointed. Mr Seymour is also 
on the boards of Celltech and IQ (Bio), 
two British biotechnology firms. f 

Yet, now that Speywood looks set to 
make money, its two big shareholders 
may sell out. Several people are said to be 
possible buyers, including Mr Wensley 
Haydon-Baillie, who already owns a 
number of biotechnology outfits, includ- 
ing LH International. Speywood has two 
new products that make it an attractive 
buy. The first is so-called Hyate: C. This 
is a highly purified pig-derived factor 8 for 
those 5-10% haemophiliacs who are aller- 
gic to human-derived factor 8. The com- 
pany is expecting approval for the prod- 
uct from the British authorities within the 
next few weeks. 


The second is genetically-engineered - 5 


factor 8, which could be a winner in the 
, worldwide factor-8 market, already reck- 
oned to be worth $100m a year. The snag 
is that Speywood’s product is unlikely to 


A Phillip for Debenhams 


small losses last year. Debenhams will 
benefit through Welbeck Finance, its 
credit arm. This is likely to pick up both 
the financing of high-price electrical con- 
sumer goods and, perhaps within 18 
months, the sizeable credit-card business 
of Harris Queensway carpets and fur- 
nishings. Debenhams has been among 
the first British department stores to 
have learnt a lesson from American 
counterparts that are diversifying hard 
into financial services. 





WASS aa? | 


ORLD BUSINESS _ 











































Cass AS owned Ets 





a wana i 


WORLD BUSINESS 


be on the market for several years. The 
company collaborated with the Royal 
Free Hospital in London and Genentech, 
the American biotechnology company. 
Speywood provided the original pure fac- 
tor 8 but Genentech succeeded in cloning 
it only in May. 


Acid rain 


Genetically-engineered factor 8 may 
lead to a lower risk of contamination and 
could eventually be cheaper than the 
blood-extracted form. Speywood holds 
European marketing rights for the cloned 
factor 8, but will have to pay Genentech a 
hefty fee. 





Pfennigs from heaven 


Acid rain is regarded far more seriously in 
West Germany, where the Greens have 
just won seven seats in the elections to the 
European parliament, than in most other 
countries, including Britain where scien- 
tists this week advised the government 
not to compel power stations to instal 
expensive emission-control systems. Only 
Japan has environmental controls that are 
Stricter than the new clean air standards 
passed into law in West Germany. 

To meet the standards, West Germa- 
ny’s electric utilities will have to spend up 
to DM15 billion ($5.5 billion) to reduce 
sulphur emissions at older coal-burning 
power stations. The West German gov- 
ernment is convinced these controls are 
necessary to deal with acid rain, which it 
says has helped turn evergreen forests 
brown. (The energy technology support 
unit of Britain’s energy department is 
sceptical. Its report doubts whether sul- 
phur dioxide is to blame and says the 
problem needs further study.) 

West German utilities will now have to 
tell the government whether they are 
going to instal desulphurisation equip- 
ment on their older coal-burning plants. 
Converted plants then have until 1988 to 
meet the new standard. Those that do not 


need winds of free Grasa 
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must close by 1993. 

The government's deadline is a boon 
for environmental-equipment suppliers. 
L & C Steinmiiller of Gummersbach rates 
itself the market leader. Utilities in Nord- 
rhein-Westfalen with a total capacity of 
3,000MW have already installed its desul- 
phurisation equipment. Steinmiiller ex- 
pects to win another seven or eight new 
contracts by the end of the year. West 
Germany's Deutsche Babcock is also 
smiling. It is counting on at least 
DM500m-worth of desulphurisation con- 
tracts this year. 

Some of the biggest contracts are still in 
the offing, notably in the Ruhr where plants 
burn brown coal dug out by huge shovels 
gouging their way through the countryside 
farther north. Rheinisch-Westphilisches 
Elektrizitatswerk (RWE), West Germa- 
ny’s biggest coal-burning utility, which has 
yet to sign contracts with anybody, plans to 
spend DM3 billion to meet the new 
sulphur-dioxide standard for 9,000MW of 
its existing capacity. RWE will also spend 
DM5 billion to build four new power 
stations to replace the older plants it has 
decided to close. 

Energie und Verfahrenstechnik (EVT) 
of Stuttgart is talking to RWE about 








desulphurisation equipment for two 
600MW power stations. EVT had already 
signed contracts this year to supply desu 
phurisation equipment for a pair Of 
150MW power stations in Aschaffenburg 
and a 300MW coal-burning plant in Nirn- 
berg. These plants all burn hard coal that 
has a high sulphur content. 

EVT is part of a new consortium with 
Knauf Brothers, West Germany’s largest 
gypsum company, and Research-Cottrell, 
an American firm. Last year, Knauf- 
Research Cottrell (the original joint ven- 
ture the two companies set up in 1979), 
captured three of the five desulphurisa- 
tion contracts signed in West Germany. 
Kellogg and Peabody International are 
among the other American firms that are 
trying to break into the market. 

Most desulphurisation equipment on 
offer in the West German market is based 
on technology under licence from Ameri- 
can and Japanese firms. This uses waste 
sulphur to make gypsum as a by-product. 
But the sale of this low-grade raw materi- 
al will never cover the cost of installing 
the equipment. At best, a utility can hope 
to cover 20-30% of the additional operat- 
ing costs it incurs as a consequence of 
installing the new equipment. With the 
West German government not providing 
any subsidies to help utilities meet the 
cost, West German industry is braced for 
an increase in its electricity bills. 


European airfares 


Don't be vague, ask 
for The Hague 





Europeans are at last to fly as free (al- 
most) as Americans—but only between 
Britain and Holland, whose main airports 
are but 230 miles apart. On June 20th, the 
two countries’ transport ministers meet- 
ing in the Hague agreed that any airline 
designated by either government can fly 
any route between the two countries. The 
airlines can decide for themselves how 
many seats they want to put in the air and 
how often. Fares will need the approval 
only of the government of the country 
where the journey begins. Not quite 
American-style deregulation, but better 
than before. 

Where do things fly from here? In the 
short run the change means approval for 
the £49 ($67) return fares between Lon- 
don and Amsterdam proposed last month 
by British Airways, KLM and British 
Caledonian. This is £38 lower than the 
present cheapest fare but is still hedged 
with varying degrees of restriction. The 
longer term is fuzzy. The ministers agreed 
that consultation on fares between air- 
lines (the basis of the present cartel) is 













- The calm of Singapore's industrial rela- 
| tions has been disturbed by a move to 
< break up the Singapore Air Transport 
Workers’ Union (Satu) into three house 
‘unions along Japanese lines. Three Satu 
_ Officials, two of them shop stewards, are 
-challenging the union's right to reorgan- 
se without the approval of its members. 

The officials say that under the union’s 
Onstitution such a decision must be 
pproved by a secret ballot of all mem- 
bers. They have taken Satu’s executive 
ouncil to court to seek an explanation. 

he National Trades Union Congress 
(NTUC), which controls the labour 
_. Movement, has. advised Satu’s executive 
council to ignore the challenge. The 
”’ secretary-general of the NTUC, Mr Ong 
Teng Cheong, who is also a government 
minister, has now intervened. A disci- 
plinary committee has been formed to 
decide whether the three should be ex- 
pelled from Satu for what Mr Ong calls 
. “insubordination”. One of the three, Mr 
+R; Asokan, has issued another writ chal- 
- lenging the legality of the disciplinary 
committee. He claims it is unconstitu- 
tional and stands in contempt of court, 
because the court has not been given 
; time to rule on the executive council’s 
“decision to break up Satu. 

Mr J. B. Jeyaretnam, who is repre- 

` senting the three men, is also Singa- 





























not compatible with our obligations un- 
er the Treaty of Rome” and they de- 
lared grandly that their accord “is a 
hining example of what a Common Mar- 
et in air transport should be”. Too true, 
ut not an example the protectionist West 
iermans, French, Italians and Greeks 
re eager to follow. 

Eventually, they may have to. West 
‘ermans, Belgians and Frenchmen will 
art taking the (subsidised) railway or 
\otorway to get cheap flights to London 
om Schiphol. So their governments may 
ok more seriously at the modest libera- 
ing proposals made last February by the 
uropean commission. 

BCal reckons. the commission did not 
) far enough. It wants not only an end to 
venue sharing agreements (the money 
put into a common pool regardless of 
hich airline earns it) and to subsidies; it 
30 wants more airlines on more routes, 
Cal has. its own plan for fares, too: it 
ints a single, year-round and unrestrict- 

fare for “executive class” travellers, 

d- fares in economy class discounted 
pending on the time of travel (like 
nerica’s “red-eye” night flights) and 
2 distance: BCal says it could provide 

offpeak flight to. Athens for £98— 
ainst the present stand-by price of £190 
d the regular economy price of £280. 





\ spot of turbulence 
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SINGAPORE 


pore’s lone opposition member of parlia- 
ment. In March, he sought an assurance 
in parliament from the minister of la- 
bour, Mr S. Jayakumar, that Satu would 


to divide the union ‘into three parts. Mr 
Jayakumar replied,. “If the constitution ; 
and law provide for either an open or 
secret ballot, then the law must prevail”. 
Satu’s leaders have not explained the 
absence of a ballot, but the answer seems 
plain. Unions in the air-transport indus- 
try have been less quiescent than others 
in fighting for what they want. In No- 
vember, 1980, the Singapore Airline 
Pilots’ Association (Siapa) worked to 
rule in pursuit of a pay claim, delaying 
European flights of the country’s flag 
carrier by up to 12 hours. The dispute 
ended when the prime minister, Mr Lee 
Kuan Yew, threatened to sack all the 
pilots, close down Singapore Airlines 
and start a new company. The govern- 
ment later de-registered Siapa and 
formed a more pliant union to replace it. 
Satu, which represents airline stew- 
ards and ground staff, also ran into 
trouble last year. The ministry of labour 
revoked its right to deduct membership 
fees from pay packets. It said the union 
had not sought written authorisation 
from each of its 12,000 members, as the 
law requires. l 
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General failure 


JAKARTA 


Indonesia's powerful state-owned oil cor- 
poration, Pertamina, which was bailed 
out in 1975 with debts of $10.6 billion, has 
lost its top man again. Last time it was 
General Ibnu Sutowo, who was sacked 
for corruption and mismanagement from 
his post of president-director. This time it 
is the turn of Brigadier-General Judo 
Sumbono. He has been blamed for the 
company’s lacklustre performance in a 
weak oil market. 

After the debt debacle, the govern- 
ment strengthened the powers of Perta- 
mina’s board of directors, established an 
inspectorate to keep an independent eye 
on the firm and put restrictions on new 
ventures. Pertamina’s debts had already 
been cut to under $1.5 billion when 
Brigadier Sumbono took over in April, 
1981, and have since shrunk to $600m. 

The new man cut out several layers of 
Pertamina’s management and tightened 
discipline a bit. But Brigadier Sumbono 
also succeeded in irritating almost all the 
most powerful people in Indonesia, in 
particular Pertamina’s board of commis- 


try minister; Mr Umberto Colom 
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government revenue, 
This year Indonesia has excee £ 
Opec production quota of -1.3m b 
200,000 b/d. To sell more oil, Perta 
announced a series of cuts in April in th 
price of its crude (though it jacked up 
price of its low-sulphur waxy residue 
which demand remained strong). 
General Ramli ought to find i 
make good at least one glaring inadequa 
cy in the way Pertamina-is tu 
company still does not produce av 
accounts, even though teams of ace 
tants have spent years sifting 
General Sutowo’s old filing cabinets. 
General Sutowo, one of Indonesi: 
richest men, was publicly absolved o 
responsibility for Pertamina’s downfall 
But the company has pursued through th 
Singapore courts a sum of $35m it aid 
belongs to it. The money was : 
Sumitomo bank account there by Hadji 
Achmad Thahir, a former aide of Genet 
Sutowo's who died in 1976. Mr Th 
above-board salary was $750 a month: 



























































Europe's oil $ 
Filling the barrel 
Even a small drop in oil supplies would 
leave Europe short and risk pushing up. 
oil prices everywhere. Why? Because the 
EEC’s oil stocks are unco-ordinated and 
not all are readily available. This wee 
five European energy gurus passed this 
worrying message to France’s Preside 
Mitterrand. They hope it will spur some 
new action on stocks at next week's EE 
summit at. Fontainebleau. . 
Mr Paul Frankel, president of the-Lo 
don oil consultants Petroleum Economics 
(PEL), heads the group of five. The other 
members are Mr Ulf Lantzke, form 


chief of the International Energy Agi 
Mr André. Giraud, former French ind 
























nergy programme at. Chatham 
ouse. They want the EEC to have one 
mmunity-wide oil stockpiling plan. 
The five recognise that even an EEC- 
wide scheme would have to leave local 
control of the oil stocks with national 
governments. In an unpublished report 
r the EEC commission, Mr Frankel’s 
EL reckons each country could hold a 
buffer stock equivalent to five days’ sup- 
plies in addition to its obligatory 90-day 
forward stocks under EEC rules. But 
PEL thinks that this alone would not keep 
Oil prices from rising in an emergency. 
Measures to control oil demand and en- 
‘courage speedy switching to other fuels 
would be needed, too. 
© In most EEC countries oil stocks are 
not under government control. Most are 
held by the oil companies. They need 25- 
45 days of those 90-day stocks to meet 
their own operating requirements. This 
Teads PEL to- conclude that only West 
‘Germany, Denmark and Greece—whose 
tocks are under government control— 
lave “genuine” 90-day stocks that could 
tapped quickly in an emergency. Easi- 
accessible stocks. in the other seven 
countries range from 45 to 60 days, de- 
spite the 90-day obligation. 
iC energycrats have been trying to 
vise a co-ordinated oil stock scheme for 
at least three years. The problem, as 
usual, has been getting the 10 member 
nations to agree. Two big obstacles: I’m- 
all-right-Britain, with its ample North Sea 
supplies and interest in high oil prices; 
‘and West Germany, which prefers its own 
‘central stock system and market forces to 
intervention by Brussels. 
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"Careful sniffing the flowers — 


America’s International Trade Commis- 
sion (ITC) is mulling over what might be 
the weirdest scheme ever devised to give 
exporters an unfair advantage over their 
domestic competitors. It involves Co- 
lombian rose exports, midnight flights to 
Miami and smuggled cocaine. 
Half a dozen aircraft from Colombia 
land at Miami airport every morning 
between midnight and 6 am. Each car- 
ries around 2,000 boxes of cut flowers. 
Most of these are whizzed through cus- 
toms and trans-shipped to the big cities 
on America’s east coast. A few are spot 
checked. Last year, these investigations 
disclosed 1,600 pounds of cocaine. 
According to Roses Inc, a club for the 
Ametican flower-growing industry, “it is 
inconceivable that the cocaine can be 
packed into flower boxes in Colombia 
without the co-operation of flower ex- 
porters, and it is inconceivable that the 
cocaine can be removed from the flower 
boxes without the co-operation of the 
flower importers”. It alleges that the 
exporters and importers are getting 
bribes from Colombia’s cocaine dealers 
to smuggle the stuff through customs. 
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Roses argues that these bribes amount to... 
a subsidy (albeit a private one) compara- 
ble to the cheap: loans which govern- 
ments sometimes use to lower produc- 
tion costs for favoured industries. ` 

Under the Gatt, if a government gives 
its exporters subsidies like this, the im- 
porting country can impose countervail- 
ing duties up to the full value of the 
subsidy, So Roses has asked the ITC to 
look at the books:of the flower exporters 
to work out how much they are getting 
from the drug dealers and to impose 
countervailing duties'accordingly. 

If the bribes are in any way related to 
the value of the smuggled drugs, they 
could be worth a fortune. The 1,600 
pounds of seized’ cocaine alone has a 
street value of over $70m—close to the 
$100m a year that Colombia earns from 
exports of cut flowers to America. But 
the ITC is unlikely to accept Roses’ 
argument. Apart from the difficulty of 
getting the flower exporters to answer 
questions like “Do you receive payments 
from cocaine traders?’’, the ITC is un- 
willing to raise the thorny issue of private 
(ie, non-government) export subsidies. 




























bring Francophiles to the top. 

Lesieur’s ambitions do not stop there. 
It has joined with Banco Hispano Ameri- 
cano in an attempt to take over Carbon- 
ell, Spain’s leading producer of olive oil, 
and merge that firm with Koipe. If the 
deal goes through, Lesieur will end up 
with 60% of a new holding company 
controlling both Koipe and Carbonell. 
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here is a certain Gallic irony in the 
French reaction to. Spain’s forthcoming 
try into the EEC. The French govern- 
ment is trying to make life as rough. as 
possible for Spanish farmers in the hope 
of propping up the common market's 
common agricultural policy. French com- 
ies; meanwhile, are buying up the best 
f Spanish agriculture. 
For example, France’s Lesieur is. now 
ing to buy a 45% share of the Spanish. . 
getable-oils.. market. Lesieur already 
owns 49.9% of Koipe, one of the leading - 
Spanish vegetable-oil producers. It istry- 
ing to juggle Koipe’s management: to 
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For its part, Banco Hispano Americanc 
will receive Pesetas 4.5 billion ($29m). 

Olive oil is the only product whict 
Spain consistently overproduces. Spanist 
olive oil production is equivalent to more 
than half of the EEC’s total, and by. the 
end of this year 400,000 tonnes of the 
stuff will be stored away. It may seen 
surprising that Lesieur wants to jump int 
such a market. But thanks to the commo! 
agricultural policy, Spanish olive oi 
prices will probably go up, not down. 

Spanish producers, in fact, are hopin, 
to get the same price for their olive oil a 
the Italians—double what they now. re 
ceive. The annual cost to the commo: 
agricultural policy, which will provide th 
subsidies to make possible this economi 
wonder, is forecast to be 720m ect 
($583m). Although consumer prices wi 
be higher too, so reducing demand fc 
olive oil in Spain, lack of demand for 
crop has never yet stopped the EEC froi 
subsidising it. 

Other companies have had the sar 
idea as Lesieur. Compania Industrial c 
Abastecimentos; which is 50% owned t 
America’s: Cargill; is holding talks wil 
Progasa, Spain’s leading producer of sui 
flower oil, about possible “‘co-oper 
tion”. America’s Beatrice Foods ow: 


_ Olivarera; Glidd owns 95% of Co 
< Envasadora Loreto. Unilever m 
_ grab for Carbonell, only to be edge 


eur: After all, with t 
ural policy, the taxpay 
“the businessman’s gain. = 




























The June issue of “The Banker” includes “The Top 500in 
a detailed, factual account of the performance and profitability of the 50 
important banks in the world. Their size, capital, net interest income and 
The timing couldn’t be better. ma 
There’s been a big improvement in banks’ profitability and capi 
this year. But, with the LBC debt crisis looming, will the upturn be stroni 
for them all to ride out the storm? w 
In this special issue of “The Banker” 
And in 58 pages of crisp analysis, elucidate 
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The trawler Ross Civet sailed into 
‘(Grimsby harbour in the north of 
ngland on June 6th with a catch 
of around 40 tonnes of cod and 
‘haddock aboard. It is one of 11 
such steel-hulled trawlers now 
Operating from what was once the 
iggest fishing harbour in the 
world. Six years ago, Grimsby 
had 33 vessels of this kind. Ten 
years ago, 
110. Round the globe, the story is 
the same. 
Yet not so.long ago fishing was 
eof the world’s fastest growing 
food industries. Twenty-five 
years of 5% annual growth took 
the world’s catch from under 20m 
“tonnes a year immediately after 
<o the second world war to nearly 
| 70m tonnes in 1971. This was 
faster than the expansion in the 
= Output of other kinds of food. 
_ . Cereal production rose an annual 
average 2.5% in that time; total 
meat output rose 2% a year. The 
seas seemed. to..hold out the 
promise of feeding the world’s 
hungry. 
Promise has not been fulfilled, 
sast year’s catch of 76.5m tonnes 
was slightly below 1982's record 
76.8m tonnes. In the past decade, 
the average rate of growth has 
fallen to only 1% a year. 
_ The slump is often dated from 
1972-73, when the world’s richest 
fishing ground—off the Peruvian 
coast—suffered a catastrophe. At 
its peak, in 1970, Peru's catch was 
12m. tonnes of anchovies. In 
1972, it yielded 4.4m tonnes and 
1.5m tonnes the year after. Over- 
‘fishing did not help. But the main 
ason was the appearance of “EI 
Niño”, a warm current that 
used the cold-water anchovies 
to.swim away. Most of Peru’s fish 
is fed to animals, not people, but 
the collapse of what, in 1970, had 
accounted for well over 20% of 
the world’s entire catch of fish 
as a disaster on a scale which 
few other industries have 
suffered. 
‘Since then, the world’s fishing 
oes has been handicapped 










° ‘Insufficient supplies. Some 
fishermen. fret that the world’s 
catch may be reaching its natural 
“limit. Such ‘worries are ‘usally 
„rubbish. Today's. 76m-tonne 
‘catch is far higher than was 
thought possible 50 years ago. 
But it seems likely that-certain 
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World fishing founders 


‘verifished: Blame technological 


the fleet numbered : 


parts of the oceans “are being ” 


over Im tonnes to 12 000 to 





change. Trawlers -use acoustic 
resonators for tracking fish, ny- 
lon néts capable of trapping hun- 
dreds.of tonnes of them at a time, 
and on-board freezing and even 
on-board “canning factories for 
preparing them. And in the third 
world fishermen now clamp out- 
board motors to their outrigger 
canoes or dhows. 

This would not matter too 


much if the fishing was more — 


evenly spread. But three quarters 
of the world’s total catch comes 
from just four areas: the conti- 
nental shallows of the northern 
Atlantic and Pacific oceans and 
the deeper currents off the coasts 
of west Africa and the Americas 
between California and Chile 
(see map next page). 

Periodic collapses in areas 
where yields have grown fastest 


have increased worries about 


over-fishing. Between 1975 and 
1980, the. catch of North Sea 
herring dropped from 3.7m 
tonnes to 675,000 tonnes; that of 
north-west Atlantic cod from 
1.5m tonnes to 600,000 tonnes; 
and that of pilchards off the 


Aquaculture 


Fishermen are hunte 
farmers, Unlike farmers ‘they 


not practise “husbandry; they f 
merely harvest a crop. Yields 


could be increased almost imme 
diately through aquaculture (see 


box) and more. careful manage- 


ment of the catch (eg, by using 






nets that do“not scoop in young” 


fish before they haye a chance to 
spawn). 


The United Nations’ Food and. 
Agriculture Organisation (FAO). 


puts the theoretical world fishing 
potential at anything up to 455m 
tonnes a year. And it reckons a 
relatively modest: investment of 
$1.5 billion-a year could raise the 
catch ‘from ‘today’s 75m-80m 
tonnes to around 130m tonnes 
within the next 20 years. Under- 
exploited waters in the south- 
west Atlantic and the Indian 
ocean could probably yield an 
extra 2m tonnes of best white 
fish, even without new fishing 
techniques. 

Most under-exploited species 
of sea creatures are now left 
alone because they are the kind 
few want to eat. Take Antarctic 
krill, which, with guesstimated 
stocks of over 50m tonnes, is 
sometimes thought of as the next 
great hope for feeding the world’s 
hungry. The krill is a tiny shrimp 
with more shell than meat which 
has to be ground into a paste—an 
unpalatable substitute for fish 


Fish farming is the fastest growing part of the world fishing 

industry. Last year, nearly 9m tonnes of fish were raised from 

12m.acres of ponds or from. fish ranches (huge floating cages in 

the sea to control shoals in their natural environment). The 

farmed catch is increasing by over 5% annually. Such global: 
. figures, however, are the sum of two quite different parts. 

Western Europe accounted for about 1.5m tonnes of last 
year’s total. It represents the attention-grabbing, high-tech end 
of the business. It concentrates on luxury fish like salmon or 
trout (which cost over $2,000 a tonne to raise) and has 
pioneered weird sexual experiments like breeding giant, dis- 
ease-resistant generations of trout from hermaphrodite parents. 

Traditional fish farming in Asia is far bigger. Nearly 5m 
tonnes of last year’s 9m tonnes came from, and was eaten:in, 
China. The rest of Asia contributed 1.5m tonnes. In Africa and 
much of the Americas, fish farming has hardly got going. 

Asian fish farms are low-technology affairs. Much of China's 
catch, for instance, is taken using cormorants (the.birds are 
rowed out at night tethered to the canoe’s prow by a long leash 
and allowed to dive for fish, which they cannot swallow thanks 


to a noose drawn loosely round their necks). Some Asians also -f 


catch the fish that swim in the rice paddies. The FAO estimates” 
that between 10 and 15 kilos of fish are taken every year on each 


hectare of paddy rice. 


Asia’s farms often raise only a few hundred kilos of fish. pers 
sacre each year and their production costs may be less than $500" 
a tonie. The FAO reckons that, if they received. as much. 
investment as European farms, they could produce as. much as ~ 


| 40m tonnesa ycar-—nver half the sea’s total catch. 
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like cod and herring (though it 
may be a useful future source of 
animal feed). 

© Oil prices. As an energy-in: 
tensive industry fishing has beert 
damaged more than most by the 
Opec-led: increasés «in: oil: prices 
during the past decade. The skip: 
per's rule of thumb is that it takes 
a tonne of fuel to get a tonne off 
fish. Fuel accounts for betweer, 
30% and 50% of the running 
costs of a deep-sea trawler. Hali 
the oil is burned propelling the 
boat through the water; the othes 
half goes on refrigeration. A% 
fleets venture farther afield in 
search of disappearing stocks, 
fuel costs rise disproportionately 
because transport and refrigera« 
tion costs rise as more time is 
spent at sea. 

This has caused fishermen: to 
concentrate on trips nearer shore} 
in smaller vessels. Fuel accounts 
for only around 15%. of the runs 
ning costs of vessels less than 80 
feet long which fish near to shore 
or inland, In the past decade, the 
number of such vessels rose by 
10% in Britain. The number of 

-ships over 80, feet long: fell by 
52%, the largest trawlers (over 
140 feet long) have almost 
disappeared... 

@ Politics. During the 1970s, the: 
world’s fishing grounds were ef- 
fectively nationalised. More than 
100° countries extended their 
boundaries, and therefore their 
sovereign rights, to 200 miles off- 
shore. More than 95% ‘of all fishi 
are caught within..200 miles of 
shore. The new 200-mile “exclu- 
sive economic zones” were giver 
the United Nations’ seal of ap- 
proval when the Convention oni 
the Law of the Sea was signed in 
1982 (though, until it is ratified 
by 60 countries, it will not have 
the full “force of international 
law). 

< Fishing: nations are still adjust- 


. ing to.the changes. Some coastal 


states which had only small: fish- 
ing fleets (eg, Chile and Turkey), 
have been busy. building big ones. 

Others: have supplemented their 
incomes by charging industrial, 
fishing nations rent for the fishing 


i grounds (usually a small- fixed 
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»roportion of the catch). 
Signature of the law of the sea 
onvention’ was hailed as a vic- 
ory for. poor countries angry 
Out trawlers from rich coun- 
ies looting valuable resources 
wom off their coasts. They took 
mspiration from the example of 
eland, which had fought a se- 
ties of cod wars to defend its 
knilaterally proclaimed 200-mile 
sone against the fleets of bigger 
acighbours, notably Britain, 
which had fished these waters 
along. with Bretons and others) 
jor centuries. 

Some. poor countries have in- 
leed benefited. Fiji, for instance, 
was tripled its catch since 1977, 
hough is it still only 23,000 
onnes—not much for a country 
hat claims a sizeable patch of the 
*acific Ocean as its own. Mexico 
aas built a big fishing industry, 
aising its catch from 600,000 
ionnes in 1977 to about 1.5m 
ionnes in 1983 (though there is a 
uspicion that the Mexican sar- 
line shoals will be the next to 
tollapse because of over-fishing). 

There are losers as well as 
winners. Thailand had a large 
ishing industry before some of its 
waditional fishing grounds were 
ost by the 200-mile zones to its 
seighbours. Thailand’s catch fell 
com 2.2m tonnes in 1977 to 1.9m 
onnes in 1982. 

Developing countries now land 
salf the world’s total catch, com- 
sared with 45% of it in 1977. 
Whether they can sustain this 
mall increase is doubtful, given 
ihe size of their fleets. The cre- 
ition of 200-mile exclusive eco- 
1ọmic zones means that roughly 
(00 third-world countries with 
ily two fifths of the world’s 
ishing fleet now control two 
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Let them eat bouillabaisse 


thirds of world fish reserves. 

The two biggest beneficiaries 
of the 200-mile zones are not 
poor countries at all, but Canada 
and the United States. Their 200- 
mile zones encompass the whole 
of the rich north-west Atlantic 
and north-eastern Pacific fishing 
grounds. So rich is the prize that 
Canada and the United States are 
now arguing over the division of 
the spoils before the Internation- 
al Court of Justice. 

Canada is the biggest exporter 
of fish in the world, selling $1.6 
billion-worth to foreigners last 
year. More than half of Canada’s 
exports go to the United States, 
the world’s second biggest im- 
porter. The United States now 
spends $3 billion a year on other 
people’s fish (it also exports $1.1 
billion of its own), but it has 
ambitions to become self-suffi- 
cient in all but shrimp and exotic 
fish by the end of the decade. 

In many rich countries, the 
fishing fleets are the mainstay of 
relatively depressed areas, such 
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as Humberside in Britain or Jut- 
land in Denmark. And fish is an 
important part of diet almost ev- 
erywhere—nowhere more than 
in parts of the third world. 

Judged as a source of protein, 
fish is twice as important as poul- 
try and more than half as impor- 
tant as the meat of cattle, pigs, 
sheep, horses and goats put to- 
gether. Of the 76m-tonnes annu- 
al catch, 54m is for human con- 
sumption (split about evenly 
between rich and poor coun- 
tries). This compares with 105m 
tonnes of red meat and 25m 
tonnes of fowl. On top of that, 
22m tonnes of fish is fed to live- 
stock as fishmeal. 

Fish has an intrinsic cost ad- 
vantage over other kinds of food. 
The raw material is free. The 
running costs of a small (30-80 
foot) trawler are around $200,000 
a year. During the year, such a 
vessel will land, perhaps, 600 
tonnes of cod or 1,500 tonnes of 
sardines. So, in theory, the aver- 
age cost of a tonne of fish varies 
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between $130 and. $330. Com 
pare that with other kinds. of 
meat: in Argentina, the whole- 
sale price of beef is above $500 a 
tonne; in America, a tonne: o 
pork costs more than $1,000: 
And it takes only one tenth as 
much energy to fuel a trawler to _ 
catch and refrigerate a pound of 
cod as it does to produce the- 
soyabean meal that cattle need to 
put on a pound in weight. 
This sort of calculation leads 
people to argue that fish is the 
ideal source of protein for the. 
world’s poor. In poor countries, 
it is often the main ‘source of- 
animal protein to ek 
staple diet of rice or maiz 
teen African countri 
some land-locked one 
than half their protein 
If countries are rank 
ance on animal. protein. 
from fish, 39 of the first 40 lees 
go to developing countries. 
The big fish-eating rich country 
is Japan, the world’s largest fish 
importer despite also being the - 
world's largest fishing . nation. 
Last year, it imported 24% ‘by 
value (Im tonnes, worth $3.8 
billion) of the world’s fish trade 
Japanese ships landed  anothe 
10.8m tonnes, as much as the 
whole western European catch 
Each Japanese eats, on averag 
more than 40 kilos of fisha yea 
That is nearly four times: a 
much as the global average of. 
11.6 kilos. If this average is to be 
maintained in the face of an ine- 
crease in the world’s population, 
the world’s fish catch will have to 
be over 100m tonnes. by the year: 
2000. But if the 1% annual aver- ° 
age increase of the last decade-is 
maintained, the world’s catch will 
be only 90m tonnes by then. 



































































All figures in m tonnes: 


| 1981 catch 


Maximum sustainable yield 
{FAD guesstimate) 


(TD) Landed catches* 
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© SOCIETE NATIONALE | 
DES CHEMINS DE FER FRANÇAIS 


ECU 75,000, 000 (GUARANTEED BONDS 


i unconditionally guaranteed, as to payment of principal, premium, if any, and interest, by 


THE REPUBLIC OF FRANCE 


comprising 
Tranche A : ECU 45,000,000 11 1/4 per cent 1984-1994 Guaranteed Bonds 
Tranche B : ECU 30,000,000 6 per cent 1984-1992 Guaranteed Bonds 


BANQUE BRUXELLES LAMBERT S.A. 
BANQUE PARIBAS 


Tranche A 


“ALGEMENE BANK NEDERLAND N.Y. BANQUE INTERNATIONALE A LUXEMBOURG S.A. 


BAYERISCHE VEREINSBANK AKTIENGESELLSCHAFT CAISSE DES DEPOTS ET CONSIGNATIONS | 


CHEMICAL BANK INTERNATIONAL LIMITED CITICORP CAPITAL MARKETS GROUP 
CREDIT COMMERCIAL DE FRANCE CREDIT COMMUNAL DE BELGIQUES.A./ 
GEMEENTEKREDIET VAN BELGIË N.V. 


' CREDIT LYONNAIS DRESDNER BANK AKTIENGESELLSCHAFT 
IBJ INTERNATIONAL LIMITED KREDIETBANK INTERNATIONAL GROUP 


MANUFACTURERS HANOVER LIMITED THE NIKKO SECURITIES CO., (EUROPE) LTD 
NIPPON EUROPEAN BANK S.A. SOCIETE GENERALE DE BANQUE S.A. 


i SWISS BANK CORPORATION INTERNATIONAL LIMITED S.G. WARBURG & CO. LTD 


Al Saudi Banque, Paris Amro International Limited Banca Commerciale Italiana 


Banco di Roma Bank/ Banque ippa Bank Mees & Hope NV | 


Bank of Tokyo International Limited Banque du Bénélux S.A. Banque Francaise du Commerce Extérieur 
Banque Générale du Luxembourg S.A. Banque Paribas Belgique 5.A. Banque Worms 


Caisse Centrale des Banques Populaires CERA-Centrale Raiffeisenkas C.V. Belgium Chase. Manhatan Capital Markets Group i 


se Manhattan Lirit 


Commerzbank Aktiengesellschaft Continental Bank SA € védi Général S.A. de Banque i 


Crédit Industriel d'Alsace et de lorraine, Luxembourg Crédit Industriel et C Saree > Crédit du Nord 
Credit Suisse First Boston Limited Daiwa Europe Limited European Banking Company Limited 
Gefina International Ltd. ; Girozentrale und Bank der Osterreichischen Sparkassen Aktiengeselischaft 


Goldman Sachs International Corp. Instituto Bancario San Paolo di Torino Kleinwort Benson Limited -S 
À Merrill Lynch international & Co. Mitsubishi Finance International Limited Morgan Stanley. International, : 


Nederlandsche Middenstandsbank N.V. Nederlandse Crediebank nv Nomura International Limited 


“Orion Royal Bank Limited Rabobank Nederland Sacieté Générale 


Westdeutsche Landesbank Girozentrale Yamaichi Interiational (Europe) Limited 


Tranche B 


he SPAREBANKEN OSLO AKERSHUS SPAREKASSEN SDS — 
-AMRO INTERNATIONAL LIMITED BANQUE INTERNATIONALE A LUXEMBOURG S.A. 
. CAISSE DES DEPOTS ET CONSIGNATIONS 
‘CREDIT LYONNAIS ENSKILDASECURITIES 


SKANDINAVISKA ENSKILDA BANKEN © AMITED: 


CREDIT COMMERCIAL DE FRANCE 


KREDIETBANK INTERNATIONAL GROUP SOCIETE GENERATE DE BANQUE a 


Algemene Bank Nederland N.V. Al Saudi Banque Paris 


aa ‘Bank 
‘Rank of ‘Tokyo international Limited Banque Francaise du Commerce Extérieur o o “Banque Paribas < Belgique S-A. 
Banque Worms: Copenhagen Handelsbank A/S Crédit Communal de Belgique/Gemeentekredict van Belgie 
Crédit Industriel d'Alsace etde Lorraine, Luxembourg Crédit Industriel ec Commercial Crédit du Nord 
Den Norske Creditbank (Luxembourg) SA "Nederlandsche Middenstandsbank N,V. The ikko Securities Co., (Europe) Lid. 
: Nomura International Limited ss Union Bank of Norway Ltd. 3 
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Latin America: the other side 


f debt 


external position in Latin America 
ppears to have been severely aggravated 
by private-sector capital outflows,” says 
e Bank. for International Settlements 
(BIS), the central bankers’ central bank, 
in its annual report published this week. 
‘The. institution’s careful prose implies 
that if the rich of Latin America brought 
home what. they earned on their funk 
money their countries would not now be 
‘in such amess. 
__ The BIS estimates that some $50 billion 
iof capital flowed out of Latin America 
between 1978 and 1982. Researchers at 
America’s Federal Reserve Board reckon 
that over one third of the $252 billion 
increase in the debt of Argentina, Brazil, 
‘Chile, Mexico and Venezuela between 
1974 and 1982 went into buying assets 
‘Overseas or was salted away in foreign 
bank accounts (see chart). The calcula- 
tion is made by subtracting from the gross 
increase in the countries’ external debts 
t current-account deficits and any 
ase in their official reserves. In Chile 
et capital outflow was negligible 
of offsetting inward foreign 


“Only a small part of the countries’ 
foreign borrowing was used to bridge 
trade “deficits “(the difference between 
imports and exports). The biggest use of 
foreign exchange was to pay interest on 


: : Flight to the condo 


- Total balance of payments flows, 
: 1974 -82 


razil Mexico 


* 


Current-account 
balance 


> 


the debt itself—Brazil, for example, 
made. $68 billion of interest payments 
between 1974 and 1982, compared with 
its total trade deficit of only $16 billion. 

The. exodus of capital was encouraged 
by political jitters and by = 
@ Artificially low domestic interest 
rates, often kept negative in real terms to 
please local industry. These discouraged 
savers from saving at home. 

@ Overvalued ‘exchange rates. These 
made buying dollars a bargain. 

Different Latin Americans favour dif- 
ferent havens for their dollars. Rich Ar- 
gentines cross the River Plate to Uru- 
guay. Luxury apartments in Uruguay's 
fashionable seaside resort of Punta del 
Este area status symbol in Buenos Aires. 
Argentines have also deposited large 
sums with foreign banks in Montevideo. 
But the really big Argentine money heads 
for the United States. Even as the govern- 
ment in Buenos Aires was announcing it 
could not pay its foreign debts in the 
middle of 1982, one of Argentina’s lead- 
ing property developers, the Macri 
group, was busy developing a $1 billion 
luxury. apartment complex at Lincoln 
West on Manhattan island. 

In 1981, another Latin American prop- 


erty developer, the then mayor of Mexico 


City, Mr Hank Gonzalez, had installed 
his family in a mock tudor mansion in 


Annual increase in 
Latin American 
private-sector assets 
abroad 








es increase in reserves. 


New Canaan, Connecticut, ¢ 
swimming pool,” stable: 


_ bath taps. It-was value 


agent at over $ 
bought less exotic Am 
1981, Mexican’ oil 
turned up ‘at Texas 
Suitcases of cash to. 
Mexican govern 

that, in total, Mexica 
billion-worth of property 
States, and have: are 


American banks. AES oe 

Estimates like this suggest that the 
figures in the chart are too low. They 
probably are, since capital flight from 
Argentina, Mexico and Venezuela was so 
easy before exchange controls were im 
posed in Mexico in mid-1982 and in 
Venezuela and Argentina in 1983. Othe 
forms of “disguised” capital flight not 
picked up by the figures have probabl 
also been significant—including the un- 
der-invoicing of exports, with the balance 
deposited in a foreign bank account. 

‘In addition, some Latin American ex 
ports are never recorded at all—notabl 
drugs. American government. statistics 
Suggest that Colombia's exports of co- 
caine and marijuana to the United States 
last year may have been worth around $2 
billion. Most of the proceeds of the drug 
trade are not repatriated. They find their 
way into Caribbean banks and, o 
laundered, back to the United States. 

Despite these drains, Latin America’s 
build-up of foreign assets is not by itself 
cause of its external débt problems. M 
countries have gross extern 











are roughly offset by their gross external 
assets. Latin America’s problem is that 
the income from its assets abroad is not 
repatriated. If the interest on Mexicans’ 
estimated $20 billion in American bank 
accounts had been brought home last 
year, it would have paid for over 10% of 
the country’s debt-servicing bill. 

The BIS annual report says that capital 
outflows from Latin America slowed to a 
trickle in 1983. More realistic exchange- 
rate and interest-rate policies helped. 
However, much of the slowdown may be 
explained by a diversion of flight capital 
into such disguised channels as tampering 
with trade receipts. Nothing suggests that 
rich Latins are yet prepared to bring their 
cash back home. 


Minet 


Buying off trouble 


Over 1,100 “names”—ie, wealthy indi- 
viduals who back the market with their 
money—at Lloyd’s of London are being 
asked to sign away their rights to sue 
Minet Holdings, one of Lloyd’s biggest 
brokers, and its managing agencies. Some 
former directors are alleged to have mis- 
appropriated £38.9m ($54m) rightfully 
belonging to the names. It is an offer 
which some will find hard to refuse, but 
resist they should. There are enough at 
Lloyd’s with legal immunities, including 
the council, 

The names include Mr Colin Cowdrey, 
the former English cricket captain, Mr 
Adnan Khashoggi, the Middle Eastern 
middleman and the Duchess of Kent. 
They belonged to syndicates under the 
management of PCW (for Peter Camer- 
on-Webb) underwriting agencies, which 
were owned by Minet and theoretically 
looked after names’ interests at Lloyd’s. 
It is alleged that Mr Dixon, the chairman 
of the agencies, Mr Cameron-Webb and a 
handful of co-conspirators, syphoned off 
the cash through bogus reinsurance 
contracts. 

The unusual reinsurance involved 150 
offshore companies or trusts in seven 
countries. Much of the cash moved from 
London to Guernsey to the Isle of Man. 
Next stop Gibraltar and then Switzerland 
before returning to Gibraltar, which is 
where, after a 14-month investigation at a 
cost of £2.5m, Minet found what was left 
of it—roughly £26m. 

Many companies (some unwittingly) 
were dragged on to the merry-go-round. 
They included America’s Alexander and 
Alexander, whose takeover of (and sub- 
sequent investigation into) a Lloyd's bro- 
ker Alexander Howden discovered not 
only hanky-panky at Howden but also at 
Minet. All agree that the money in Gi- 
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braltar belongs to the Lloyd’s names; but 
it has taken four months of legal argy- 
bargy to unlock it. Agreement was finally 
reached on June 20th. 

Minet is offering to return to the names 
£39m (the difference between that and 
the £26m being made up by Alexander 
and Alexander and Minet) provided they 


Reed tops out 


5 


Banking’s most eagerly anticipated ap- 
pointment, the successor to Mr Walter 
Wriston as chairman and chief executive 
of Citibank, was announced this week. 
The biggest job in commercial banking is 
to go in September to Mr John Reed, a 
fresh-faced 45-year-old and one of the 
few Democrats to be found near the top 
of America’s biggest bank. 

Mr Reed’s star has been ascending 
ever since his consumer banking division 
at Citibank began to come good in 1982. 
Last year it turned in a net profit of 
$202m compared with a loss of $79m in 
1979. By contrast, his main rival, Mr 
Tom Theobald, was linked with Citi- 
corp’s big expansion into international 
lending—not at the moment the perfect 
ending to a curriculum vitae. 

In spite of a boyhood spent in Argenti- 
na and Brazil, Mr Reed's international 
experience is limited. Will he continue 
Mr Wriston’s tough line in negotiations 
with debtor countries? Any change of 
emphasis will cause a stir. Citibank is 
queen bee among Latin America’s credi- 
tor banks, chairing the bAnk advisory 
committees on Argentina, Brazil and 
Mexico. Those for whom the appoint- 
ment of Mr Reed marks the end of a 
rollicking good race can now put their 
bets on whether Mr Theobald will quit or 
stay on to serve under his rival. 



































sign away their legal rights. For many th 
temptation will be irresistible. They are 
still on PCW syndicates (now renamec 
Richard Beckett Underwriting Age 
cies), which have just reported underwrit 
ing losses of £38m, much of it on Ameri 
can asbestosis claims and liabilities arisin 
from the use of Agent Orange in th 
Vietnam war. One hapless name faces < 
bill of £233,000. But too many questio 
remain unanswered to allow names to 
bought off in this way. 

Minet says it will still pursue its civ 
actions against those former directors an¢ 
employees allegedly involved, but is n 
optimistic about the outcome. Mr Dixo 
is living in Marbella, Spain. Mr Cameron 
Webb is now domiciled in Switzerland but 
working on the fledgling reinsurance ex 
change in Miami, Florida. As for the rest 
Minet’s legal bill would be more than is 
could hope to recoup from them. 


Conrail 


All aboard 


NEW YORE 


Selling off nationalised industries is nc 
easier in America than in Britain. The 
American department of transportation) 
has received 13 bids in its auction = | 
Conrail, the publicly owned east-coas 
railway system formed from the wreckage’ 
of Penn Central and six other railway 
companies in 1976. Most of the bids are" 
worth more than $1 billion. 

An embarrassment of riches? Not ex- 
actly. Conrail’s boss, Mr Stanley Crane, 
does not want to sell to either of the twom 
big railway companies that are interested. 
Conrail’s workers want to own up to 40% 
of the railway themselves and to sell the» 
rest to the public. And congress must 
approve the sale, making it less likely that 
investors from outside the industry will be" 
allowed to buy. With so many conflicting. 
interests, the winner of the auction may 
not be known this vear. 

Among the 13 suitors are two large 
railway companies, Norfolk Southern and 
CSX, and a smaller firm called Guilford 
Transportation Industries, run by Mr 
Timothy Mellon of the rich Pittsburgh 
family. Norfolk Southern is offering $1 
billion in cash, but Conrail’s 39,000 work- 
ers are afraid that a merger with it would 
cost thousands of jobs. CSX wants Con- 
rail to be carved up among competing 
railway companies. The department of 
transportation, the ultimate arbiter of 
who gets the 85% of the shares owned by 
the government (the rest are held in trust 
for employees), is opposed to a break-up. 

Others keen on buying include Mr 
Willard Marriott of the Marriott hotel 
group, in harness with the acquisitive 
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BANCO DI NAPOLI 
_ SEZIONE PER LE OPERE PUBBLICH 


£75,000,000 


MEDIUM-TERM DEPOSIT FACILITY 










MANAGED AND PROVIDED BY 


‘CHASE MANHATTAN CAPITAL MARKETS GROUP 
THE DAI-ICHI KANGYO BANK, LIMITED 


‘THE MITSUI BANK, LIMITED 
THE INDUSTRIAL BANK OF JAPAN, LIMITED 
THE MITSUBISHI BANK, LIMITED 
THE BANK OF NOVA SCOTIA 
` MIDLAND BANK PLC 


GIROZENTRALE UND BANK DER ÖSTERREICHISCHEN 
SPARKASSEN AKTIENGESELLSCHAFT 


THE TOKAI BANK, LIMITED 
CENTRAL TRUSTEE SAVINGS BANK LIMITED 
COMMONWEALTH TRADING BANK OF AUSTRALIA 
“CREDIT COMMERCIAL DE FRANCE 


AND 


ASSOCIATED JAPANESE BANK (INTERNATIONAL) LIMITED 
BANCO DE BILBAO, S.A. 
BANK OF CHINA (LONDON BRANCH) 
THE CHUO TRUST AND BANKING COMPANY LIMITED 
THE HOKKAIDO TAKUSHOKU BANK, LIMITED 
THE KYOWA BANK, LTD. 
STATE BANK OF NEW SOUTH WALES 
IRISH BANK OF COMMERCE LIMITED 


AGENT: 
THE DAI-ICHI KANGYO BANK, LIMITED 


>. MAY 1984 
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( How to Make Offshore Manufacturing Pay 


No 171 published June 1984 ` 
Considers the options opén to firms: the merits of alternative locations, 
and cost determinants: Costs in ten major industrial countries are compared 


those in 25 developing or serhi-industrial ones. Price £100 or US$200 : 





Containers, Conferences and Competition 
No 170 published May 1984 


This report considers the future’ implications for the industry of the underlying : 


instability, the lack of profitability, and the increasing overcapacity in liner ship- 
ping. The factors behind these recent developments are identified and the im- 
plications for the future analysed in this sobering, but realistic appraisal of an 
industry in difficulty, Price £55 or US$110 





Microtechnology in Banking: an Overview 

No 169 published May 1984 

Draws primarily on.the UK-banking experience but also takes in the broader 
international scene. Examines the new electronic tools available and the extent to 
which the banks have responded to the opportunities they offer. It looks at the 
mechanics of new services and systems and how they may evolve. 

Price £55 or US$110 





Opec and the World Refining Crisis ` 

No 168 published May 1984 

In the Gulf and elsewhere, oil producing countries have been moving down- 

stream; and investing in large, modern, versatile refineries. Their impact upon 

the economics of refining in various parts of the world is analysed in this Report. 
_ Essential reading for those who need to understand the causes and conse- 

quences of the world refining crisis, and Opec’s role in it. Price £250 or US$500 


Art as Investment 1984 


No 167 published April 1984 

Is art as good an investment as shares? This report compares the rformance of 
thirteen art categories with the increases in the Dow Jones and Financial Times 
indices, with earnings taken into account, between 1959 and 1983. : 

Price £45 or US$90° 





{ Republic of Ireland: Economic Prospects 1984-88 
| Na 166 published April 1984 ; ‘ 
Looks at the government's efforts to restore this once dynamic economy and the 


consequences of its actions. In particular, examines the prospects for export 
growth, the likely direct benefits to the economy of varying oil flows and the 
ospects of the Republic remaining competitive as an investment location. 


Price £85 or US$170 





Creating Jobs in Europe: How Local Initiatives Work 
No 165 published April 1984 
Argues that governments have not done enough and that local resources could be 


used much more than they are to create jobs in a cost effective way. Above allit ff 
points to the need for constructive cooperation between public and private ff 


| sectors. Price £30 or. US860 
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Putting Videoto Work: 

A New Medium: A New Industry 

No 163 published March 1984 f 
With the user strongly in mind this report explains in detail what canbe done with 
video in the-work. place, in corporate communications, training, marketing and 
education; what is now, or soon will be, technically. possible; the services avail- 
able; the programs to buy; the hardware range. Price £75 or US$150 





Thailand: Prospects and Policies for the Future 
No 161 published February 1984 
Evaluates the prospects tor this fundamentally stable, sound and fast growing 


economy over the next five years against a realistic assessment of the political 
background.and earlier economic performance. P £65 or USS1I30 : 





The Japanese Car Industry: Where Now in the 1980s? 
No 160 published January 1984 

The Japanese motor industry is at a crossroads; which way will it go? This report 
examines current and future issues which are expected to be instrumental in 
shaping the structure and development of the industry up to 1990, (Commercial 
vehicles are not covered, ) Price £60 or US$120 





Egypt in the 1980s: The Challenge 


No 158 published January 1984 i 
Presents a detailed, reasoned and systematic critique of the current develop- 
ment plan and-of the country's economic prospects. There is detailed analysis of 


the past performance and future potential of each of the main sectors of the a 


economy. Price £75 or US$150 


World Textile Trade and Production 

No152 piblished November 1983 

The rapid growth rate of the textile and clothing industry over the last three 
decades is:slowing and is likely to slow further in the period to 1990. This report 
looks at the pattern which is likely to emerge over the next twenty years and 
gives detailed analysis of production and consumption trends. 

Price £60 or US$120 





Coal in Australia: Prospects to 1990 


No 149 published September 1983 , 
Looks at the economies of steam and coking coal production in Australia in the 
tight of the current world glut, In-the context of fiscal and legal regulations it 
examines the industry's cost structures and development plans to forecast likely 
trends in production and exports to 1990. Price £120 or US$240 





The USA and the UK on Holiday: Patterns, 
Determinants, Trends and Implications 

No 148 published July 1983 bef its 
Identifies and examines factors influeneitig holiday travel and appraises the future 
scale, structure and characteristics of demand. Looking forward to the 1990s, 
the report suggests that the increase in holiday activity will outstrip rates of 
economic growth (barring major political upheaval). Price £75 or US$ISO 
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<irby, was on the board of Penn Central 
refore it collapsed): 

Conrail is big—it has routes stretching 
‘or 14,200 miles and a near-monopoly on 
ail traffic. around New York City—and, 
since 1981, profitable. Last year it earned 
$313m. on sales of $3.1 billion andis 
axpected.to.make.$400m this year. But 
n up operating losses of $2.1 
rit was bailed out. It “owes” 
illion to the government and almost 
$1 billion to its suppliers. The transporta- 
tion department will probably waive Con- 
rail’s $3.1 billion debt, but the buyer will 
jave to give up the $2.1 billion of losses 
which would otherwise be offset against 
tax on future earnings. 

The department is wary of a leveraged 
buyout or public. offering. A buy-out 
could eventually drive Conrail back into 
the. government’s arms: many bankers 
reckon buy-outs will be the first casualties 
of lower economic growth and high inter- 
est rates. So Conrail’s workers have over- 
hauled their plan for a buy-out in favour 
of offering a majority of the shares to the 
public. But the transportation depart- 
ment fears a public issue of shares could 
hand control of Conrail to investors who 
prefer a quick return to running a railway. 
Even in private hands, officials want 
Conrail to be a public service. 
















Eurobonds 


Withholding not 
withstanding 


The longer America takes to repeal its 30% 
withholding tax on income paid to foreign 
bondholders, the less the market thinks it 
matters. Last week, the rumour that 
congress was near to a decision on the 
controversial clause in its tax reform bill 
caused a small financial flutter. Foreign 
investors bought American government 
securities in the hope that they would soon 
be tax-exempt. This week, the. meeting of 
lawmakers. provoked hardly a flicker, 
though news on Wednesday, June 20th, of 
faster-than-expected gdp growthin Ameri- 
‘ca caused bond prices to wilt. 

-Are investors right to be bored with the 
hallábaloo over America’s withholding 
tax?. Conventional wisdom says that if 
Americans ditch their withholding tax 
(plus. a few other irritants like insisting 
that investors say who they are) a signifi- 
cant chunk of Euro-investment will move 
to New York. 

-< American treasury officials would like 
that. Financing a federal budgeting deficit 
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of some $190 billion in the current fiscal 
year is straining America’s savings at a 
time when private demand on the credit 
market has multiplied. Foreign investors 
are already big buyers of America’s 
debts. In 1983, some $168.9 billion of 
American government securities was held 
by foreigners, three times more than in 
1973. American investment banks would 
like more business to move to New York. 
Though four of them were among the top 
dozen Eurobond lead managers last year, 
none was higher than Morgan Stanley (in 
fourth place). Some London-based mer- 
chant bank offshoots of American com- 
mercial banks are not so keen. America’s 
Glass-Steagall Act, which bans commer- 
cial banks from underwriting securities, 
could make it difficult for them to do 
business in New York. 

Europe’s Eurobond hardballers like 
the hybrid Credit Suisse-First Boston (top 
of most Eurobond league tables last 
year), West Germany's Deutsche Bank 
and Britains S. G. Warburg are the 
crossest of all. They see the attempt to 
turn them from lead managers into hum- 
ble underwriter/sellers as the latest in a 
series of simmering semi-conflicts with 
American investment houses abroad. 
There are veiled threats that European 
banks will refuse to buy American issues 
for their portfolio accounts unless they 
get a better deal. 

Most American corporations are indif- 
ferent. Some corporate borrowers, who 
have been saving 1-1} percentage points 
in the Euromarkets and, until recently, 
getting money more cheaply abroad than 
their government (see chart), will find 
that America now has the edge on price, 
if not on paperwork, Bankers say such 
blue chips as IBM are still likely to 
borrow more cheaply in the Euromar- 
kets. But American. companies raised 





Yields meet, borrowers retreat 
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only $6 billion in Eurobonds. la 
about half as much as the year 
about 11% of what they ra 
bond markets at home. 
Few bankers or busines 


80% of it. But they expec mf ort: 
adjustments at the margin in 
volume. The Eurobond. ma 
grown tenfold in 10 years in part 
issuers have succeeded in dreaming 
new and clever instruments ‘to ‘tem 
investors. This week’s $100m 12-yea 
floating-rate note from France’s Credit 
d’Equipement des Petites et Moyennes 
Entreprises, which cut the French gov 
ernment-guaranteed agency's. borrowing 
cost to 0.5 percentage. points under the . 
London Interbank Offered. Rate:(Libor) 
by offering investors three exchange-rate 
gambles, is the latest in the series, 

Similar predictions of the Eurobond - 
market's demise when America disman- 
tled earlier barriers to its capital markets 
(the interest equalisation tax..and the 
office of foreign direct investment) 
proved false. Some American corpora- ` 
tions went home, but the Eurobond mar- 
ket kept on growing. New borrowers like 
the World Bank and the Japanese (who 
by 1983 had become the biggest users of 
the market), took up the slack. 


Enterprise Oil 


Reserve judgment | 


The City of London this. week got. a 
chance to. give its verdict on. the: asse 
shuffling talents of Mr Peter W. 
secretary of state for energy: Ente 
Oil, the brand new oil company cr 





tes and. scarcer 
bank funds make little difference : 
four biggest sarakin. These—called Take- 
fuji, Promise; Acom and Lake—already 
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jë T oilfields 
the British Gas Cor- 
poration, was ed for sale-at a. mini- 
m tender price of 185p a share. The 
closing date for offers is Wednesday, June 
27th. After peeking at the prospectus, 
y pundits were impressed. Most reck- 
the government should get a premium 
over the minimum tender price. 
At 185p a share, Enterprise has a 
market capitalisation of £392m—some- 
what: below the -£400m-470m price tag 
City analysts have been putting on it. 
With forecast 1984 post-tax profits of 
£47m, the p/e ratio of 8.3 compares 
favourably to other British oil exploration 
and production firms—eg, Britoil (with a 
historic p/e of 7.9) and Tricentrol (with 
8.3). Some investors, might grumble a bit 
about the prospective yield which, at 
-5.4%_on the minimum price, is below the 
ids of 6% or so offered by rivals. 
e- government will hold a special 
‘which can block any takeover for 
four years (or longer if the secretary of 
State for energy should decide to extend 
the special share’s life). Production from 
the five commercial North Sea oilfields 
Enterprise inherited from British Gas will 
peak in 1985, and decline fairly rapidly 
thereafter (see table). 
he management will have to hustle to 
find new: oil reserves and production. 
Ithough Enterprise inherited British 
as’s stake in'11 fields where oil has been 
discovered, and in 14 unexplored fields 
which it thinks might be worth drilling, oil 
lysts-yawn over these exploration and 
levelopment prospects. 
_ The company. is well equipped for a 
search for new oil: the government has 
it free of debt and its existing produc- 
tion: will: provide an ample cash flow to 
acquire stakes in.new developments. The 
North Sea tax regime instituted in the 
1983 budget allows it to write off over 
80% of its exploration expenses against 
© taxes on existing production. But cash 
-does not guarantee success in the oil 
world. Although many have good individ- 
ual track records, Enterprise’s executives 
have to show they can work asa team: 
So far, Enterprise has only had time to 
buy three new stakes in North Sea: explo- 
ration consortia. It plans many more, 















































of 73% (to be reduced to 40% by 1988), 
‘and empowers the ministry and: local. 





Enterprise is a popular partner for the 
ninth round of British North Sea explora- 
tion licences, due to be concluded early 
next year. It now has tentative agree- 
ments with seven exploration consortia. 
Enterprise is also hoping to spread be- 
yond the North Sea. Its chief executive, 
Mr Graham Hearne, is eager to buy into 
America—although he had mixed success 
there when he was head of Tricentrol. 


Japanese sarakin 


The hunting of the 
shark 





TOKYO 


A Japanese financial institution is in trou- 
ble and Japan’s finance ministry can 
scarcely disguise its glee. Yatagai Credit, 
which failed to repay a Y400m promissory 
note and is now struggling to meet its 
bills, is the fifth biggest of the country’s 
sarakin, the loan sharks held responsible 
by the police for 813 suicides in the 
second half of 1983. To the finance minis- 
try, Yatagai’s struggle is proof that its 
measures to control sarakin are working. 
The sarakin are consumer loan compa- 
nies that lend to private individuals at 
usurious rates of interest—until last year, 
often at over 100% per annum. Some of 
them have used rough tactics to enforce 
repayment. Their customers are unable 
to get loans elsewhere, because commer- 
cial banks are reluctant to increase their 
personal lending. In 1982, the sarakin 
made 27% of all new consumer loans. 
Last year, rising suicide rates prompted 
the finance ministry to crack down. First, 
it wrote to Japanese banks suggesting that 
they cut their lending to sarakin (though 
no letters dropped on the desks of foreign 
banks, which supply about a quarter of 


the sarakins’ funds). Then a new law. 


came into operation on November ist 


which requires all sarakin to register with 


the ministry, sets a maximum interest rate 


governments to inspect lenders. So: far, 


-21,000 sarakin have registered, and the | 


ministry expects another 20,000 to do so 


Eight months to 31-12-83 Year to 31-12-84 (forecast) lend at average rates of about 40%. They 
£m £m have big retail branches, and even auto- 

B24 mated teller machines. The biggest, Ta- 

30.8 kefuji, had outstanding’loans of Y361.5 

14.53p billion at the end of 1983 and made a net 


profit of Y6.4 billion in the year. 

Below the top four, unfortunately, 
come many less scrupulous lenders, 
whose funds: are now drying up. This 
week, Yatagai made a desperate bid'to 
raise money by offering six-month high 
interest bonds to its employees. A small 
mutual bank, Tokuyo Sogo Bank, which 
has lent Yatagai Y3 billion, is hoping that 
the sarakin does not go under. : 

Consumer finance is a booming busi- 
ness in Japan, growing by around 15-18% 
per year. Total outstanding credit, Y209 
trillion is now 10 times as big as in Britain, 
according to the London brokers Grieve- 
son Grant. Apart from the sarakin, the 
fastest growing firms have been the shim- 
pan, credit card companies which sign up 
chains of retailers.and provide them with 
in-store credit facilities. On July 1st a new 
shimpan will be formed by a merger of 
Maruko and Asahi Credit, an affiliate of 
the Daiei supermarket group; Maruko 
will offer its “orange card’ to the 3m 
Japanese who shop at Daiei every day, 
and eventually to other shops. 

Japanese commercial banks have al- 
ways been shy lenders to anybody except 
business firms. Getting a personal loan 
from a bank in Japan is a tough job. To 
draw more business away from the sara- 
kin, the finance ministry’wants the banks 
to lend more. This week, small credit 
associations and labour co-operatives 
were allowed to start consumer lending 
for the first time. The finance ministry is 

“recommending” that commercial bank 
get more active in a the business. 


















ra sarakin? 
sumer finance, new loans | 
1982 
Total: 
¥26 349 bn 







1977 
Total: 
¥ 13,081 bn 








As % of total 


v 
in-store credit - 
of which: 


79 
. ks Shimpans J” 

















“Bank credit card 
companies — 2-48 


Source: Grieveson g Grant i 








Tae Tee 
Sii 


CIENCE AND TECHNOLOGY 


Whis generation of lepers 
ould be the last 


t last, an effective vaccine against lepro- 
fw looks on the cards—and not before 
me. Existing anti-leprosy drugs have not 
nly failed to wipe out the disease. 
"orse, in some parts of the world, lepro- 
™ is actually on the march again. Obvi- 
Basly, the cost of immunising the enor- 
wous number of people at risk would be 
~rmidable, yet the rewards could be 
Muge. Leprosy has no natural host except 
jean. Thus a really effective vaccine could 
radicate this ancient and terrible disease 
fence and for all, 

The odd thing about leprosy is that only 

fifth or so of those infected develop any 
en of infection. What is more, those 

ho do represent a clinical spectrum, 
inging from a relatively mild (“‘tubercu- 
pid”) version to a truly horrific (“‘lepro- 
featous”) form in which the bacteria 
fultiply inexorably in nerves and within 
jae skin’s cells. 

Scientists have long realised that these 
lifferences result from the way the body’s 
mmune system responds to the bacteria. 
1 patients with tuberculoid leprosy, spe- 
‘alised scavenger cells, called “phago- 
ptes”, engulf the bacteria and eventually 
figest them. But in lepromatous victims, 
ke bacteria remain undigested and multi- 
ty inside the phagocytes as readily as 
utside. 

Clearly, lepromatous patients have a 
law in their immune defence system. It is 
ot that their phagocytes are defective; 
hey can respond perfectly well to the 
losely related tuberculosis bacterium. It 
2ems, in this case, that the leprosy bacte- 
um has evolved an ingenious way of 
doling the immune system—by signalling 
ò regulatory cells which prevent the 
hagocytes from digesting the bacteria. 

The key mechanism in this process has 
cently been pinpointed by Dr Barry 
loom and his colleagues at the Albert 
instein School of Medicine in New 
‘ork. It is almost certainly a fatty mole- 
ile with three sugar partners attached to 
, which forms part of the leprosy bacter- 
im’s surface. The proof of the pudding is 
tat, when this molecule is added to white 
lood cells from lepromatous patients, 
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Li * ale 
Blame the sugary coating 


the cells then suppress the response of 
other “helper” cells which normally 
switch on the phagocytes. However, no 
suppression is seen when the molecule is 
added to white blood cells from tubercu- 
loid patients or normal donors. Even 
more intriguingly, the New York group 
has shown it is the sugars that switch on 
the “suppressor” cells. No sugary coating 
and the suppression disappears. 

The World Health Organisation is sup- 
porting a research drive to develop a 
vaccine against leprosy. But the trick 
played by the leprosy bacterium on the 
immune system would imply that a vac- 
cine should not be much of a help to those 
who need it most. After all, a vaccine 
works because the immune system has a 
memory: once the cells that recognise a 
particular shape on the surface of a for- 
eign invader have been activated, they 
are primed to spring into action quickly 
and effectively the next time they meet 
that shape. Traditional vaccines prime 
the system with appropriately-shaped 
bacteria or viruses but which are no 
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longer virulent—because they have been 
either killed or mutated to a harmless 
variety. So why, in the minority suscepti- 
ble to lepromatous leprosy, shouldn’t a 
vaccine’s molecular shape also activate 
the suppressor cells—and so prevent the 
dangerous bacteria from being de- 
stroyed? After all, suppressor cells have 
memories, too. 

Against all the odds, the result of the 
first trials of the leprosy vaccine are much 
better than pessimists feared. The scien- 
tists seem to have outwitted the leprosy 
bacterium by bypassing the suppressor 
cells altogether—using a combination of 
killed leprosy bacteria and a live, but 
harmless, mutant of the tuberculosis bac- 
terium (BCG) routinely used to vaccinate 
against TB. 

There are a number of good reasons for 
including BCG. Since the tuberculosis 
bacterium and the leprosy bacterium are 
closely related, their shapes are similar. 
And live bacteria (if safe) are always 
preferable to dead versions because they 
remain longer in the body and migrate to 
the same tissues as their virulent rela- 
tions. So one would expect BCG to help 
the majority of people who have effective 
immune responses against leprosy—but 
surprisingly it helps lepromatous patients 
as well. 

Field work in Venezuela has been most 
encouraging. When lepromatous leprosy 
patients were given the vaccine, their 
phagocytes—which had been completely 
unaware of the bacteria multiplying in 
their midst—suddenly woke up and start- 
ed to digest the harmful bacteria. If these 
preliminary results hold up, a leprosy 
vaccine could become a real possibility. 
There is, of course, no way of knowing 
yet whether it will be possible to provide 
long-lasting immunity for those most at 
risk. For the first time, however, there 
are grounds for hope that this generation 
of lepers could be the last. 


Software 
More scientific 


After the office, the laboratory. .. So 
think an increasing number of bright little 
software companies in America that sell 
off-the-shelf programmes to make person- 
al computers do clever things. Fortunes 
have been made on the back of ingenious 
pieces of standard software that turn a 
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personal computer into, say, a powerful 
word-processor to churn out business let- 
ters, memos and reports or simulate end- 
lessly different business strategies, or con- 
vert sales figures into coloured charts. 

Success in the business has come 
through the proliferation of desk-top 
computers costing less than $3,000 in 
homes and offices of individuals who have 
no desire (let alone ability) to code all the 
fiendishly tricky instructions needed to 
make their machines do useful things. 
Thanks to the 3m personal computers 
now in America, the 2m in Europe and 
the 2m more scattered around the globe, 
applications programmes like WordStar, 
VisiCalc or dBase II have sold like hot 
cakes for $200 to $500 a copy. Sales of 
business software for personal comput- 
ers, totalling $500m in 1981, are expected 
to be $4.6 billion by 1986. 

Striking it rich in the crowded office 
software business, however, is becoming 
increasingly tough. Hence the search for 
new markets. So far, scientists and engi- 
neers have been largely ignored by small 
software firms specialising in standard 
programmes for personal computers. For 
good reason. Laboratory professionals 
are usually fluent enough in computer 
languages like Basic, Fortran or Pascal to 
be able to tinker with their organisation’s 
software when necessary. Also, they usu- 
ally have access to powerful super-mini- 
computers or even bigger mainframe ma- 
chines bought for specific purposes along 
with most of the software needed. 

This, however, is changing—for two 
reasons. First, personal computers have 
lately become almost as cheap as termi- 
nals that feed processing power on to the 
laboratory bench from a big computer 
installation down the hall. Though they 
cannot replace huge number-crunchers, 
personal computers can mimic terminals 
and do much more besides—like prepar- 
ing data for input into a mainframe com- 
puter, or cleaning up the output material 
for clearer presentation. 

Second, scientific productivity has be- 
come a bigger headache than ever—as 
much because of manpower shortages as 
rising labour costs. Surveys show that 
researchers spend about 25% of their 
time analysing data. Up to 40% of this 
time—especially that spent doing regres- 
sion analysis and drawing graphs—could 
be saved by using standard software pack- 
ages running on small personal comput- 
ers. Overall, a programme costing no 
more than, say, $500 could save 10% of a 
researcher’s time—an annual $10,000 a 
year (including overheads) for each lab- 
oratory professional involved. 

The best of the new scientific software 
coming on the market offers: 

@ Integration. Following in the tracks of 
the latest business software for personal 


an 





computers, scientific packages like RS/1 
from Bolt Beranek and Newman of Cam- 
bridge, Massachusetts, can collect infor- 
mation together by interrogating outside 
databases, analyse it, draw graphs and 
merge the lot into text—all without hav- 
ing to swap programmes or go through all 
the awkward procedures again for laying 
out the data on the page (reformatting). 
@ Graphical wizardry. Most scientific 
packages will plot algebraic and trigono- 
metrical equations automatically. Some 
now also test the data to be plotted first, 
to see what statistical refinement method 
should be used. They then turn tables of 
crude data into pie or bar charts or three- 
dimensional graphs, deciding automati- 
cally on what scales (linear, logarithmic, 
etc) to use for the axes, what colours to 
assign to the various curves and what 
annotation to include for explanation. 

@ Software portability. Ideally, off-the- 
shelf programmes for the laboratory (like 
the office) should run on as wide a range 
of personal computers as possible. In 


Conservation 


practice, this means one package for thi 
IBM-PC and its workalikes, another fo 
the Apple family, plus all manner € 
variants for more powerful personal com 
puters from Hewlett-Packard, Texas In 
struments, Tandy and Digital Equip 
ment. However, future offerings am 
expected to be “portable” enough to run 
if not on all personal computer species, € 
least also on some of the bigger supes 
minis like Digital Equipment’s ubiquitou 
Vax—to give laboratory users access t 
expensive facilities like large-format plot 
ters and central databases. 

Apart from freeing researchers at th 
bench from time-consuming chores, sci 
entific software should also offer sizeabl 
benefits to data processing department 
as well. Using a personal computer wit 
packaged software ought to eliminat 
many of the one-off programming task 
data processing staff routinely have t 
write. This alone, believes Bolt Berane 
and Newman, could save a typical ré 
search laboratory over $40,000 a year. 





Whale of a tale 


This week’s meeting of the International 
Whaling Commission (IWC) in Buenos 
Aires may be its last chance to manage, 
rather than extinguish, the great whales. 
From the 1985-86 Antarctic summer, 
commercial whaling will cease altogether, 
unless Japan, Norway and Russia contin- 
ue to object. In the Antarctic, whaling 
will’ go out with a whimper: only one 
species, the minke whale, is still taken. 
And, true to form, it now looks as if the 
IWC has been overestimating minke 
stocks. The number of minke whales that 


One | miscalculation 


can be culled without causing stocks t 
decline further will probably have to b 
reduced next season by as much as 40%. 

The history of whaling has two monotc 
nous themes: greed and miscalculatior 
Whalers have gradually got through th 
species that live in the Antarctic, startin 
with humpbacks and blue whales, endin 
with fin whales and sei whales. Now onl 
the smallest one, the minke whale, | 
taken. (At 28 feet long, a typical minke | 
dwarfed by a typical blue whale, 65 fee 
long and many times heavier.) Yet, sinc 
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Does advanced technology improve the 
quality of competition in a yacht race, or 
does it give too much of an advantage to 
those who can splash outon expensive 


single-handed transatlantic race, the de- 
bate was fairly evenly balanced between 
those believing competition should test 
seamanship and those favouring all man- 
ner of navigation aids. 

Not any more. Technology now man- 
ages both, The electronic equipment on 


crest Seaway, can steer the boat precise- 
ly to the wind, even though it is continu- 
ously shifting by a mere five degrees or 
so. This allows the helmsman to combine 
traditional’ skills with the power of 
electronics. 

_ This wind-following ability is a tech- 
nique developed by the British maritime 
electronics firm, Travacrest. The signal 
processing in Travacrest’s “Seaway” sys- 
tem is done by a central microcomputer 


1974, the IWC has explicitly calculated 
the quotas according to the theory of 
“maximum sustainable yield” (MSY): the 
population level at which the greatest 
number of whales can be taken each year 
im perpetuity. Why has it been so hard for 
the IWC to get its figures right? 
The main problem is faulty assump- 
. tions. This is not the work of lying scien- 
tists; simply that census data have huge 
margins of error (which the IWC has to 
ignore) and that the error has been on the 
side of overestimating stocks. For in- 
stance, the rate at which whalers were 
“catching whales, was for a long time used 
to estimate populations. That has two 
flaws. When whales are common, whalers 
waste much. of the day.dealing with the 
whales they catch; when whales are rare, 
the ships spend. a higher proportion of 
‘their time looking for them—and so find 
proportionately more. Worse, new tech- 
~ nologies (such as echo-sounders) which 
improved catch rates dramatically when 
introduced were not promptly owned up 
to by the whaling nations. So an improv- 
ing catch rate was interpreted as an in- 
creasing population: 
Certain aspects of demography can be 
inferred from corpses. Inside the whale’s 
ear is a waxy plug of uncertain function. 


the plug, but with seasonal fluctuations in 
/rate. So the plug has a series of annual 
rings like a-tree trunk; from: which the 
whale’s growth rate can be measured. As 
soon as the whale begins to breed, its 


closer together. 
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Technology rules the waves 


instruments? Until this year’s Observer 


two of the most interesting yachts in this 
year’s race, Elf Aquitaine and Trava- 


As the whale and its.ear grow, so too does ` 


growth rate drops and the rings become _ 


At a meeting of the IWC in Cambridge 


instead of separate microprocessors used 
in other equipment. This allows it to use 
software more flexibly, driving display 
instruments, interacting with satellite 
and Loran navigation systems, replacing 
the standard autopilot and providing 
tactical navigation instructions. 

Despite its complexity, such a system 
is surprisingly cheap. Bought separately, 
a solid-state compass, wind instruments, 
logs, depth sounder and autopilot would 
cost at least £3,000 in Britain. Seaway 
costs £1,900, To save money, Mr Mike 
Russell, who designed the system and 
heads Travacrest, uses standard sensors 
wherever possible, with proprietary ones 
for the trickier tasks. 

The main controller in the cockpit is a 
waterproof unit with a three-digit dis- 
play, and a nine-digit keypad which 
allows the yachtsman to select the data 
he wants displayed—eg, boat speed, true 
wind speed, velocity-made-good (ie, the 
real speed and direction of the boat 
rather than the relative values shown on 


last year, though, scientists admitted that 
they are much less confident than they 
were about the validity of these measure- 
ments. They depend on too many unpre- 
dictables—not least the identity of the 
person taking the measurement. But 
MSY again needs these data and needs 
them accurate. 

So much for practical -difficulties. 
There are theoretical reasons why, even if 
counts: and demography are accurate, 
MSY is a slippery concept. A population 
is more productive when rare—but not 
too rare-—because there is more food to 
go round and animals grow faster, breed 
earlier and have more young. For exam- 
ple, fin whales were heavily harvested 
between about 1930 and 1970. As a 
result, the average age at which female fin 
whales began breeding (if you believe the 
statistics) fell from eight. to three years 
and the proportion that were. pregnant 
when caught rose from 30% to 60%. 
Productivity was improved by rarity. 

Calculating MSY gets considerably 
more difficult when one-adds other spe- 
cies into the equation—particularly com- 
petitors and predators. Dr John Bedding- 
ton of Britain’s York University and 
others have been trying to work out the 
ideal way of exploiting the relatively 
simple ecosystem of the Antarctic Ocean. 
The tiny floating creatures that make up 


the plankton use sunlight; krill (small 
shrimps) eat the plankton; whales, seals, 


birds, squid and fish eat the krill. Not 
much else goes on there. Best. bet fot 
whalers: let nature do the work of gather- 


ing the krill into neat, rich packages : 
called whales and then harvest them. 


steer when it tacks. Three 
allow the yachtsman to set a desired 
‘compass course, or free the rudder and 











the instruments), depth, heading and the 
compass course the boat will be able to... 
other keys. - 





slew the boat to right or left to achieve 
the fastest sailing. 

A further five keys do the job of a 
conventional autopilot, but with one 
important addition which Travacrest 
calls the “wind-mode". This is the wind- 
following ability so. important to single- 
handed sailors. The Intel 8085-based 
computer continually averages the 
changes that have taken place over the 
past minute in both wind. direction and 
rudder angle—-and so keeps the boat 
sailing at the correct angle to the wind 
and at the highest possible speed. This 
allows the yachtsman.to concentrate on 
setting the sails to extract the last ounce 
of puff from the prevailing winds. 

It is precisely this that many believe — 
allowed the heavy Travacrest Seaway, ~ 
sailed by Britain’s Peter Phillips, to get 
so far ahead of the lighter and faster 
French yachts before becoming be- 
calmed in this year’s transatlantic race. 


The trouble is that other animals li 
krill, too. Before whaling started, sor 
190m tons of krill were eaten by whale: 
year; now 43m tons are. Some of the rc 

“goes down other gullets. Thus, as t 
great whales (eg, blue, fin, humpback a 
sei) were eliminated by whalers, so t 
population of smaller whales (eg, mink 
as well as those of seals, penguins, sqi 
and fish expanded. Minke whale numb 
may have gone up by nearly a th 
between 1960 and 1980 when they, t 
started tobe taken in large numbe 
Crabeater seals now breed at two to thi 
years of age; before 1950, they bred 
four to five years. So one effect of wt 
ing has been to divert energy from af 
valuable, harvestable whales to many | 
valuable seals and still more. usel 
penguins... os 

Nor is that all. Krill are eaten by sqi 
which are the food of sperm whales. ” 
more sperm whales you take, the m 
squid survive. And squid-are among 

; most important predators: of krill, tak 
about 100m tons a year. More squid 
more krill. So, whereas. killing t 
whales increases the number of k 
killing sperm whales reduces it. 

At this stage, MSY begins to bu 
under the mathematical strain. Yet th 
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ove makes the Joycean world go round 


oyce the great unifier? 


The word ‘love’ occurs in ‘Ulysses’ only 
9 times,” a Yale scholar reminded the 
iternational symposium on James Joyce 
eld in Frankfurt last week. “Not any 
yore,” corrected Mr Hans Walter Gabler 
f the University of Munich. His retort 
eminded the 400 card-carrying Joyceans, 
t what is now the ninth of these meet- 
igs, that their sacred text has changed. 

Professor Gabler’s critical edition of 
he novel that changed the course of 
nodern literature (and French philoso- 
ihy, to judge from the roster at Frank- 
urt) was published on Bloomsday—June 
6th.* It was the 80th anniversary of the 
lay in 1904 which Joyce immortalised in 
he wanderings of an ordinary, alienated 
nan—a Dublin Jew, Leopold Bloom, 
Ulysses—a Critical and Synoptic Edition. 
ians Walter Gabler, editor, New York: Gar- 
and Press. 1,919 pages. $200. 
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The publicity given to the 5,000 errors the 
new edition corrects in the original 1922 
text has ensured that Garland, the New 
York publishing house, will regret print- 
ing only 2,000 copies. 

The three volumes of the new “Ulys- 
ses” were prepared by computer-aided 
comparisons of various versions of the 
text as it came and went. Joyce kept 
adding to the text—100,000 words 
scratched into the margins of the proofs. 

The French printers added embellish- 
ments. So did the typists, who also sub- 
tracted. The major retrieval in the new 
edition consists of five lines omitted by 
one of its typists (not the British typist 
whose husband threw pages of the manu- 
script into the fire for using words that 
have yet to appear in The Economist). 

The new lines offer grounds for reinter- 
preting the meaning of the book. In what 
has been the standard version, Stephen 
Dedalus, in the climactic “Circe” epi- 
sode, confronts the ghost of his dead 
mother and asks her to tell him “the word 
known to all men”. She does not, and 
although he is a smart-aleck young artist 
who knows everything, he has to do 
without this information from beyond the 
grave. 

In the new version (which Joyce lovers 
will not necessarily find an improve- 
ment), Stephen knows the answer al- 
ready; an earlier chapter shows him, in 
the lines that fell to the typist’s floor, 
murmuring: “Love, yes. Word known to 
all men.” When he asks his mother to say 
it, therefore, it is a challenge and her 
refusal to acknowledge it shows that, 
even in death, she cannot supply what she 
withheld from him in his life. 

There was little love at the ceremony 
celebrating the publication. Barbs flew in 
all directions. The writer’s grandson, Mr 
Stephen Joyce of the OECD in Paris, 
used the occasion to condemn the “intol- 
erable, shameless” publication of erotic 
letters Joyce had written to his wife and 
“never meant for the public eye”. 

Mr Richard Ellmann of New College, 
Oxford, a leading Joyce scholar and biog- 
rapher, who edited the controversial let- 
ters, ignored this reproof. In his presenta- 
tion address, he attacked his rival Joycean 
interpreter, Mr Hugh Kenner of Johns 
Hopkins University. While he himself 
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had declared in 1972 that the word known 
to all men was love, Professor Kenner 
had suggested that it was “death”. ` 

Mr Ellmann was seen, not as indulging 
in a petty word battle with an academic 
rival but as using the newfound “love” to 
reassert his view that “Ulysses” is an 
affirmation of love in a world of hate and 
violence and that critics who suggest that 
it is a cold, misanthropic work are wrong. 

However, the James Joyce Foundation 
swifly righted the balance by presenting 
its first medal for service in the interpreta- 
tion of Joyce to Mr Kenner. Joyce, some- 
body observed, is the great unifier. Schol- 
ars now have two years to enter their 
comments on the revised text before the 
standard trade edition is published. 

Professor Gabler is slightly dismayed at 
the attention given to the additions and 
corrections. These appear only on the 
right-hand pages of his new edition, 
which is really two in one. On the left- 
hand side appears a “Ulysses” with all the 
alternative words and phrases that Joyce 
discarded as he made his way toward the 
final text. The left-hand side, according to 
Mr Gabler, is the more important. It 
shows, in keeping with modern critical 
theory, that there is no one “text’’, just as 
there is no one “meaning”. A text is a 
process, not a product, and continues 
over time, slipping and sliding out of the 
grip of the various interpretations thrust 
upon it. The number of new possibilities 
germinating in his scholarly tour de force 
ensures that “Ulysses” is still unfinished. 


Man into Fox 


ZANUCK: The Rise and Fall of 
Hollywood's Last Tycoon 

By Leonard Mosley. 

Little, Brown. 424 pages. $19.95. 


Most Hollywood whizz kids have been 
tall, Jewish and tolerably literate. Darryl 
F. Zanuck was none of those things. 
Barely five foot six, he was the most 
successful Gentile in town, but even his 
friends would admit that he could hardly 
spell cat. 

This racy biography captures Zanuck 
well. Dynamic and cocksure, he was the 
best ideas man in the business. He could 
not develop any of those ideas himself, 
but he knew where to find others who 
could. At 23, he was head of production 
at Warner Brothers, which he steered 
into the sound era with “The Jazz Singer” 
and committed to the gangster cycle that 
became almost a studio trade mark. 
When Jack Warner fired him for getting 
above himself, he took his talents else- 
where and, by the age of 33, held an 
equally powerful position at Twentieth 
Century-Fox. 


In his prime, Zanuck was responsible - 
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Agriculture is both a major industry 
and a politically volatile subject, with all 
governments intervening, more or less, 
in the complex chain that leads from 
field to kitchen. In the 24 OECD Member 
countries, farm surpluses are a con- 
tinuing problem; in the poorer countries 
with which most trade, the complaint is 
one of shortage. SSUES AND CHAL- 
LENGES FOR OECD AGRICULTURE IN 
THE 1980s looks at what governments 
and farmers themselves need to do to 
provide the food the world must have at 
prices it can afford. 

Recent European Community moves 
to cut milk surpluses have focused fresh 
attention on the dairy industry. How do 
other countries do it? POSITIVE 
ADJUSTMENT POLICIES IN THE DAIRY 
SECTOR surveys policies and practices 
throughout the OECD area, noting in 
particular that New Zealand comes 
closest to relying on market forces to 
determine prices. 

EXPERIENCES IN THE MANAGE- 
MENT OF NATIONAL FISHING ZONES 
publishes papers by experts who took 
part in an OECD meeting. 
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The Zanucks in happier days 


for one of the boldest production slates in 
Hollywood. When other studios thought 
“The Grapes of Wrath” too hot to han- 
dle, he had the horse sense to see that 
there might be an unconventional buck to 
be made out of controversy. After 1945, 
he was the first movie mogul to realise 
that audiences would no longer tolerate 
the old Hollywood frivolities. So he gave 
them “Gentleman’s Agreement” (about 
anti-semitism), “Pinky” (about racial big- 
otry) and “Viva Zapata’, which was as 
pink as he dared when it was dangerous to 
be red. Elia Kazan directed all three, but 
it was Zanuck who gave them the go- 
ahead. They seem timid now, but in the 
1940s and early 1950s they took courage 
to make. 

Zanuck drove himself hard. Though he 
had little artistic flair, he knew when a 
production was flagging and spent long 
hours in the cutting rooms making sick 
ones well. Most days he watched rushes 
till three in the morning. He took his 
relaxation every afternoon at four, when, 
for 30 minutes, he cast a critical eye over a 
new starlet’s credentials. Few were asked 
to show them twice. 

These whims were indulged so long as 
Zanuck delivered the goods but, as he 
aged and lost his touch, the cost of trying 
to make stars out of his ever younger and 
less gifted conquests became insupport- 
able. Besotted, befuddled and, at the last, 
too old to cut the mustard, he was ousted 
by Fox's powerful Wall Street backers. 
But only after a bitter boardroom strug- 
gle, in which he had sacked his son and 
been threatened with a proxy fight by his 
estranged wife Virginia. 

It is a good yarn and the author gives it 


Stumped: The German for “run out” in cricket is 


Ausgeschlagen wahrend der Schlagmann seinen Lauf 


machte, not our concoction last week. 
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the spice it requires. He gets a few thir 
wrong. “Gentleman’s Agreement” w 
several Oscars, but not the one for b 
actor; Marlon Brando’s peace offering 
Fox for refusing to act in “The Egyptia 
was “Désirée”, not “Sayonara” or “T 
Teahouse of the August Moon”, which 
made for Warner Brothers and MG 
and the director of “The Sound of Mus 
was Robert, not David, Wise. The 
though, are quibbles. Enjoy. 





































Unknown quantity 


BEYOND BROADCASTING: 
Into the Cable Age 

By Timothy Hollins. 

British Film Institute. 385 pages. 
£5.95 (paperback). 


Like scientology and the Moonies, ca 
television is a topic which produces 
odd response. At either end of the sp 
trum, there are small, but ferve 
groups, convinced that it will (a) m 
the world a better, happier and more s 
aware place; or (b) irrevocably warp 
minds of the people, with long-term 
fects too dreadful to be foreseen. 
between comes 98% of the populat 
with (at best) an occasional interest, § 
erally extending no farther than curic 
as to whether a cable system will « 
reach them. 

In Britain, cable is something < 
business oddity, too, calling for— 
apparently getting—massive injection 
capital, with rather vague guarantees 
return. 

Mr Timothy Hollins is a cable enth 
ast who has written an extremely caut 
book. Only after digesting great wot 
does one reach a vision of cable as a g 
“electronic highway”, bringing ev 
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ing from the latest movies to teleshop- 
ng and videophones. Mr Hollins has not 
tually seen the future, but he is pretty 
re it will work. 

The problem facing anybody writing a 
‘ok about multi-channel cable in Britain 
that there isn’t any, apart from the odd 
lot scheme. Most existing systems just 
ost BBC and ITV signals. Accordingly, 
e major part of this book is given over 
a detailed examination of cable experi- 
ce in Canada and the United States. 
1ough neither experience can be trans- 
ted directly to Britain, both have les- 
ns to offer for what may happen here. 
Mr Hollins wrote the book while work- 
g for the British Film Institute’s broad- 
sting research unit, which has had some 
etty radical things to say about broad- 
sting in Britain; he now works for 
mservative central office. This accounts 
r a curiously ambiguous tone, but it 
es make one a little wary of some of the 
formation. 

Mr Hollins’s summary of the govern- 
2nt white paper on cable is, not surpris- 
zly, extremely enthusiastic. And the 
ncerns of those who believe that the 
refully nurtured structure of British 
oadcasting may be destroyed by largely 
regulated cable growth, though treated 
th outward respect, are given pretty 
ort shrift. 

This is not to suggest that “Beyond 
oadcasting” is a work of propaganda. It 
too dour, dense and textbook-like for 
at. As for Mr Hollins’s millennial vision 
cable providing “an altogether truer 
ture of our complex and pluralistic 
ciety” than regulated broadcasting, one 
bound to say that this is borne out 
convincingly in Manhattan and Los 
igeles—and, for that matter, Fleet 
reet. Profitable cable may or may not 
, pluralistic it has yet to prove itself. 
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1E SEVEN AGES OF THE BRITISH 
3MY 

t Michael Carver. 

eidenfeld and Nicolson. 

12 pages. £12.95. 


mong the many good, not so good and 
d books on British military history, it is 
rious that there are so few on the 
itish army over its four centuries of 
istence, except those coffee-table- 
eaking volumes in which an inadequate 
trative is spatterdashed around a hap- 
zard assortment of illustrations. Fortes- 
e’s massive and inaccurate pre-Card- 
‘llian history is an expensive collectors’ 
ece and Sheppard’s not-so-short “Short 
istory” is out of date and out of print. 

Presumably this is why Lord Weiden- 
ld pressed Lord Carver to: chance his 
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arm. At first sight, the straightforward 
nature of Lord Carver's description of the 
seven ages of the British army may, to 
some, seem thin stuff. It is ranked in 
seven chapters, centred upon eight out- 
standing commanders: Cromwell, Marl- 
borough, Wellington, Wolseley and Rob- 
erts (in tandem), Haig, Montgomery and 
Templer. What Lord Carver is really 
displaying is the art of compression and 
simplification, virtues much in tune with 
the character of a man who emerged as 
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one of the most orderly, if not the most 
fatherly, commanders in the army’s 
history. 

As was to be expected from a soldier 
who joined the colours in 1935 and ended 
as chief of the general staff and then as 
chief of the defence staff, his) book gath- 
ers pace and authority the nearer it gets to 
the present day. No bugles or drums 
sound in its pages. But that is how it 
should be, for the army is an institution, 
not a piece of historical romanticism. 





Back to the Broadway beat 


At the beginning of 1984, the hot theatri- 
cal topic of conversation was the British 
musical invasion of New York. Since 
then, an acclaimed revival of “Oliver!” 
has come and (rather quickly) gone, the 
Royal Shakespeare's “Poppy” failed even 
to cross the Atlantic, and only “Cats” 
remains to wave a solitary, if spectacular, 
Union Jack on Broadway. 

Meanwhile, the big American musical 
is returning to the West End with a 
vengeance. Recent home products—such 
as the insipid, but pleasant, “Peg” and 
the hollowly high-tech “Starlight Ex- 
press” —now face competition from “On 
Your Toes”, a lavish and lovingly accu- 
rate revival of the Rodgers and Hart 
1930s musical, and soon from the Busby 
Berkeley tribute “42nd Street”. 

Behind this invasion lies London's re- 
discovery of the skills of stage dance, an 
area of talent once ceded to America. 
Some years ago, there was considerable 
doubt about whether an English cast 





Makarova on her toes 


could cope successfully with the strenu- 
ous song-and-dance roles of “A Chorus 
Line’’. More recently, the touring Ameri- 
can troupe that brought Bob Fosse’s 
“Dancin” to Drury Lane was compared 
rather unfavourably with the local talent 
of Wayne Sleep’s “Dash”. 

Imported stars were once considered 
essential to the success of an American 
musical in London. Now audiences have 
flocked to the National Theatre’s home- 
grown “Guys and Dolls”, which is also 
likely to arrive in the West End before 
long. The recent successful revivals of 
“Little Me™ and “West Side Story” have 
relied respectively on the television co- 
median Russ Abbott and a bunch of 
young unknowns from Leicester. 

Although the new blockbusters will use 
mainly English artists, they have brought 
two of Broadway’s living legends to Lon- 
don. “On Your Toes” is directed by 
George Abbott, who was already nearly 
40 when he directed (and co-wrote) the 





85 


A 
{ 
‘ | 

a ee eae eee ie see 


État 


Aie r 


E Se eee 


} 





—~— 







original New York production in 1936. 
An added attraction in his present pro- 
duction is the former Kirov star Natalia 
Makarova. Appropriately enough, she 
plays a Russian ballerina. She dances two 
Balanchine ballets in the course of the 
musical, one of them the famous “Slaugh- 
ter on Tenth Avenue”, and will be suc- 
ceeded later in the year by Doreen Wells. 

At Drury Lane, “42nd Street” is to be 
presented in late July by David Merrick, 
at 71 still a generation younger than 
George Abbott. The original director, 
Gower Champion, died on the day of its 
Broadway opening in 1980, but his direc- 
tion and choreography, for which he 
received a posthumous Tony award, will 
be faithfully recreated in London, The 
“42nd Street” cast will include Georgia 
Brown, who had been set to open this 
month in Gilbert Bécaud's musical 
“Roza”. Last-minute problems over the 
cost (£750,000) caused its cancellation 
and gave Miss Brown a third-time-lucky 
chance to return to the London stage—an 
earlier project, a Cockney celebration, 
was shelved last year. 

With the wealth of musicals that will be 
drenching the West End this summer, it is 
debatable whether there will be room for 
a transfer of “The Boy Friend’, the 
Sandy Wilson revival due at the Old Vic 
for a season in July. And what will 
Londoners make of “Straight from the 
Heart”, another July opening, which be- 
gan life off-Broadway under the almost 
impenetrable title “Pump Boys and 
Dinettes”? 


Artin Argentina 


Freedom makes a 
comeback 


BUENOS AIRES 


In Buenos Aires last month, a production 
of “Mistero Buffo”, a satire based on the 
life of Pope Boniface VIII by the Italian 
playwright Dario Fo, got off to a rough 
start. On the opening night, a tear-gas 
canister exploded in the stalls, and within 
the next 24 hours the play came to a 
virtual standstill as riot police battled with 
extreme right groups wielding sticks and 
chains. Nevertheless, the most significant 
aspect of the play’s fortunes was not its 
momentary troubles but its continuing 
success. Once the small demonstration 
had been dispersed, a much greater 
crowd returned to applaud the produc- 
tion with a standing ovation. 

Despite attempts by a nostalgic minor- 
ity to turn the clock back, the majority of 
Argentines are realising the benefits of 
democracy—and nowhere is this more 
apparent than in the way the new govern- 


Ace 


Ban books flower again 


ment of President Raul Alfonsin is letting 
more and more people read, write and 
say what they want. Censorship has been 
lifted, an imaginative culture ministry is 
making money available to newcomers, 
and the one-time minion of public moral- 
ity—the death squad—has been forced 
out of a job. 

Buenos Aires has once again become 
the undisputed cultural capital of South 
America—with its bookstalls, cinema and 
theatre comparing favourably with the 
arts scene in almost any large American 
or European city—bar New York and 
London. 

More than 1m people visited the annual 
book fair near Palermo Park recently, an 
all-time record in a country that saw many 
of the continent's best authors vanish 
from the bookstands during the military 
regime. Particularly popular were the 
writings of the late Julio Cortazar (who 
was exiled in Paris for many years), 
Ernesto Sabato (the current chairman of 
a government-appointgd commission in- 
vestigating human rights violations), and 
Mario Benedetti, a Uruguayan commu- 
nist. The small, but adventurous, publish- 
er Ediciones de la Flor toasted the fair by 
reissuing a number of children’s and polit- 
ical books which had landed its chairman, 
Daniel Divinsky, in jail in 1977 on 
charges of “subversion”. 

Among Mr Divinsky’s new titles is a 
harsh satire on the Falklands war written 
by a local journalist, Rodolfo Fogwill. A 
rare type of mole one finds only in 
isolated parts of northern Argentina is the 
main character of an “imagined” conflict, 
written in the style of “Animal Farm”. 


a 





The moles, or “pichy-cyegos”, of the tit 
surface only occasionally, but both abo) 
and below ground they manage to sum 
the tragic irony that surrounded the A 
gentine military expedition and nationa 
ist fervour on April 2, 1982. 3 

An equally bold self-analysis about t 
motives that led to the Falklands war 
contained in a new film that is to have i 
world premiere in Buenos Aires on A 
gust 9th, Based on “Los chicos de 
guerra”, a collection of interviews wit 
young Argentine conscripts by Dani 
Kon, the film aims to put the invasion ¢ 
April 2nd in the context of recent Arge 
tine history. The main concern of Mr K 
and his director, Bebe Kamin, is to po 
tray the suffering of a generation thé 
reached its adolescence in the shadow c 
the 1976 coup and its young manhood 
the battlefields around Port Stanley. 
“boys” hid from the death squads only t 
be sacrificed against the British. 
theme is developed by tracing the lives € 
three young conscripts who grew up tc 
gether and fought in the final battle fc 
the Falklands’ capital. 

Equally controversial is “Camila”, ar 
other gem from the “new Argentine cing 
ma”. Directed by the feminist dienod 
Maria Luisa Bemberg, this current bo 
office hit is based on the passionate lov“ 
affair that took place in the nineteent 
century between a young priest and Cag) 
mila O'Gorman, a rich Argentine girl c€ 
Irish descent. 

Camila defied tradition and the oppress 
sive institutions of the time by running) 
away from her home and taking up a news 
life with her priest in northern Argentin 
They were eventually discovered, arres% 
ed and executed after the governor oF 
Buenos Aires, the dictator Juan Manue | 
Rosas, ingratiated himself with the offf 
cial church and invoked the crime ¢ 
sacrilege. Miss Bemberg uses the story © 
the young lovers as a vehicle for a comm 
mitted attack on the hypocrisy and perse 
cution that has undermined Argentin 
society for much of its history. 

Argentine theatre is blooming, tooll 
There are hard-hitting political play 
about the “disappeared”, a musical base 
on the life of George Sand, one-ma 
shows on the works of the Spanish poet 
Federico Garcia Lorca and Antonio Mat 
chado (both frowned upon by the forme 
military regime), and an excellent loca 
production of Shakespeare's “Measure 
for Measure”. 

But it is the singer/actress Nacha Gue 
vara’s one-woman act, “Aqui estoy” 
(Here I am), which seems to have the 
widest appeal for the new Argentina 
Nacha Guevara has become a symbol foi 
those who believe that culture and idea: 
survive even the worst persecutions. Tw¢ 
months ago, she returned to Bueno: 
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a nine-year exile and, on her 
irst night, defiantly conquered the trau- 
hatic memory of a night in 1975 when-a 
‘omb exploded during one. of her acts, 
illing two people and maiming others. 





ir David Lean 


76, the newly knighted Sir 





On the track of E. M. Forster 


Nacha Guevara's comeback consists of 
a stunning combination of cabaret, music 
hall, tango, rock and jazz, interspersed 
with a sharp commentary on her own life 
and that of her country. “I've lived better 





BANGALORE 


David Lean has been in southern India 


_ since last November shooting his first film for 15 years. It is an adaptation 
the E. M. Forster novel “A Passage to india”, Between shots, he 
cussed what attracted him to filming in the subcontinent and to this 


subject in particular. 


3 I have always wanted to make 
fi Ge a film in India. Now that I have 
realised’ the ambition, I find 
that I like working here. We 
have had immense crowds of illiterate 
peasants,. wonderfully good-natured, 
very quick to get the hang of a scene. 
When we are finished with a scene, I 
always clap my hands to show my appre- 
ciation; and they always join in: tremen- 
dous clapping and cheering go on. 

«. This is not the first time I have tried to 
make a film about India. Long before 
the current vogue for Indian subjects, I 
had a go at doing “Gandhi”, with Alec 
Guinness. We worked on the idea for 
about three years 25 years ago, but I did 
not have a good enough script, so I gave 
it up. Sir Richard Attenborough came to 

“me one day and said, is it true that you 

have given it up? And I said, yes. Can I 

do it? And I said, yes. I have not seen his 

version, but I think all these films on 

India are a good trailer for this one. 

You know, I do not think that any- 
body has made a good Indian film 
(though, as I say, there are some I have 
not seen). Perhaps Jean Renoir did, in 
“The River”, but all the others, like 
“Bhowani Junction” and the rest, are 
terrible. I do not think anybody has 
caught the Raj yet—in the. cinema. at 
least. On the other hand, film has noth- 
ing to do with reality, I have purposely 
overdone it. If I had filmed it as it really 
was, it would have been terribly boring. 

Years ago, I wanted to do “A Passage 
to India”, when I saw the stage play in 
London. I tried to get the rights, but 
Forster was not selling them. I never met 
him, by the way. I had.a good friend—a 
baroness, a friend of H. G. Wells and 
Gorki. She asked Forster about this and 
he said he had decided not to sell it 
because he was afraid that a film would 
come down either on the English side or 
the Indian side. He wanted it to be 
balanced. Then about three years ago, 
Lord Brabourne rang me up, told me he 
had got the rights and asked whether I 
would do it. I said yes, snap. 

Thad spent three years on a project for 
“Mutiny on the Bounty” but J had the 
carpet pulled from under me by the 
oducer. It was eventually made with 



















whole, I must say, they were a'stupid lot. 






somebody else, | believe quite different- 
ly. You get a funny sort of reputation 
when you care about detail in a film, 1 
have heard it said that I waited three 
months for a particular cloud formation 
while shooting “Ryan's Daughter” in 
South Africa. In fact, we were there for 
only four weeks for the whole shooting. 
It is so difficult to scotch these stories, 





Only connect 


For me, one of the attractions of “A 
Passage to India” is that it has six 
wonderful characters, which is rare in a 
movie. It will beʻa curious. film. There 
are a lot of loose ends, just as there are in 
life. You meet people, you understand 
certain aspects of them, but others are 
hidden and you have to guess what they 
are. This kind of interplay intrigues me 
enormously. Also, though it may be out 
of fashion at the moment in some circles, 

I like telling stories. 

In the way you ‘point the film, you 
could make absolute monkeys of the 
English or the Indians» Forster showed 
the English as pretty stupid, really. Ex- 
cept he had one very good Englishman. 
Fielding, whom James Fox is playing. He 
is there as a counterpoint, buton the 








phasised a little more. 


times, bad times.. w 
pass, seen dictators. die 
knows what I've been through 
yet here I am”, she 
number—to a stand 





















l have tried to correc 
think the English wh 
were idiots. It-is-a_ 
nowadays to say 
just a change 
Colonialism was in fashion 
now it is out of fashi 

After a lot ofc 
think this is basicall 
not think that w 
women is aggression. 
got a little above th 
having much to do. A orst 
cism of them was. partly: true 
they were not interested in th 
did not read books; so they g 
and felt superior. A dangerous situatic 

If you read the things that were wr 
ten about the book when it was pubs: 
lished, you will find that a lot of Indians 
took exception to it. And when the film 











































































comes out, | am sure we will have a lot of 
people saying again that it is unfair. | 
hope people will go out after seeing my 
film and, if there are four people having: 
dinner, they will have four different 
points of view, It is not balance want 
Like Forster, I want them to argue 
about what happened inthe Marabar 
caves between Miss Quested and Dr 
Aziz. | hope people will have answers in 
accordance with what they are them- 
selves. I suggest things in the images, but 
they are things which 1 hope will push 
different people in different directions. 
Forster did not want clarity. What I like- 
about him is that you have to guess ata 
lot..of stuff. I have tried to keep 
quality of uncertainty. What 1 p 
am doing is the book, but.eni- 5 












University of Stirling 
Department of Economics 
LECTURER(S) IN ECONOMICS 


Department seeks to appoint two Lec- 
| turers (one on a fixed term two year 
appointment). Applicants with interests 
: in any area of Economics will be con- 
sidered. Successful candidate(s) will 
be accepted to take up appointment on 
1 September or as soon as possible 
thereafter. Salary scale £7,190- 
£14,125 (under review). 


Further particulars are available from 
the University Secretary, University of 
Stirling, Stirling FK9 4LA. Tel: 0786 
73171, ext 2314, to whom completed 
applications, together with the names 
of three referees, should be sent by 6 
duly 1984. 







































aduates preferably with a multi-disci- 
background and with higher 
professional qualifications 
business experience. An inter- 
: novations, in group-orientated 
social psychology teaching for busi- 
pss students would be advantageous. 
Further details and form of application 
are available from the Staff Officer, 
Trent Polytechnic, Burton Street, Not- 
tingham. Closing date: 9 July 1984. 



















‘The University of 
Newcastle upon Tyne 


Chair of Economics 


Applications are invited for the vacant 
0 David Dale Chair of Economics. This 
Chair is one of three established Chairs 

in the Department of Economics. The 
person appointed will be expected to 
“splay a leading role in research and in 
: developing and. „co-ordinating, the 









_ UNIVERSITY OF EDINBURGH 
DEPARTMENT OF BUSINESS STUDIES 


LECTURESHIP IN | 
INTERNATIONAL BUSINESS 


The Department of Business: Studies at 

Edinburgh University seeks a young iec- 

turer in International Business, 

Applicants are likely to come from one or 

more of the following areas: 
international Martino Staten 
international Finance 


‘or. 
“Economics of Direct Foreign 
investment. 


: Caa ned have a good. degree in 
an an appropriate sunie Subject am, research and/ 


rr further (own contact Professor 
in’ Coke Department o of Business 
Sud es, Willam: Robertson Buildin 50 
Geary Soe. Edinburgh EHB 9J' 
1011,.ext 6733 or 6823. 


aa by letter with th names of 
two referees to be lodged with the Depart- 
ment hy 16 July 1984. 


Please quote reference No. 1141. 


























macroeconomics but would also wel- | 
come: “applications from: candidates. 
with experience in other fields. RN 


Salary willbe inthe professorial range: : 


Further particulars may be obtained | 

trom the Deputy Registrar, The Univer- 
sity, Newcastle upon Tyne, NE1 7RU 
with. whom. applications (15 copies) 
giving the names of three referees, 
should be lodged by not later than 13 
duly 1984. (Applicants. from outside the 
“UK may-submit one copy only). 


UNIVERSITY OF BRADFORD | | K 


| LECTURESHIPS | 
atthe Project Planning Contre fr 


The Centre runs—in Bradford and 
abroad—specialised _ post-experi- 
“| ance courses in project planning for 
$ specific sectors tor personnel from 
developing countries; conducts a 
‘taught MSc: in. National Develop- 
“ment and Project Planning; and 
undertakes research, advisory and 
institutional development assign- 
rents overseas, The Centre is par- 
ticularly interested: in applications | 
“from persons who can contribute in 
_one-or more of the following areas: 
industry; . agriculture/rural, . infra- 
| Structure. (especially transport); 
; general Development Economics. 
he persons appointed will have 
relevant experience. of operational 
work overseas, andot teaching. The |. 
two posts are full time and for a fixed 
period of three years. Salary -on 
scale £7,190-£14,125 perannum. $ 
i Ropliçation forms and further particu- 
rs. from. the Personnel Secretary 
: (Ret P PPC/LATIEC),.. University | of | 
, West Yorkshire poz WP. : 


's College, Cambridge, 
Eng and 


RESEARCH FELLOWSHIPS IN 
:|. MACROECONOMICS OR 
“INTERNATIONAL ECONOMICS 


Applications are invited for Senior and 
Junior Research Fellowships in Macro- 
economics or International Economics. 
Elections will take place in December 
1984 and Fellowships will run from 1 
‘October 1985 to 30 September 1989. 
The Fellowships are open to men and 
women graduates of any university. 
Eligibility for Junior Fellowships is limit- 
ed to candidates: who have completed 
fo more than about five years of re- 
search by October 1984. Candidates 
for Senior Fellowships must be under 
40 in December 1984 and will normally 
have had some years of post-doctoral 
research experience. Stipends for Ju- 
nior Fellows range from about £6,300 
to.about £7,900 a year and for Senior 
Fellows: from abaut £9,200 to about 
2£11,800.a year. 
` Applications will need to be made by 
“mid-September 1984. Write at once for 
| further: details. to the Provost, King's 
College, Cambridge CB2 1ST. 








Closing date asap. 




















‘in macroeconomics but would also 
come. applications- from candi 
with experience in other fields. 

Salary will be in the professorial rangii 


Further particulars may be obtai 
from the Deputy Registrar, The Un 
sity, Newcastle upon Tyne, NET 7 
with whom applications. (15 copie 
“giving the names of three referee 
should be lodged by not later than 
_ July 1984. (Applicants from outside t: 
UK may: submitone copy only): 


The University of 
Newcastle upon Tyne 


CHAIR OF ECONOMICS 


Applications are invited for the vacant 
David Dale Chair of Economics. This 
Chair is one of three established Chairs 
in the Department of Economics. The 

person appointed will be expected. to” 
play a leading role in research and in 
developing and co-ordinating the 
teaching of Economics. The depart- 
ment is anxious to strengthen its work 















COURSES 














THE UNIVERSITY OF SALFORD 


POSTGRADUATE OPPORTUNITIES IN THE — 
DEPARTMENT OF ECONOMICS 


From October 1984 five taught courses will ba available, offering the chance to study for 
a postgraduate qualification in Economics to students froma wide range of academic 
and professional backgrounds, Each course is one year full-time, two years part-time. 
Send for further details about the; 


MSc or ADVANCED DIPLOMA IN PUBLIC SECTOR 
ECONOMICS 
MSc or ADVANCED DIPLOMA IN ECONOMIC 
OPMENT 


2 DEVELOPM| 
ADVANCED CERTIFICATE IN ECONOMIC ANALYSIS 


Applications : are also invited trom students wishing to read for an MSc/PhD by research, 
on topics, within the fields of Economics and Economic History. 


Further details from: The Postgraduate Secretary. 
rtment.of Economics 


Telephone: 061- 796 $843, ext 531/535 
Telex: 668680 (Sulib 





Corporate 
Finance and © 
Strategy 
Programme 


For Senior Managers and Professional Staff 

To provide senior managers with a thorough understanding of the 
financial. dimensions of strategy and of the process of developing, 
implementing and controlling financially successful. strategies. An 
intensive and highly interactive programme directed by a noted author 
for a limited number of Corporate and Divisional Managing Directors, 
Finance Directors, Chief Accountants, Planners. Treasurers, Bankers, 
Venture Capitalists and Selected Professional Staff. Three days. 


Programme dates: 30 September-4 October 1984. ; 
Fee: £800 (residential) a 








Ali materials included. Oxford 
Centre for 
Sarah Franklin Management 
Oxford Centre far Management Studies Studies 


Kennington, Oxford OXT SNY 
_ Tel lephone: 0865 735422: Tel ex x 831 47 attr OCMS 
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Step back _ 
-and $ tep forwarc 


|. ___ The Senior Course is intended for senior managers _ For hundreds of successful senior mana 
from Britain and overseas who need to'step back from course has been a significant gateway tok 
their immediate day-to-day activities. in order to equip responsibilities, requiring knowledgé-an 
-themselves for the tasks ahead, and prepare for higher skill beyond their own professional and fun 
responsibility. ; vinta 
This four-week residential course at Europe's senior The next courses will be held: 
business school is world-renowned for helping managers 3rd September-28th September 1: 
to improve their awareness of changing economic and 15th April-10th May 1985 


































social environments; to sharpen management skills; — 

to review the latest thinking about management practice; For more information write or telephone, 

to improve their ability to formulate strategy. The Registrar, Henley The Management College, 
The course also offers a unique opportunity to Greenlands, Henley-on-Thames, Oxon, RGO SAU 


exchange views and experiences with senior managers Tel: 049-166 522. Telex: 849026 HENLEY G quoting 
from different employment backgrounds and from rof E23/6 


different countries. ee | The Senior Course 












What makes him more valuable than his colleagues? 















Most executives begin their career more or less equal. But some 


“make more of their aI potentia Hian others. Fary, from Courses this year 

theexperience th te. And partly b fessi 

seagerent devddoment, Pie E et AN Jul 15-27, Oct 21-Nov 2: Senior Executive Programme for 
Executives become more effective through their leadership, executives concerned with long-term decisions and 

by being financially aware and by being responsive to the business implementing policy. 

environment. They achieve results using the energies of the team Jul 1-20, Sep 2.21, Sep 30-Oct 19, Nov 4-23, Dee 2-21: 

they manage. General Manager Programme for profit-centre managers, and 


Sundridge Park Management Centre Programmes are designed Heads of specialist departments. 
toimprove the performance of management at all levels. And our 


results are tangible. mmen senses n m a vi a nee tne ene 


Sundridge Park is set in secluded parkland only 30 minutes Li you want to remain one step ahead, complete the coupon below for 
from central London. It utilises'the most advanced tutorial facilities further information on the Centre and/or the specific courses described. 
and ants accommodation to the highest residential standards. Name hice anes BBB | n 


Sundridge Park | “=e 


Plaistow | ee Bronte Oe erp STP. ech gi- 150 8585/8087. ce 
t 
Management Centre AIENEA 
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‘APPOINTMENTS _ 






Ministry of Foreign Affairs 
- The Institute of 

Diplomatic Studies 
The Institute. of Diplomatic Studies, affiliated to the Ministry of 


-Foreign Affairs in the Kingdom of Saudi Arabia, invites applicants 
: i to fill the following posts (by contract). 




























Post Specialised Subjects Qualification 


“| Members of Stafi 


{ e 1. Political Sciences & PhO from a recognised 
|" (Assistant Professors, International University. Must have a 
Associate Professors, Relations good knowledge of 
Professors) 2. Regional Studies Arabic and English 
3. International Languages 


Economics 
4, Public international 


Law 
5, International 
Communication 


aamen aaa 


Consultant Diplomats Diplomatic Affairs.: PhD, MA of BA in the 
: a i ; specified specialisation. 
: Must have served in the 
Diplomatic Corps. Must 
havea good knowledge 
of Arabic'and English 
‘Languages ` 
rma a : 
Researchers Political Sciences, Master Degree or its 
ie “International equivalent, Must have 
“Economics, experience in the field 
international Law, of specialisation. Good 
internationa! knowledge of Arabic 
Communication and English Languages 


y 


Translators To translate from Arabic University Degree. Must 
to English and vice- have experience in the 
versa field of specialisation 




















from Arabic to English 
and vice-versa 


mranani NOTE ET ESTE nT aeaa 


Male Language Teacher 


To teach French University Degree and 
Female Language To teach French experience in teaching 
Teacher : the French Language 


POON OOE NN TONENE NON ANNAN COON CN CC 


Those who are interested are requested to send copies of their 
degrees and qualification with curriculum vitae (including publi- 
cations in the case of members of the staff and researchers). 
These documents will not be returned. 


„Applications should be addressed to: 
~~ The Director General, l 
institute of Diplomatic Studies, 
Ministry of Foreign Affairs, 
PO Box 7954, 


Jeddah, 
Kingdom of Saudi Arabia, 


and should be received not later than one month from the date of 
publication. : 


Procedure for interviewin and appointment will be undertaken 
by employment offices of the Saudi Arabia Embassies in the 
respective countries. Josiah, T ga ; 








The Institute of Social Studies 
, i nas avacancy fora 


Senior Lecturer/Lecturer 


Public Administration/Management 
for the Master's degree programme in 
public policy an administration 


Applicants should at least have a good post-graduate degree in 
pare “administration or management, with a ‘specialisation in 
anagetial problems of. public “organisations in developing 


countries. 
Any specific expertise, such as financial, project.or personne 
management, will be taken into consideration in the fina 
selection, o 4 o 
Relevant teaching and: research experience is necessary, anc 
preference will be given to a candidate who has done consultancy 
work, A good command of written and spoken English: is 
À essential. : ne 
The successful candidate will be required to function as. 
member of an interdisciplinary team, and to participate it 
teaching, research and projects at The Hague and in developing 
: countries. 
Applications: accompanied by a detailed curriculum vitae, thi 
names of three referees and examples of written work, should bi 
sent to The Rector, institute of jal Studies, Badhuiswe| 
251, 2597 JR the Hague, Holland, before 1 ‘August 1984. Thi 
candidate will be expected to commence workin September 198: 
oras soon as possible thereafter: ar 
Payment will be in accordance with the salary scales applied £ 
Dutch universities. Depending on qualifications and experienc 
the appointment will be made in the rank of Senior Lecturer c 


Hoo Lecturer.» 
The appointment will be initially for two y 





Our economic research team, 
in Paris, | 
is looking for an 


ECONOMIST _ 


The incumbent. should have a working knowledge tor monitoring, 
analysing and forecasting economic trends of industrialised countries. 
He will have to be able to communicate easily and éffactively with Bank 
Committees and clients, to write articiés in Bank economic publications 
and to work within a professional team. ; ja 
Applicants, aged roughly.30, should have at least three/tive: years 
experience,. preferably in a bank or other financial institution, anc 
practice some French. ce 

The position offers numerous opportunities of advancement, in Pariso 
outside France. 5 : 





Please send your application, 
under reference CJ81. 
; to Banque Indosuez, 
Serivee recrutement, carrietes, formation 
i 44 ruede Courcelles 
75008 Paris. 










Oy : : Awhole world of opportunites 
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| University of Keele 


Department of Economics 


NOE ECONOMIC & and Management Science 
: M ARK ET ; LECTURER IN ACCOUNTANCY 
raven dict es ‘| | Applications are invited from qualified inthe: i 
RE S E A R CH untants for the above post ten. terests in the area: of nal: and. 


Urban Economics and be p pared to: 
able from 1 October 1984 or as soon as ‘teach some Quantitative Economics 
possible thereafter. Salary will be on Salary up to £8,530 A 
thefirst9 points of the Lecturers’ Scale USS/USDPS be : 

(£7,190-£10,710 per annum under En ; 
‘review), ; “a “lars.and applica 


| Application: torms and further particu- 
lars: from the Registrar, dniversity-of . 
Keele, Keele, Staffs ST5. 5BG, to be“ f: 
returned not later than 15 July 1984. 


| University of Reading 
Department of Economies 


Applications are invited. for athree-y 
fixed term Lectureship from 1 Sept 
ber 1984. Candidates should have in 

































€ economist able to use economic and statistical analysis ina. . 

tess environment, based in London WT. Would probably. suit a 
few years’ business background. 

ing employers’ confederation wants: 

} economic briefing service on construction and housing ‘matters for 

lations to Government and the media : . 
i jar tracking of housing demand and supply trends in order to identify | 

Jeneral market opportunities for members, including new build, renovation and 

areas 

k a Clear thinker who is numerate, writes lucidly and can present papers well to 

nembers and committees. : 

iood salary and conditions for appropriate candidate. Write in first instance (within 


4 days) with full c.v, to Personnel Officer, Building Employars Confederation; 82 
lew Cavendish Street, London W1M BAD. ; 































; ANNOUNCEMENT 


re for Banking & International The University of Lancaster 
WO l P. W. 5. ANDREWS MEMORIAL 
ENNHAN: < ESSAY PRIZE—£300 


sent MA economics graduate is 
at , a 

amics, Ph velco AA rales 
3 strong interest in financial, mar- 
and institutions. This 


a period of two years with the (or the equivalent in other curre: yif j 
space aneura say miomani || Manpower Economics 
will be within the £7,496 | Bublished in The Journal of industrial | |. The successful candidate will h e appropriate academic. 
ane inckiaie -ol niela Allow- Economics. An essay submitted should | |” qualifications and a considerable background in teaching, 
‘under review) be a work of original research by the research and consulting in manpower planning at the national 


Candidate .ohly, not previously pub- . nd institutional levels, and in.developing and implementing 
its include 37 days holiday and lished and not previously ‘awarded any 

ant sports’ and recreational 
3S. 









The Lectureships are in: 













pened O an plans for strengthening organisational manpower capabilities. 
ll al It shares be ve in Direct project experience in the Third World is a pre-requisite 
Engli 10.00 Sorsi not normally ex- for appointment to this position. The successful candidate wili 
; : n length. __ be working closely with Professor John Fyfe of the Overseas 
rther details and an application | The closing date for entries is 31 De- Development Administration on project work in the Third World. 
lease write to Ms Jane Cameron, | cember in gach year, Intending candi- i 


City University, Northampton | dates for the prize should obtain details , Management 


3, London EC1V OHB, or tele- | of the conditions of entry from Miss B. ; 
The successful candidate will have had postgraduate education 















01-250 1107 (24 hour ansa- | Cox, University House, The University 
service), Closing date 7 July, | of Lancaster” Bailrigg, Lancaster LAL 
























4YW, England, in management and possess work and/or consuiting experience 
= ; ‘ in the Third World. Teaching and research ability in a 
m . : Management.and organisational development is essential. 
ERNATIONAL PROPERTY aS ea WARANA’ 
—_— Agricultural Economics— 
WEAR MONTREUX || suroy.cenanre conmamvso || Tropical AC riculture 
ers can buy: LUXURY CHALETS tom | | shon (037 284) 3811: Telex 8955112. | fF FM p g TASAR i 








TMENTS from about SFr100,000. Mort- 
70% at 61% interest. Ask: H. SEBOLD 
our Grise 6, CH-1007 Lausanne. Tel: 
26-11. Telex: 24298 sebo ch. 


This Lectureship is designed to strengthen the Departments 
teaching capabilities in its courses on the management of 
agricultural and rural development. A strong agricultural 
background is necessary, particularly in crop and livestock 
production systems or extension, together with associated 
project management, research and teaching experience. 


Salary within the Lecturer range (£7,190-£14,125 per 
annum under review). Income supplementation will be available 
for candidates undertaking project or research work overseas. — 
Superannuation. ; 


f Further particulars and application forms {returnahie 
by 20 July 1984) obtainable from the Registrar, The 
University, Manchester M13 9PL: Quote ref. 146/84/E. 






Readers are recommended to. take 
: the appropriate professional advice. 
before ‘entering into’ any binding 


SWITZERLAND 


LAKE GENEVA—MOUNTAIN RESORTS 


Apartments in Montreux on Lake Geneva. i 
+ available in famous mountain resorts: Villars, Verbier, Les Diablerets, Leysin, 
teau d'Oex near Gstaad. Chalets available. Excellent opportunities for foreigners. 
88 from SFr123,000. Liberal mortgages at 63% interest. GLOBE PLAN SA, Av 


Repos 24, CH-1005 Lausanne, Switzerland. Tel: (21) 22 35 12. Teléx: 25 185 
SCH. ; 



























VISIT PROPERTIES—-NO OBLIGATION 
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“APPOINTMENTS _ 


portunities 


science, or an equivalent 


or work in statistics or computing ` 


science; or passes in the examinations 
leading to Membership of the Institute 


of Statisticians. Exceptionally, 
candidates without one of these 


qualification; or a higher degree, 
a postgraduate university certificate 
or diploma, involving formal training 


OF: 


|| Tne co-operative College 


“International Co-operative 
Training Centre 





| ‘Tutor in Co-op: 
erative Develo} 
ment Oversea: 








Statisticians in.the Government 
‘Statistical Service are concerned with the 
application of statistics in various fields 


qualifications may be considered if they 
can show evidence of valuable relevant 
experience and a command of advanced 
statistical techniques, All candidates must 
have at least 5 years’ professional 
experience in statistical work, computing, 
or Operational research (eg in industry, 
commerce, the public sector, or higher 













Applications are invited fo 
two-year. contract appoi 
ment commencing Septe 
ber 1984, with. possibility 
extension. 


The chief requirement is 






such as. economics, sociology, and 
“@omputing science. The work ‘requires 
technical ability in the selection, 
preparation, and interpretation of 
relevant statistics, a broad understanding 
of the nature of administrative problems, 
“and skill in communication. 
There are about six vacancies for main- 
grade Statisticians, The posts are mainly 
in London, but there may be one. or two 
elsewhere. 
Candidates should normally have a 
degree with ist or 2nd class honours 
involving formal training or work in 
statistics, eg a degree in statistics, 
mathematics, economics, or computing 













education). 

Salary (inner London): (under review) 
€13,645- £17,905, Starting salary 
according to qualifications and 
experience. Promotion prospects. 

For further details and an application 


form (to be returned by'3 August 1984) 


write to Civil Service Commission, 
Alencon Link, Basingstoke, Hants, 
RG21 1B, or telephone Basingstoke 


(0256) 68551 (answering Service operates 


outside office hours). 
Please quote ref: G/619. 


The Civil Service is an equal 


ability to teach Developm 
‘Economics and/or Co-ope 
tive Organisation to mani 
ers and Civil Servants fr 
LDCs. Management. exp 
ence with  Co-operati 
would be a significant adv 
tage. Initial appointm 
would be on the Burnh 
salary. scale £7,215 

' į |. £147,568 (under review), 


Curriculum vitae to The P 
cipal, The Co-operative ¢ 
lege, Stanford Hall, Lou 
borough, Leics LE12 5¢ 
from whom further part 
lars may be obtained. 



















Victoria University of 
Wellington 
New Zealand 


- TEMPORARY LECTURER 
“IN ECONOMICS 


Applications are invited from suitably 
qualified men and women for a 3-year 
temporary appointment, available from 
1 February 1985, in the Department of 
Economics. 
„An interest in some area of aconomic 
_. theory is preferred but applicants will 
be considered. whatever their: back- 
“ground and specialisation: within the 
“field of economics, Ability and. willing- 


ness to teach large: first-year under- 
gtaduate courses either in. economics... 


raduate degr 
interested in policy-orientat 


TRADE POLICY RESEARCH CENTRE 
SENIOR RESEARCH OFFICER 


Applications are invited for the post of 
icy Research Centre to be e £ 
Assistance to Industries in the United Kingdom. Applicants should have a 


Senior Research Officer at the Trade 


post-g ee in economics, proven professional competence and 
an ability.to write clear, cogent and correct English. They need to be 
research and must have studied internation- 
al economics and ied econometrics 
especially cost-benefit analysis, and of industri 
useful, as would tamiliarity with computing: The. salary. being offered is 
between £9,000 and £11,000 per annum depending on experience. 
Applications together with a.curriculum: vitae and. two 
should be sent to Miss Janet Strachen, Assistant Director, Trade Policy 
Research Centre, 1 Gough Square, London ECAA 3DE. - 


or in mathematics and statistics for 
economists is essential, but there will 
also be opportunities to teach more 
advanced classes related to the ap- 
pointee's interests. 


Salary in the range: N2Z$22,077- 
NZ$26,101 per annum. 


Conditions of Appointmentand method 
of application are available from the 
Secretary General, Association of 
Commonwealth Universities (Appts), 
36: Gordon Square, London WCIH 
OPF, or from the Administrative Assis- 
tant (Appointments), Victoria University 


| of Wellington, Private Bag, Wellington, 


New Zealand, with whom applications 














on-a major project on. Public 


.. Know ‘of public economics, 


economics would be 


sted referees 


- opportunity employer - 





Closing date 9 July, 198: 





BUSINESS & PERSONAL 


“ANCESTORS TRACED Wi 
WIDE. Free booklet describe 
vices, fees and portfolio preser 
Ancestral, Research, 8 Meyrick 
Stafford ST17 4DG,, UK. Tel: 
41253 (24 hours) 


GUERNSEY mailbox, office/company/ 
nominee services. Strict confidence. 
No VAT. Dupré Assoc. Ltd., Church 
Lane, St. Sampson, Guernsey, C.l. Tel: 
0481-49773. Telex: 4191171 G. 


























AUTHORS. WANTED BY 

NEW YORK PUBLISHER 

Leading book publisher seeks manu- 
scripts-of all types: fiction, non-fiction, 
poetry, scholarly and juvenile works, : |. brochur 
etc. New authors welcomed. For;com- f n 
plete- information; send fortress booklet 
6-92, Vaittage Press, 516W, 34 St, 
New York 10091. : 


1t you don’t know the answers, cont 
experts in British and Intemational 
Send brief details tor ou 






ANCESTORS. TRACED. by 
Peerage: The top. people's 
NOW at your ‘service. Conta 
Teviot, Burkes Peerage Resea 
Dept 18A, 1 Hay Hill, Londc 
7LF. Tel: 01-409 1583-0r POB 
Washington, DC, 20044 USA. 


Epyre eana 


EMIGRATE TO 
` CANADA 


Hundreds of positions available TOW. 
wide: All occupations. Also Directory ¢ 
panies, institutions. Free details: 0 
Employment Services, Dept CA, POB 
Tama of Mt. Royal, Quebec, Canai 


Speak a language 


(THE GIFT OF A LIFETIME) 


Whynot give yourselforsomeoneciose 
to you the chance to master aforeign $ 
rovenself-instructional” = = E T 


‘Choose from 106 courses in 
S4 languages, Including: 
German... Po! 


italian: Russian. Turkisn......| 
Japanese Spanish < Urdu 
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CONOMIC AND FINANCIAL INDICATOR: 


EMAND AND JOBS Australia’s unemployment rate fell from 9.5% of 
ur force in April to 8.9% in May—the biggest fall so far in the Australian INDEX Good weather in the mai 
very. But in West Germany, where industrial production fell by 0.9% in April, to growing countries ig m kin ol 

\ ployment rate edged up from bumper grain harvest look increasing 
1% e in industrial production also likely. The International Wheat Cou 
clined in: 0.8%), Holland (from 6.3% to 4.2%), - (IWC) reckons that the world wheat cr p 

), and Britain (from 2.3% to 1.9%). _ will be a record 505m tonnes: that woul 
: be 9m tonnes higher than last: 






THE ECONOMIST COMMODITY PRICE 















































































































gnp i retail sales unemployment% rate EEC, it may top 121 .32F 
“Vyear  Smthst 1year. <3 mthst . 1 year “Tatest year ago point at which payment ce 
+62 (3) t79 o 46.1(12) + 27-063). 8945) 10. ers may be reduced. The co: 
ot 33 (2) na -ina N42 14.812) 137 6 harvest may increase hugely: 
+10.3 (3) + 36- +3.2(12) +78. + 6.0.(2) 11.7 5) 1 i S against 1983" h 
+08 (4) +16 412.3) +130 9a a @5 tonnes against 1983's 
+22 (4) +20 +3.6 (3) 428 4 7.7 (4) 9.2 (5) prediction assumes that 
PEE stag ag) sama rae bean and maize nang 
a. mare, £ E n +105 © +2. A3. ween . he A wae n ry 
3612) 4135+ 62 2) 26 (4) back from 137m tonnes to 23 
7(12) = 7. + 1.412) 2.7 6)" 





“(6 1980=100 
~ 23 1.2) 
+ 2.7 (5) 127 (5) 































+ 3.9 (3) = 7.5 (5) Dollar index 
i i i All items 85.9 
Food 96.9 
Industrial 
All 


Nta 
Metals 


Sterling index 








| wholesale prices increased in West Germany 
but fell in Britain (from 6.5% in April to 6.4% 






Im 3:1% in March to 3.4% in Apr 













































































i ) April), but fel Allitems 1443 -144.5 
Aay). Monthly earnings in Britain rose 7.8% in the year to April. Food 162.9 
tange at annual rate fee os Industrial 
. consumer prices* wholesale prices* wages/earningst All 127.4 
3mthst lyear —  3mthst = tear | 3 mthst “4 year oe 
aga +59 (2) 4 82 +694) 415.7 + 7.212) 
ium + 7A +72 (5 + 44 +10.9 (4) 138 + 9.812) SDR index 5 te 
da + 3.9 +48 (5) + 7.0 +44 (4) +109 + 7.3 (2) All items 107.2 ` 107.4 -50 4 34 
ce +79 +77 (5) +14.0 +1453) + 7.9 99 ty) Food 120.9 1218 -5,7 $19.3 | 
iermany, + 2.8 +28 (6) + 22 wt 34 (4) +e 06 #81 (1) Industrials ve pi 
ind + 47 +376). +79 + 2.7(12) m nil (4) Al 94.6 943.0 Ne S E 
+10.1 +11.6 (4) +135 411.4 3) +152 $13.2 (9) Nia’ 102.2 101.9 
n +35.2 +23 (4) 03 2079 OG 8 (4) Metals: 88.9 88.6 
Jen + 8.7 + 8.9 (5) 410-7 00 + 9.3 (2) +29 +.3.9 (3). Gold gaian 
terland + 4.7 +.3.2 (4) + 5.4 +37 (4) = 13 + B12) paras a7150 arise” 
+ 65 + 515) +108 4 + 64 (6) + 47 +78 4) l Arabiarlioht. o 
+49 + 45 (4) + 30 +2705) + 35 + 3.2 (5) Crude oil (spol) Arabiar ligh 


Sper barrel 28.25 28.20. 
ings; Japan and Switzerland, monthly earnings; Belgium, “Non food agriculturals 
employees. 








urly wage rates in manufacturing except Australia, weekly earn 
da Swhton and USA, hourly earnings; UK, monthly earnings for ale 













L. By the end of 1983, man Oil production, 1859-1983 4p Provenreserves. ot 
red around 1,200 billion 150 100 50 0 i o i 150 200 


rels of oil; and extracted about bilion barrels 7 ' ] i -T bilion barrels | 
10 billion of them. The chart shows a ae 70 — 
at most of what is known to be left x oe a 
in the Middle East—85 years’ : n A. Teete 
that the region's present rate of - Ne 

oduction.. That is more than all the i 
oven reserves in the rest of ‘the tatin Americal Se Totalconsumption, | 
wid added together. Without con- i aE A are 
rvation or new discoveries, Ameri- i , : : 

which swallows more than a 
arter of the world's total oil produc- States| 
n-—will run out of oil before any of 
» other leading producers. It has 
eady extracted more than 80% of 
discoveries. The centrally-planned 
onomies (CPEs) can produce at 
i present rate for another 153 years, source. Brtish Petrateum Canada | 














i 
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Middle. East 18 
Japan 4-4 
Latin America 4:5 



















moure patot WOR 40 © 





#At 1983 rate of production 





notes applicable to all tables, All figures seasonally adjusted except where otherwise stated. ‘Not seas. adj. fA verage of latest 3 months 
Jared with average of previous 3 months, at annual rate. n.a. Not available. Small figures in brackets denote month of indicator. 
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ost pressure. on re- 
/ of foreign et 



























Saudi Arabia Asie 
‘Kuwait... 
Korea 
| Argentina 
| Nigeria 
Zimbabwe. 








Other Europe 
industrialised | 
countries 


Africa 


Oilexporters 
Latin America 


“Excluding gold 











the week before. Most other bourses felt ach 


Stock price indices 


June 1984 ` 


19 high 


London BIRR 9228.8 


* Jew oo 


770.3 


0.2 


+138 98. + 73 





New York 11158 1286.6 


Canada 2225.4 2585.7 
Australia _ 





1086.9: 
2187.8. 


+48 
-05 


-10.5 -133.. -113 
a BR mtg Bs IB 








1.8. 


+ 8.8 AT 








22.0 





+33." 





7-03 $ 





wed 





uoa e] 














921.3 





South Africa 10457 





Sweden 1437.4 1604.5 





Switzerland 358.9 388.7 


lending rates from 173% to 17%. 


MONEY AND INTEREST RATES In | 
America’s money supply grew. by 6.8% (after 
the broad measure grew by 9.5%. (up from D 








ir to. 
ng by 7.5% in the year to April), ai 
X Italian banks reduced their. prir 





‘May,. the narrow measure 


Money supply » Interest rates % p.a, Monday: ‘except bonds which are previous Friday) 


% rise on year ago- Money märket: 


Commercial banks Bond yields: - - Eurocurrency! 
Narrow Broad} Overnight 3 months Prime... Deposits Gov't Corporate Deposits. Bone 



























































(M1) lending 3months long-term 3 months: 

Australia +10.9 +12.0 (4) 7.00 13.30 15.25 12.65 14.10 18,10 12 25 139 
Belgium + 9.0 + 8702) 635 1190 14.75 1150 1238 1224 1175 

Canada +60 + 31 (5) 1075 11.65 12.00 114.70 13.60 13.60 11:53. EP 
France t118 +11.612) 11.50 12.38. 1225 12.38 13,00 14.18. 1269. 133 
W Germany + 4.5 + 40 (4) 5.55 6.15 8.00 5.60 8.12 8.05 5.81 8. 
Holland +12 + 4.7 (3) 5.88 6.26 7.50 6.25 8.62 8.73 6:13 8.6 
Italy +12.9 +13 .2(12) 16.75 17.00 17,00 11.50 15.65 14.73 15.38 na, 
Japan 4.23. + 7.7 (4) 581 6:36 5.50 3.50 7.38 7.81 6.25 71 
Sweden na + 67 (3) 14.50 11.75 BET 00 11.55 11,00 12.25 11.88 ona 
Swizerland + 13 + 6.6 (2) 2.50 4.31 7.50 3.25 4.71 §.08 4.25 5.9 
UK ESEE 8.3 (4) 5.69 9.31 10.00 9.13 11.38 1207 9.25 12.1 
USA +68 + 9.5 (6) 11.66 10.90 12,50 T1415 13.18 14.30 11.56 13.6 


Other key rates in London 3 mth Treasury Bills 8.8%, 7-day Interbank 8.3%, clearing banks sisi notice 5.8 


Eurodollar rates. (Libor): 3 mths 11.6%, 6 mths 12.3%. 


+ M2 except Australia, Canada, Switzerland, U.S.A, W. Germany, M3, Japan. M2 + T Ds, UK £M3, Detinitons. of interest rai 
g uoted available on request, Sources: Chase Manhattan, Chase Econometrics, gee 
redietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse First Boston These rates are indicative h 








and cannot be construed as offers by these banks. 


current- currency units per $ 3mth forward rate 


















































TRADE, EXCHANGE RATES AND RESERVES America's overseas current-account deficit increased again in the first quan 
to $19. 4 billion; the defi nth € 12 months to March totalled $58.4 billion. Australia’s current-account deficit in the year to May i 
Germany's trade surplus of DM3.0 billion ($1.1 billion) in April was its smallest this year. In Me 

71.3 billion ($161m). 


; Bal de Commerce {Belgium}; Nederlans 
















































































































































































Trade-weightedt currency units foreign reservest* 
“account exchange rate n 
TEI : - balance Discount/ 
latest latest-12. $on premium 
month months latestt2 mths latest  yearago per$ %pa latest yearago. perf: per SDR April  yearagç 
0.41 (5) + 03 -5.6 (5) ia 1.14 1.13 Prem 0.87 83.0 793... 1.56 147 $2. 6.4 
0.08011) = 2.3 ~ O.5(12) 6.4 Prem 0.07 89.7 92.8 77.2 58.4 AS. 5.0 
1.37 (4) #443 + +073) i 1.30 Disc 0.09 917 1.79 25 _36 
0.54 (4) = 42 2 (3) 8.49 Dise 1.15 IANA 19.3" 171. 
t457 - 123) _ ae 258 2.72 Prem 5.83 23.80 ; 45.5 
+38 + 3.612) 311 2.85 3.06 Prem 5.38 4.28 . 
= 63° ~_ 41 (9) 170} 1515. eed F16 Dise 3.63 2342 
+95.7 Prem 5.28 321 
+21. i Disc 0:12 ALB. 
— 37. + 9.0(12) 22 2n 2. ‘Prem 7.23 345 
~ 2A + 4:7 (4) 073 0.65 0.72 


























The NEW A320. 
Arrival of a superior intelligence. 


A320: The most Complete Package 
of New Aviation Techno ology to become 
available to the Airlines since the Dawning 
of the Jet Age. 


— 
a 
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AIRBUS 3 Y 


COME I. ITO TH. 
CITI OF TOMORROW 




















Where electronic banking connects you 


| with people, not just computers. 





The Citi of Tomorrow. Where the key to electronic 
banking is the people behind it: Citibankers in over 2,300 
worldwide offices. These professionals bring you some of 
the most flexible, easy-to-use electronic banking services 
in the international financial community. 

For example, Citibank’s electronic cash management 
system. This systern went from six international customers 
to almost 500 in just a few years 

The reason: Citibankers like Ingrid Weidner and her 
colleagues. These financial experts work in Citibank’s 
operations center in New York, assisting customers around 


| the world. Read on to learh how. 

















‘Where Citibankers tailor electronic 
services to meet specific needs. 


From automating repetitive processes such as funds 
transfers, to providing up-to-the-minute reconcilement 
details, Citibankers can adapt electronic banking services 
to meet the demands of your organization. 

Citibanker Ingrid Weidner points out: “We're the only 
bank that gives customers direct access to a work station 
professional. We correct problems on the spot and support 

services that meet individual financial needs. We are the 
system.” 

To learn how Citibankers like Ingrid Weidner cai 
help you use the latest electronic banking services, 
contact your local Citibank account manager. 








onic banking customers 


CITIBAN(® CITICORP 


GLOBAL ELECTRONIC BANKING 








28 


| 
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74 














LONG 
ON RESOURCES. 











SHORT 
ON RED TAPE. 


‘Thats the difference’ 








5 





the fact that our 2000 branches 
provide an integrated system that 
specialises in working with the 
speed, accuracy and efficiency that 
international projects or contracts 
demand, if the opportunities are 
to outweigh the problems. 

In fact, since we can offer 


Next time you're involved in 
financing an overseas operation, 
don’t make any major decisions 
before talking to Standard 
Chartered Bank. 

You'll find we can save you 
valuable time; because as the UK’s 
largest independent international 
bank, with an established repu- everything from currency dealing 
tation in the Eurocurrency markets, (in 55 currencies, through 18 
we're likely to have the resources to handle projects of locations around the world), through leasing, trade 








t ) 





any size and complexity. finance and cash transmission, to merchant banking 
Because we have branches in over 60 countries, services in eight financial centres, you may well discover 
you'll find us unusually helpful when it comes to pro- that Standard Chartered can make all the difference to 
viding local or multicurrency finance. your ability to do profitable international business. 
And you'll find some very definite advantages in That’s a difference worth hearing about. Call us soon. 


Standard % Chartered 
Direct banking,worldwide 


Standard Chartered Bank PLC Head Office: 10 Clements Lane, London EC4N 7AB. 










City of London JULY 14, 1984 
Radical despite itself: a survey 

alter page So. ies Gi me 
C 









: The 
‘CcOonomIst 


Volume 292 Number 7350 












World politics and current affairs 


11 The proper study of mankind is also man 

12 Towards a British general strike? 

A 1985 recession 

The case for Peres.in Israel 

A semi-house-trained City of London. 

Diplomatic immunity: Nigeria goes too far 

A short walk in Manan set: Come on. comrades One 

more push! 

25 International: Vietnam: ‘Halt-peace 
as war, Sri Lanka; India; Israel; Lebano Atri 

t: Argentina; Nicaragua; Japan. 

35 American Survey: The long right: ; 
Television; Texas; Michael Jackson; Handic: 
Car safety 4 

45 Europe: Cheer up Europe, you're still th 
Mitterrand’s travels; Italy and France; West. 
Greece; Jugoslavia; EEC commission presidency, 
internal market; Avignon festival 

51 Britain: Old memories, new strikes; Local 


























































eddling with unborn Prison policy; York Minster; Nigerian kidnapp 19; Higher 

it with caution, page 11. education; Social security; Buses 

e alchemy does not stand 

|, pages 79-82. Americas | Inside Afghanistan Business, finance and science _ 

wanien Tr nandicapped Our special correspondent : i ! 
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Working-class Britain 


SIR--As one of your long-time 


_ working-class readers who seems 


-to suffer from many of the nostal 
>> pe and emotional hang-ups that 
-- you attribute to us (June 30th), I 
“wonder if I might straighten out 
your perplexed leader writer, to 
some degree? 

The miners are not trying to 
keep open geologically exhausted 
pits. The arguments are about 
ones which, in the opinion of the 
coal board, are economically un- 
viable. In view of the ability of 
the board to change its mind at 
short notice; the low standing of 
its powers of judgment are at 
least understandable. 

: More to the point is the hector- 

“ing tone and the take-it-or-leave- 
it attitude of the board and the 
overnment. Mr Arthur’ Scargill 
- at least has justifiable feelings of 
=. Outrage to explain his rhetoric, 
>but Mrs Thatcher and Mr Ian 
MacGregor do not. Indeed, on 
the lady’s part it looks like an 
‘unpleasant attempt to get back at 
vone who appears to have crossed 
her years ago. 

In: my view, decisions about 
putting people out of work can 
¿never be wholly economic. The 
effect on people both physically 
and mentally must always make it 
a social problem as well. This 
seems to have been-an acceptable 

_Mational philosophy for a very 
long time indeed. Once again the 
working ‘class seems to be the 
‘defender of tradition, and hence 
_ | it should attract all right-thinking 
-~ = people. 
Abingdon, Oxon 


























JACK HORN 


e SIR—Stripped.of its senior com- 
= mon room urbanities, your loyal- 
< ties leader is simply stating that 
the working class in Britain is 
. more stupid and more conserva- 
tive than those other ‘classes 


which are now ‘attempting to gov- 


emit... : 

_ Maybe you are right, but. your 
‘editorial scarcely «demonstrates 
it First, the miners’ leaders do 

= not seek to keep open “geologi- 
cally used-up” pits. They agree 
~ with the NCB that geology and 
Safety are grounds for closure. 

“Economic” was the. word your 

writer was-groping for. 

Second, how can most “under- 
ground miners” (is there any oth- 
er “miner’’?) earn over £12,000.a 

year, when average annual earn- 
ings for underground. face work- 
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ers would-be less than £11,000 


based on figures from last year 
adjusted upwards for the pending 


_ pay increases? 


London WILLIAM RENNIE 


SIR—You express surprise that 
people earning over £12,000 a 
year or owning their own house 
should. consider themselves 
working-class. Surely anyone 
who “works” for a living is 
“working-class”, even writers of 
articles such as “Loyalties clog”, 
if the writing of such articles can 
be considered work. 

Droitwich Spa, 


Worcestershire W. W. HOLDEN 


SIR--Very old-fashioned Marx- 
ists may identify class as a func- 
tion of assets owned and income 
received, but market researchers 
do not. 

Researchers in Britain assess 
social class purely by the occupa- 
tion of the head of the household, 
as this is deemed the best “objec- 
tive” summary of the complex 
mix of economic, sociological 
and psychological factors that re- 
sult in the concept of class. Thus, 
£500,000-plus per annum barris- 
ters and brokers share an “A” 
designation with £5,000-minus 
per annum clergymen, while 
£30,000-plus linotype operators 
on Fleet Street newspapers are 
classified as “C2” (skilled work- 
ing class) as are £5,000-plus-or- 
minus bus drivers. 

At the same time, we often ask 
people in our surveys to assess 
their own perception of their 
class status. At the turn of the 
year Mori repeated a question 
first asked. by Gallup in 1949. It 
asked people to say what class 
they themselves thought they be- 
longed. to. Despite the enormous 
social. changes that have taken 
place over the past 35 years, the 


‘responses were almost: identical. 


Those’ who thought. they were 
working-class in 1949 accounted 
for 43% of thé sample,. while 
42% say they are today. By the 
“objective” measure, 61% are so 
designated. 

The contrast between the “ob- 
jective” and “subjective” mea- 
sure of class has considerable 
political significance here. 
Among those assessed-as work- 
ing-class who describe them- 
selves as such, Labour had a 33% 
lead over the Conservatives, 
while among those in working- 


mail to Times Printers Sdn, Bhd, 


-themselve: 









class ho 





s middle-class there 
is a 2% Conservative lead, a 
“political: perception gap” of 35 
points. 

Rovert M. Worcester 


London Mori 


SIR—It may seem fanciful to ex- 
tend the antecedents of your dis- 
cussion of class loyalties back. 
almost nine centuries earlier than 
the Jarrow marchers, but I would 
be intrigued to -hear.a refutation 
of the following proposition, 

In 1066 the Saxon and. Celtic 
inhabitants of this island were 
conquered and colonised by a 
dominant race of outsiders—the 
Normans. Unlike similar subse- 
quent colonisations of ‘North 
America or of India, skin colour- 
ings were similar ini conquered 
and conquerors. The. centuries 
have blurred many: of the distinc- 
tions between the two: groups; 
and intermarriage has further 
eroded the boundaries. But are 
the mannered mouthings of the 
typical public-school product not 
the vestigial remains of courtly 


- French superimposed ‘on. the 


Anglo/Norman hybrid ‘language 
now known as English? And are 
the regional dialects known as. 
Geordie, Scouse and the like not 
the remains of regional variations 
in the tribal languages of pre- 
invasion times? i 

Why does Britain have a much 
more rigid class system than any 
other European country? Be- 
cause it is not really a class system 
at all; it is the lingering flavour of 
colonialism. 

If it were not for the extreme 
racial differences, the other ex- 
amples cited above would have 
become as insidiously benign as 
this Norman invasion has over 
the centuries. Like any wise 
group of rulers, the Normans 
elevated the more aggressive and 
talented of their subjects and re- 
warded them with honorary Nor- 
man status. There has not been, 
to my knowledge, any prolonged 
period in the last nine-hundred 
years in which the original rela- 
tionships established after the 
Battle of Hastings have been al- 
tered in a material way, 


London Jor Boro 





Apprentices 


SIR—You ask (June 16th) wheth- 
er apprentices would work for 
less than the inflated wage rates 
the unions insist upon. 

Every week at this time of year. 
this company receives numerous 
letters from young people almost | 
begging for a start. If we adver- 


tised that we would take appren- 
Published weekly (except for a. combined issue the last week in December and the first weak in January) by The Economist News 
4 Printed in Singapore. , Times Jurong, 2 Jurong Port Road, J i 







-cruiting excellent ones, as 


Bromley, Kent 





and pay them nothing 1 
t one or two years, * 
have no. difficulty in-# 





would 





training is known to be ex 
tionally good, p 

Büt we cannot do this, sing 
any apprentice can take us 
court.to-be paid the accepted ray 
in the industry, even. if the a 
Prenticeship agreement did rm 
stipulate we must pay these rate 
‘The result is; that the compas 
now limits apprenticeships to ti 
sons of employees, because a 
prentices are too expensive. 

Mr Norman Tebbit should t 
to ensure ‘that apprenticeshiy 
‘are offered at a wage acceptaty 
tothe employer as well as tt 
apprentice. By failing to do so, ¥ 
is condemning additional your 
people to. the demoralisation ¢ 
unemployment. 

G. E. T. GRANTE 
Harp Heatir 


Voting abroad 

SiR—In referring to the membei 
of the Upper House (June 16th. 
you comment that they are thi 
only British citizens with no el 
toral vote. 

May I remind you. that ther 
are thousands: of other Britis 
citizens with no electoral vot 
either? I refer to those, like my 
self, living abroad and who ap 
pear on no electoral roll’ Thi 
unfair arrangement has been re 
cently highlighted by the elec 
tions to the Europear 
parliament. 

While there may just be a casi 
for depriving us of the right t 


vote for the United Kingdon 
'yThe Economist 


3 Intelligence Unit 


Opec andthe 
World — 
Refining Crisis 


in the Gulf and elsewhere, oil 
producing countries have been 
moving downstream, and investing in 
large, modern; versatile refineries. 
Their impact-upon thé economics of 
refining in various parts of the world 
is analysed in this Special Report. 
Essential reading for those who need 
to understand the causes and 
consequences of the world refining -< 
crisis,-and Opec's role.in that crisis. 
Price £250 of USS500. Airmail postage £2: 
(USS$4). Payment with order please. 


The Economist Intelligence Unit Ltd (X1) 
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EXECUTIVE FOCUS 


RECRUITMENT CONSULTANTS 
25 New Broad Street, London EC2M wie 
Tel: 0T 589 3588 or 01-588 2576 

Telex No. 887374 


A key position with scope to become Senior Analyst in 6-18 months and 
to become a Portfolio Manager in 4-6 years in either Lon 


RESEARCH ANALYST — HIGH TECHNOL 


MAJOR INTERNATIONAL INVESTMENT BANK 
OVER £3 BILLION UNDER MANAGEMENT 


«We invite applications trom candidates, aged 28-35, with a university degree and preferably an MBA, who have acquired at least four years practical ana- 

_ lytical experience in the high technology field. This is likely to have been acquired either with international consultants, or ina major internatio: 

: 6lectronies/high technology manutactirer, or in a stockbrokers. or financial institution, The successful applicant will be responsible for specialising 
commercial and financial analysis of companies in the electronics/computer/telecoms or defence industries. Contact will be at the highest level and will 
call for the provision of succinct advice to the internal portfolio managers. Some travel will be necessary to the USA and Japan. A deep interest in invest- 
ment plus a. commercially enquiring mind is important. Initial salary negotiable, £25,000-£40,000 + profit sharing + Car + non-contributory pension, 

~. free life assurance, subsidised health cover, removal expenses if necessary, subsidised mortgage. Applications in strict confidence under reference RAHT 

- 4280/6; to the Managing Director: i 


CAMPBELL-JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS) LIMITED, 
`- <35 NEW BROAD STREET, LONDON EC2M 1NH. 
TELEPHONE: 01-588 3588 or 01-588 3576. TELEX: 887374. FAX: 01-638 9216. 


9 a qo | 
Director of Finance 
| a | | 
i | : } 
Applications are invited for the post of Director of Finance. The vacancy arises from the appointment of the present | 
holder to a post outside the Electricity Supply Industry. : 
The Central Electricity Generating Board is one of the largest integrated electricity generation and transmission 
authorities in Western Europe. Currently its gross revenues are over £7,000 million annually, and its annual capital 
expenditure in the region of £800 million. 
~The Director of Finance is responsible for the full range of financial and accounting activities which are normal for 
an organisation of this’size, bur in addition carries responsibility for commercial activities, and for advising on the’ 
formulation of the Bulk Supply Tariff. i 
He/she has.a key role as financial adviser to the Board, who will look to him/her to develop financial policies which 
assist the Board's operational strategy, having regard to the economic climate in which the Board operates. Experience i. = 
_ of finance management in a very large organisation, and the ability to demonstrate mature Judgement on financial’: 
` issues, are essential requirements. 5; 
-0 Applicants are likely to be ar least 40 years of age with professional and academic qualifications. ih 
Initial salary for this appointment will not be less than £30,000 per annum, together with the usual benefits 
pertaining to.an appointment at this level, i 
s Applications, quoting ref. 129/84/TE and giving full details of experience, qualifications and present salary, should 
~ teach the Deputy Chairman, C.E.G.B., Sudbury House, 15 Newgate Street, London, ECLA 7AU not later than 
30 July 1984. 
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_. attention and bring pressure to 
bear on Westminster? 





_ Rhode Island 
-< $iR—In your report (June 16th) 
on the ill-fated Rhode Island 
= Greenhouse plan, the impression 


ods given of an economic plan 





o carefully designed to cure a prop- 


-erly diagnosed illness, and of vot- 


-ers who acted out of ignorance or 
» Opposition to enlightened com- 
-< munity leadership. The truth is 
otherwise. ` 

- The Greenhouse proposal 

Called for-expenditure (over sev- 
-en years) of $250m of taxpayers’ 
< money, through bond issues and 
higher business taxes. On a per 
_ Capita basis, this is the equivalent 

Of a $60 billion federal 
programme. 

e Greenhouse report failed 

o demonstrate that the peculiari- 
ies of the Rhode Island econom- 
c environment are evidence of 
economic misallocation or mal 
function. In the absence of such 
_ proof, any moving around of re- 
“sources could hardly be expected 
| to repay the financial costs of the 
_ programme. The voters per- 
ceived that their money would be 
transferred tọ politically fa- 
voured businesses, by an ad hoc 
_ administrative agency packed 
_ with political appointees, subject 
+ to few legal or procedural safe- 
. guards. They. rejected the pro- 
<o gramme by four to one, 
> In view of the trendiness of 
= “industrial policy” among eco- 
|. nomic activists, Greenhouse will 
"arise again in some other political 
«jurisdiction. The Rhode Island 
experience suggests that it will 
-fare better in legislatures than in 
_ public referendums. The: voters 
_ Rave better instincts’ on these 
_ matters than some of their elect- 
ed representatives. 
Providence, 
-“Rhodelsland “George H. Borts 

Sienaan 


Jesse Jackson 


SIR=You say’ (lune CTR that: 
Jesse Jackson’s “silliness in call- 
ing the Jews hymies . ... has got 


muddled up with his serious and 
well-intentioned suggestions” on 


6 





JOHN. BALDRY ` 


that Mr Jackson’s terminology 


„indicated only “silliness” and not 
“anti-Semitism, or that Mr Jack- 
$00 was “silly”? to express in pub- 
` lic his true opinion? 

~ “Lfa white person had called Mr 
. Jackson a nigger, would you also 
» tall that “silliness”? 
` White Plains, 


New York 


Sikhs - 


SIR-Mrs Gandhi. has clearly not 
learnt the lesson of history—that 
nobody has ever subjugated the 
Punjab (June 9th). The cache of 
arms found in the Golden Tem- 
ple, supposedly signifying foreign 


MIRIAM HimMELFARB 





‘involvement, will be a trickle 


compared to the torrent of arms 
and finance being directed to the 
Punjab by Sikhs throughout the 
world. 

All people have the right to 
self-determination. This callous 
act has shown that there is no 
room in the Indian Union for 
Sikhs, and whatever Mrs Gandhi 
now does cannot stop the inevita- 
ble. I must conclude by thanking 
Mrs Gandhi for laying the foun- 
dation stone ‘of an independent 
sovereign Sikh state, Khalistan. 


Dublin HARPAL SINGH MANGAT 





Bank accounting 

SiR-—“Banking on Latin Ameri- 
ca” (June 30th) sits ill with 
“When debts go bad” (March 


10th). In the ‘earlier article you: 


claimed banks were understating 
earnings by making loan loss pro- 
visions because they were “‘em- 
barrassed by the size of their 
profits”; in the later one you 
advocate higher loan loss re- 
serves against problem country 
debts. You cannot have it both 
ways. 

As the later article correctly 
points out, income recognition is 
the real issue: by continuing to 
accrue interest on loans which the 
borrower will never repay and is 
servicing only with new money 
lent by them, the banks are over- 
Stating their earnings. Either they 
should not recognise the income 
or they should provide against it, 
treating this provision as an inter- 
est expense. Your March 10th 
suggestion, that banks should 
continue to accrue the interest 


„but use the resulting profits to 
- add to equity reserves, was. in- 


deed ‘culinary bookkeeping: As 
you now apparently accept, these 


“profits” are not real. 


_ -At present it is banks’ deposi- 


tors who are funding their prob- 


lem country lending. This cannot 


merica’s approach to peace in la 
«the Middle East. 


ic end the burden w 
+ fall on the taxpayers of the deve 
Are we to understand from this 


oped. world. This unsettling pro- 


cess could be got over quicker if 


banks stopped. fudging (your... 
word) their accounts and: made" 


adequate ~ provisions. | These 
would have the result of making 
it clear that many of the world’s 
largest banks are insolvent. With 
Continental Illinois the United 


States authorities have set a pre- 


cedent of bank rescue. The same 


or similar measures could be tak- 
en by national authorities to bail, 


out other banks. The fear that 
this would be inflationary does 
not seem justified; on the con- 
trary, there is a possible danger it 


could be deflationary. 

Litlington, 

Sussex Davip‘ANDREWS 
Henley 


SIR—South Africa’s “national 
eight” did not need to wear En- 
glish vests to win the Thames Cup 
(uly 7th). The Notts County 
crew who protested about.them 
did so on the ground that they did 
not have the guts to appear under 
their own club colours. 


The, politics of rowing is a. 


nightmare. South Africa’ is 
barred from the Olympics regatta 


_ but is a member-of the interna: < 


tional rowing federation (FISA). 
Henley runs under its own rules, 
which bar national teams but ad- 
mit clubs or club combinations, 
irrespective of nationality, © 

This does not stop national 
crews: Britain’s Olympic eight 
competed in the Grand as. Lean- 
der-London. The South Africans 
appeared just before Henley in 
Germany, with the same crews 
calling themselves Trident—a 
well-known umbrella flag for 
South African crews made up of 
talents from several clubs. They 
chose to shelter under the Cam- 
bridge town club Cantabrigian at 
Henley. 

Furthermore, domestic crews 
in the over-subscribed Thames 
Cup are required to take part in 
pre-regatta time trials if their 
form is not known. Cantabrigian 
were not required to do so. Ei- 
ther the stewards knew their form 
or their origin. 

There were two legitimate 
complaints against the South Af- 
ricans at Henley: that the record- 
breaking winners of. the Thames 
Cup would have been better 


placed in the Grand, and that the... 
wearing of Springbok socks © 
(green and gold) .by oarsmen. 
whose club livery is blue and 


white is a breach of rules. 


CuristorHer Doop 
London 





„project where most of the work 


“ciently 


The Guardian New York 


SIR—The Danube-Black Sea Ca 
nal, officially opened by Ruma: 
nia’s President Ceausescu, has 
longer and more painful hist 


















Stalinism: in 1949, as a pharaoni 


ers were political prisoners. Ten 
of thousands of them were literal- 
ly worked to death; many. more 


“Were maimed for life or died off 


illness. The digging was aban- 
doned after Stalin’s death in 
1953. Ever since, it has been 
known in Rumania as Canalul 


_ Mortii (Death Canal). 


It was fitting that Mr 
Ceausescu should inaugurate the 
canal. In 1950, as lieutenant-gen- 
eral and political head of. the. 
army, he was one of the Commu: 


hist bosses dedicated to the exter- 


mination of the nation’s demo: 
‘cratic elite. 


London 


Horia GEORGESCU 


Bird brilliance 


-C SIR—It may interest you to know 


that we have found our Egyptian 
vultures far from. bird-brained: 
(June 16th). On giving hand- 
reared ‘five-week-old Egyptian 
vultures chickens’ eggs, they 
were picking them up and throw- 
ing them within two minutes. 
Because we fly our birds in a 


‘field, one of our vultures has 


taught herself to take an egg over 
to a stone which we put out for 


“her on the grass. She throws the 


egg at the stone as it won’t break 
on the grass. You can move the 
stone quite a distance and she will 
still run over to it. 

Gloucester, Jemima PARRY-JONES 
England The Birds of Prey Centre 
nease 


Cheerful uncertainty 


SIR—It is good to learn that the 
Heritage Foundation’s projec- 
tions (The Resourceful Earth) 
run counter to the doomsaying to 
which most futurologists seen 
committed (June 16th). It would 
seem that those who look to the 
past too often imagine it to be 
better than it was and those who 
look to the fature too often imag- 
iné it to be worse than it will be. 
The finest analysis I have run 
into on.the:nature and problenis 
of predicting the future is by E. 
F. Schumacher: “I thus come.to 
the cheerful conclusion that life, 
including economic life, is. still 
worth living because itis suffi- 
y unpredictable to be 
interesting.” EN 





Lovo Mcaua 
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A Magnificent Office Headquarters Building. 
Lease for Sale 


Chestertons 


Chartered Surveyors 
Telephone: 01-499 0404 
Telex: 8812560 
Ref: WHCB 
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OUTSTANDING 
HAWAIIAN PROPERTIES 


Keauhou-Kona: imaginative, architect-designed 
contemporary on six acres in Kahaluu Farms amidst 
tropical forest overlooking the Pacific. Pine grove, fruit 
orchard and greenhouse. Brochure E-657491. 
$500,000. 


Maui: In a small private enclave north of Lahaina, this 
rare fee simple oceanfront home site is available. The 
9,755 sq ft property has. 108ft. of ocean frontage, 
magnificent views. Brochure E-657448. $475,000. 


Kailua-Kona: With gorgeous unobstructed ocean 


views, this brilliantly designed residence of. three 


apartments is an ideal corporate retreat. On famous 
Alii Drive, with elevator, pool and privacy. Brochure E- 
657449. $775,000. 


Keawakapu Beach, Wailea, Maui: Adjacent to 
the famous Wailea Resort, this spectacular and rare 
beachfront parcel consists of over 1} acres, totalling 
26,289 sq ft. Brochure E-657465. $975,000. 


Previews inc. 


“SINCE 1933 THE FIRST NAME IN FINE REAL ESTATE” 


_735 Bishop St. Honolulu, HI 96813 (808) 523-1188 


EDWIN THOMPSON & CO 


For Sale by Private Treaty 
AN EXCELLENT GROUSE 
MOOR | | 
STUBLICK ESTATE 
ALLENDALE 
NORTHUMBERLAND 
Keepers Lodge, Let Farm 
producing £3,000 p.a., 

39 acres Commercial Woodland. 
Two Days Driving 
Average of 951 brace Grouse 
over the past 24 years 


About 5, 49 acres in all Su 
42 ST. JOHNS STREET, 
_ CUMBRIA CA12 5AG 
TELEPHONE 0596 72988: TELEX 64460 


An exclusive development on™ 
one of Spain's top golf courses 
Luxùry Townhouses overlook the 
Torrequebrada Golf Course ~ 

scene of the Spanish Open in 1979 - 

on the Costa del Sol. .. 

The California of Europe. 

Prices range from 

£37,000 to £75,000 | 

Free Membership to the Golf Club 


- On-site Management and 


Secretarial Telex Services 
100% financing available 
(Subject to status) : 


Executive Properties. 
“International Limited 
§0:Pall Mall, > ee 


` London Swi > 


Telephone | 
01-930 2666/9114 ON 
Telex | OON 
8956024 CENTRE G 


Altos del Ro 


p 


Aranco Overseas has been retained to introduce amongst the 
finest homes available in the Puerto Banus aréa, 
Exclusive 2 and 3 bedroom villas with luxury finish and all with sea and 
mountain views, set in 20-acres of magnificent moorish gardens. i 
Own residential club providing stylish comfort with restaurant tennis, 
swimming pools, jacuzzi etc. Altos dél Releg must bethe best value 
in the area with special introductory prices from £50,000. To avoid later 
regrets compare our product first. For full colour brochure contact: 


re AUN, 


i 
j! i 
i 


“Yee: 267414 REALTY & sone 
Direct sales office on site Tel: Marbella 784546 
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Tin locking for West End Offices 
| _ with good accessibility, 
peat on the Central and Northern lines, 


- and I would like them to be oe 
~ ina prominent position that’ easy to find. 


_ The Offices should have plenty of 
car parking available. 


- The ‘space must be flexible and have 
| excellent natural light, 
ana if its air-conditioned, a ithe better, | 





- Oh...and Idon’t want to pay a fortune. s 


There is onya one anser 


—. in units roll 4,350 sq. fioo 
o up to 52.000 sq. ft: 2 
i `- At the junction of Charing ‘ross Road and Oxford Street 


_. ‘with its own private entrance to Tottenham Court Road _ 
Underground Station 


To find out all the facts contact 
















oa || Estate House, 130 Jermyn Street, È 


i London SWIY 4UL. Telex 267761 
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<- BALANCE SHEET 
AS OF NOVEMBER 30, 1983 


f tin milon Lire) 
< ASSETS: 
ECURITIES 
OTHER ASSETS: 


1983 





LIABILITIES 
BANK MORTGAGE LOANS 
MEDIUM TERM: LOANS 
BANK CURRENT 
ACCOUNTS 

CONTANGO PAYABLE 
OTHER ACCOUNTS 
PAYABLE 


OTHER LIABILITIES 
SHARE CAPITAL 
RESERVE FUNDS 
-NET PROFIT 





The accounts of Invest as of November 30, 
1983, show a significant progress over the pre- 
vious year. 

< The security portfolio amounts to about Lit. 
302 billion (+ Lit. 142 billion over 1982). More spe- 
cifically, 61% of the portfolio is invested in subsidia- 
ries and the balance in associated companies. 

As to investments by sector, 60.1% refers to in- 
surance, 30.3%. to industry, 9% to finance and 
banking and 0.6% to:other sectors. 

Net profit also showed a substantial increase 
from Lit. 7.8 billion to Lit. 9.8 billion. 

The year was also characterized by a major 
growth in profits resulting from security transac- 
tions that rose from Lit. 6.7 billion to Lit. 9.7 billion 
approximately; Lit. 9.1 billion relate to shares and 
about Lit. 600 million to fixed interest securities. 

Losses on security transactions decreased from 


Lit. 2.8 billion to Lit. 2.0 billion. 





|. Excluding the profit for the year, Company’ S 

-net worth amounts to Lit. 211.2 
billion (Lit. 114.5 billion relating. 
to the share capital) as compared: 


SVILUPPO E GESTIONE INVESTIMENTI MOBIL 
SHARE CAPITAL LIT. 114,531,242,000 


HEAD OFFICE: 25, VIA TURATI - 





PROFIT AND LOSS ACCOUNT 
AS OF NOVEMBER 30, 1983 


a 
















1982 


tin million Lire) 
- DIVIDENDS AND 
TAX CREDIT. 
. INTEREST ON BEGURITIES 
| AND CREDITS 
PROFITS ON SALE 
_ OF SECURITIES 
> OTHER REVENUES 
- OTHER INCOMES 
















PERSONNEL, 

C ADMINISTRATIVE 

_ AND OTHER EXPENSES 
- DEPRECIATION 

_ RESERVE FUNDS 

_ INTEREST PAYABLE 
LOS 


-ADJUSTMENT OF 
SECURITY VALUES: 
TAKES 


_ NET PROFIT 





with Ge 140 billion in 1982. Hence, during the 
course of the year, Invest substantially improved its 
assets so as to undertake more effectively possible 
new initiatives in the future. 

The Shareholders’ equity resulting from the 
balance sheet is Lit. 3,688 per share that reaches 
Lit. 3,860 adding 1983 net profit;as compared with 
Lit. 2,950 in 1982; this figure does not include an 
outstanding appreciation of assets. 

The Shareholders’ Meeting resolved the 
payment of a Lit. 130 dividend per share (Lit. 

2,000 par value) from June 5, 1984 (7% as com- 
pared with 6% in 1982). 


Board. of Directors 
@ Carlo C. Bonomi, Chairman © Giuseppe Gli- 
senti, Vice Chairman @ Antonello Galli, General 
manager - Giuseppe Bolchini - Armando Fru- 
mento - Innocenzo Gasperini - Niels Minners - 
Aprann Nezzo @ Rinaldo Ossola -Carlo Prinetti 
Castelletti - Michael John Verey 
T.D. è Enrico Zanelli (¢ members 
_ of the Executive Committee). 
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uman beings will end their second millennium since 
hrist perfecting the means to tamper, for the first 
ne, with their own nature and existence. Having first 
locked the power to annihilate every living person 
ready born, scientists are now learning ways to 
eddle with the unborn. This is proper cause for alarm. 
should not be cause for panic. 

Science is knowledge.. Knowledge cannot be un- 
arnt. That is the present nuclear misfortune, and it is 
e present genetic risk. States and laws can attempt to 
annel knowledge, and to regulate its effects. They 
n attempt to impede it or delay it. But they can ban it 
ily if they are willing to see it dive underground. 

So.a wise mankind will look at this latest potentially 
rwellian knowledge that it is acquiring and decide 
w. best to channel what can do good, how best to 
oid what will do harm. Above all, it should decide 
w best to make such tinkering with unborn human 
ganisms meet moral standards that do not undo what 
ng man and woman stand for. 


1e Warnock landmark 

nh pages 79-82 we examine:some of the present science 
experimentation on embryos out of the womb and on 
etuses. The beneficial uses—and the abuses—that are 
ily starting to become possible speak plainly from the 
ite of the art there described. This is an alchemy that 
Il not stand still. Last week, papers published in 
ature and in Cell, two scientific journals, identified a 
ne fragment that looks common to insects, animals 
d humans. A universal key to why each body-part of 
ch species is shaped the way it is now seems at hand. 


nbryologists may have, as they did not a fortnight - 


0, a way to catalogue the still obscure events in the 
velopment of a human embryo—and in human 
mours. The prospect is of a continuous, rapid unfurl- 
2 of new choices for research. 

Noisy debates about this unfurling knowledge have 
ady broken out in Australia, France, America and 
where. One is about to break out in Britain which, 
it happens, is among the world’s leaders in scientific 
search on. artificial reproduction. In Britain, the 
vernment chose not a scientist but a celebrated and 
asitive philosopher, Dame Mary Warnock, to chair a 
mmittee of very disparate talents, to report on and 
se: the complex ethical and moral issues now raised. 
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: roper study of mankind 


decide such deep moral dilemmas of definition. But no 
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This committee is.due to report soo 
unanimous in allit says. ae 
Early accounts say that Warnock € 
that research on living human embryos be permitted 
only within the first 15 days after fertilisation. Even this 
will provoke a storm. For there is little compromis 
available between absolute opposition to embryo re- 
search, under any conditions, and the other, wide range 
of opinions on this subject. A minority of the Warnock. 
committee would like a total ban; the many people who 
oppose all abortion will also want this. For those who. 
support experimentation, on the other hand, even a 
day limit set for restricting research on embryos will b 
overtaken by events—such as the gene discovery men 
tioned above—as soon as it is agreed upon. Be 
Almost because of its own divisions, and the anxietie 
it will address, the British Warnock committee wil 
provide an early landmark in an international debate 
that will grow much more complex with time. Its bes 
recommendation, therefore, will be for a perman 
advisory group to be set up, to monitor developme 
and to examine the need for each new line of research 
and the ethical implications raised. This permanent 
body would have power to. license research establish 
ments and inspect them, safeguarding what Dame Ma 
Warnock has called “human sensitivity to outrag 
against other humans” and weighing possible gains to. 
living individuals against damage to any embryo. 
The question “when does ‘life’ begin?” is unanswer-. 
able. The classical theological answer—‘“at concep- 
tion”—is regarded by scientists as no longer fitting the 
evidence as they define it. Both sperm and egg are alive 
before they join at fertilisation. But can a fertilised egg 
be described as the start of an individual life, when i 
may split in two and become twins—or when two eggs. 
may fuse and become one? Can it be said to be on its” 
way to humanity until 10-15 days later when it implants. 
in the wall of a womb—an entrance test for “life” that 
more than 50% of fertilised eggs fail? A belief that 
fertilised eggs which do not implant should be protected - 
as potential human beings would require a ban.on some 
versions of the pill and intra-uterine coils (both of which 
contracept by preventing implantation) and the retriev- 
al of lost eggs from the menstrual flow. - 
_ Committees, you will say, are rarely well suited t 


d will not be 


ny plural so such. i 
h committee should speak for society, not- for 
cience. It should contain, as the Warnock committee 
does, a mixture of doctors, lawyers, theologians, social 
scientists and plain citizens. Those opposed on principle 
o any research of any kind on embryos should not sit 
on it (several Swedish committees to monitor the 
humane use of animals in experiments have been 
a ralysed by anti-vivisectionists). Nor should it include 
-scientists who stand to advance their careers by embryo 
_tesearch. 
- Such a committee should not waste time trying to see 
too far into the future. The nightmare visions of babies 
| bottles offered by the tabloid press are nowhere near 
reality. It is not going to be possible to inject intelli- 
gence or musical ability, like a touch of nutmeg, into the 
_ baby mix. Fears of that underestimate the complexity of 
_ gene structure, of embryo development and of hormon- 
al interaction between embryo and mother’s womb. But 
there is much that needs to be decided now. 










Embryonic morality 
Quickly, such a committee should try to establish 
absolute barriers between the treatment of early embry- 
_os and of experimental animals. No cluster of human 
_ cells should be grown to the point where it can feel pain 
or perce e its environment. No embryo should be kept 
sage are unknown. No experiments on it 
j «be performed without their consent. There 
should be a time limit on storage of all frozen embryos. 
No new line of research should be undertaken without 
the approval of the ethical committee of the institution 
involved. All hospitals and laboratories working on 
_ artificial reproduction should be licensed and inspected. 
With such safeguards, stringently enforced, the new 
_ possibilities opening up should be allowed to be ex- 
_ plored. Bizarre as some may seem, they offer humane 
ospects. At the moment, a woman may discover at 
14-16 weeks, through the unpleasant and dangerous 
procedure of amniocentesis, that her baby is deformed. 
ie new research promises to reveal the abnormality 


Throughout the 18 weeks of the coal strike, several 
ousand Britons have been doing things which are 
manifestly unlawful, but which have been allowed. 
None of the injured parties—the National Coal Board, 
British Rail or British Steel—has used its rights under 
the employment laws passed in 1980 and 1982. When 
Nottinghamshire miners who had voted not to strike 
ere first violently picketed by people who had never 
orked anywhere near their pits, the coal board got a 
urt injunction to say this must not happen. It has gone 
on happening because the coal board did not enforce its 


injunction, for fear that the Notts miners’ determina- 
yo 


: much earlie 
less distressing. 


Towards a general strike? 


Not necessarily, and if so not one Britain should be frightened to face 


pregnancy whe ortion is safer an 

Public debate should, at this stage, be less indignas 
about the wilfulness of scientists and more embarrasse 
about the social issues left unexamined since Britai 
approved artificial insemination by donor (AID) on th 
National Health Service and legalised abortion in th 
late 1960s. These needed to be faced years ago. Britis 
law regards as illegitimate the 2,000 babies born eac 
year to the wives of infertile men who have bee 
impregnated by syringe with another man’s spern 
They therefore have to be adopted by their naturi 
mother and nominal father, thus opening a proceduri 
intended to be kept secret, to public records. Such AI) 
can be performed by almost any doctor, who can choos 
donors by his own standards, Hitlerian or otherwise. 

These social issues, like the scientific and moral one 
will multiply and get muddled up with each other. Whi 
is the legal status of the sperm in the sperm bank 
Should a widow be able to have her late husband 
baby? Should unmarried couples be allowed AID or i 
vitro fertilisation? Should lesbian couples? Should con 
mercial surrogate motherhood—womb-leasing 1 
mothers who want but cannot have children—be pe: 
mitted? Why not? In a society which applauds adoj 
tion, permits AID, turns a blind eye to prostitution an 
carries the wet-nurse in its folklore? 

There is little call, at a time of burgeoning debate, fc 
premature legislation banning this and permitting tha 
The politicians would get the choices wrong, and wh 
could blame them? What will be needed is a channel fc 
future choices and future debate. Out of this woul 
come, one hopes, an ultra-cautious licensing boc 
always erring on the side of delay rather than adve 
ture. The time might well come when people, havir 
seen the benefits but experienced some of the danger 
will rightly clamp down on any further tinkering wit 
unborn life. But until then the choices. crowding | 
should be seen for what they are: forms of knowleds 
about man’s own body. They are not to be shrunk fron 
The proper study of mankind is also man. 











































tion to work would not survive a union griisade again 

“interference” by judges. The Notts miners themselv: 
won a court order on Tuesday that Mr Scargill must n 
unconstitutionally draw up new disciplinary rub 
against them. On Wednesday, Mr Scargill drew t 
those new rules regardless. 

When some railmen refused. to carry coal to ste 
plants, theirs was blatantly unlawful secondary actic 
against workplaces where they were not themselv: 
employed. British Rail did not seek any injunctic 
against them, on the ground that this might start on th 
railways the sort of national strike that so slimmed tł 
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industry in 1980. 

The workers at British Steel, fighting for their jobs in 
competitive industry, are determined not to be 
pped: Dut the management at British Steel has not 
ed to seek and enforce an injunction against second- 
/ picketing outside its main-plants, mainly through 
ir lest this should trigger the sort of near-general 
ike which would hurt. British Rail on which it 
pends. British Steel kept its furnaces going by 
nging in coal and ore through the docks and thence 
the steelmills by lorry and barge. On Monday 
rning, somebody at Immingham was seen doing 
nething to a barge that would allegedly usually be 
ne by a registered docker; that midnight, dockers at 
the main ports of the country were called out on 
ike. Britain is now virtually the only advanced 
intry in which instant national strikes can be called 
the issue that some particular unskilled job must be 
ne only by somebody to whom a trade union leader 
s ascribed it... 

3ritain will have to win this summer’s battle to bring 








iscal policy after the election 


e biggest threat to the world economy is a dear- 
ney recession starting in the next 12 months. It 
uld be grim for Europeans, whose unemployment 
es are still edging upward, and for Latin American 
ytors who need a cheap-money boom in their export 
rkets. It would also flummox Americans, who have 
t enjoyed 12. months of their fastest growth in 10 
irs. It can be avoided—if central bankers are quick 
their well-shod feet. 
che best early warning of recession often comes from 
nmodity markets. In the past six months, The 
mmomist’s index of prices of industrial raw materials 
fallen 113%. That is in terms of Special Drawing 
thts, a currency basket undistorted by lurches in a 
zle exchange rate. In the second half of 1981 those 
zes fell by almost 9%, and the gross domestic 
iducts of the 24 rich OECD countries then shrank by 
% in 1982. Such a steep fall in gdp is unlikely this 
e, but the commodity markets are no longer talking 
language of growth. Nor is gold, whose price falls 
en interest rates rise and economies slow: it has sunk 
m $400 an ounce in January to $345 this week. 
‘hese signals can be seen from different angles, but all 
nt to recession. Monetarists will note that monetary 
wth in most OECD countries has been slowing while 
xe inflation has been speeding. Taking M1 in the three 
rest economies (America, Japan and West Germany), 
| monetary growth rose by 6% in the 12 months to last 
tember, but by an annual rate of under 1% since. Even 
se short of monetarist faith concede that strong real 
netary growth helped the 1983-84 recovery, so its 
ent slowdown could bring recession. 
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985 world recession 


be avoided if America loosens money now and 


week’s events may have increased the 
the courts may start to levy fines ¢ 

because judges have noticed that the: 
being disobeyed, or because som 
hurt by the secondary transport s 
secure damages which larger emp 
barrassing, or because of new awards fro 
other suits from long ago. Mrs Thatch 
something like a general strike on. 
leaders fight back to protect all th 
she has expended much political car 
things. It would then be important 
on this, rather than slither into the usu 
draw. It would be nice if her ministers, 
Walker has so far done to any effe 
spelling out why. ko 
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A Keynesian-angled view points th 
year big budget deficits boosted Ai 
pulling up gdp by 6% and industrial pr 
The boom has continued this year but 
out of workers to man it. America’s jobless 
fallen from 10.8% in December, 1982, to 
month; most economists think it cannot 
about 63% without pushing up wage inflati 
point, America’s output will grow no faster ' 
productivity, which has risen by an average of only 1% 
a year in the past 10 years. Se 
Time for the Fed to ease ae! . 
Monetarists, Keynesians, Uncle Hank Kaufman and all 
can agree on one thing: America’s boom has relied 
heavily on overseas money—on American banks repa- 
triating cash to bolster balance sheets, on foreigners 
putting savings into dollars. Although there is some- 
thing absurd in the world’s richest country passin 
round the hat, non-Americans seem happy to oblige— 
but only at a price which is increasing. America’s shot 
term interest rates have risen more than two percentag 
points this year. Long rates are now higher than 
Britain’s for only the second time this céntury. 

If America could finance its growing external deficit 
at stable interest rates, the international consequences 
would be small. Today, unfortunately, they look flam- 
mable. Britain and other European countries try to 
match the dollar’s rise by increasing interest rate 
so slow their recovery; Latin America finds it har 
cope with its debt without cutting imports or thre 
ing a banking crash. Only Japan looks capable of de 


hen economic growth slows, interest rates normally 
fall. The danger in 1985 is that rates may stay high 
because Wall Street may still be worrying about Ameri- 
_ €a’s budget deficits. The best policy for this maturing 
_ American boom would have been to cut those deficits a 
lot six months ago, so lowering interest rates and the 
dollar and raising growth in the rest of the world. Those 
ts would still be helpful today. But the White House 
d congress have gone as far as they will before 
_ November’s presidential poll, and their three-year, 
_ $150 billion package is full of fancy—and has, anyway, 
long been discounted by ‘the markets. Until second- 
President Reagan or first-term President Mondale 
round to trying harder, the next best solution is for 
_ the Fed to speed up monetary growth. 
_ Many think that is the worst thing the Fed could do, 
because it will bring faster inflation. Right now, the 
bigger risk is deflation of the kind often inadvertently 
_ caused when the banking system is shaky and bankers 
_ stop lending. Real monetary growth needs accelerating 


The case for Peres 










-The result of Israels election on July 23rd is as 
important for the future of the Middle East as any of the 
10 previous contests for the Knesset since Israel came to 
birth in 1948. It is fashionable, especially in the Arab 
world, to say that there is “no real difference” between 
Labour and Likud. That is wrong. 
< It is true that Labour and Likud both happen at the 
moment to be led by rather dull dogs. They both 
mbrace a wide spectrum of ideology and tempera- 
ment, and owe debts to a plethora of fringe interests. 
There are hawks and doves in both groups. Neither 
talks at all convincingly about the country’s economic 
‘mess (see page 28). Moreover, Israel is rich in paradox- 
es because it is a society of passionate individualists. 
< Likud, which is an alliance of the right on most issues, 
has lately appealed mostly to the poor and the young. 
The Labour party, with its heart on the left, has 
nevertheless appealed mainly to the affluent and to 
yesterday’s Israelis. There is a fierce egalitarianism in 
Israeli Jews, irrespective of political party, yet it can too 
asily deny equality for Israeli or West Bank Arabs. 
one of this. means that Likud equals Labour, 
pecially on the Palestinian question. The gut feelings 
of the two are different.. 
Labour, the party of Ben Gurion and Golda Meir, is 
no bunch of softies. It fought three wars against the 
Arabs, and allowed the first handful of settlements to 
sprout in the occupied lands after the victory of 1967 
(though by 1977, when. Likud took over, only 3,000 
Israelis had dug themselves in: now the figure is around 
35,000, with Likud ‘still aiming at 100,000-plus by the 
ela 





Likelier than Shamir to open an Israeli door for peace 






provide more money, 
running behind worldwide 
main central banks keep th 


at their present pace, a boost b 






plies growik 
| would low 
: It would i 
crease American inflation only slightly, because that 
affected more by worldwide monetary growth than 
the American money supply alone. = 
All this would need explaining before the Fed case 
up. As important, the Fed and other big central bam 
should say that they are ready to reverse their actio 
later. To slow or halt the dollar’s slide some time 
1985, the Fed would need to tighten while the Bunde 
bank and the Bank of Japan relaxed 
not let their combined money supplie: 
will not have another inflationary surge. A 
correct the kind of lopsideness of the past 18 mo 
when America has had a glorious recovery while th 
rest of the world has writhed. = 




























































turn of the century). Mr Shimon Peres, the preser 
Labour leader, has said during the current campaig 
that territorial compromise can never mean giving u 
the whole of the West Bank. But the key differenc 
between the two groups is that Labour sees territoria 
compromise as the path to a lasting peace. The insting 
of Likud, led by Mr Yitzhak Shamir, is for a fortress 
and-bible Israel. dhui aR 

The central issue on July 23rd is the large number c 
Arabs—now 38% of the total population—who liv. 
under Israeli administration. The increasingly visibh 
contours of a “dual society”, of Jewish superiors anc 
Arab inferiors, must be making the early Zionis 
idealists turn in their graves. But Likud, whose voter 
tend to have their roots in the Middle East, is les 
squeamish than the “Europeans” who still form: the 
core of Labour’s support. Labour sees a policy o 
domination not only as a corruption of Jewish ideal 
but—more important in the long run—as a frightening 
source of subversion from within. Hence Mr Peres’: 
readiness to talk to King Hussein, with Palestiniar 
“representatives” (not from the Palestine Liberatior 
Organisation, he says, but that is ‘presumably open tc 
wangle) in tow. ay SEE 


It takes at least four to minuet” Sonate 
Suppose Labour does lead the next government. What 
else is needed to start the dance to peace? Several 
things, none of which can be assumed to exist. ~ 
First, the Labour party, instead of worrying about 
appearing weak, will need to be bolder in- offering 
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ions. To do that, 
and personal problems that have always trou- 

it; it will have to shrug off the tiny interest groups 
that have hamstrung all Israeli governments; and Mr 
Peres will have to prove himself much less of a trimmer 
than his record suggests. 
< Next, King Hussein must swallow even more pride 
than this knocked-about monarch has yet known. He 
will have to accept that neither Jordan nor Jordan-cum- 
Palestine is likely to get the whole. of the West Bank 
back. The Allon plan of 1967, which would probably be 
Labour's negotiating opener, proposes that Israel should 
ve back about four fifths of the West Bank but keep 

trol of much of the Jordan valley. For the time being, 
rate; this evacuated four fifths will have to be an 
limited Palestinian self-rule, linked to Jordan. 
tempers have cooled, the idea ofa sovereign Israel 
sovereign Palestine squeezed together between 
Mediterranean and Dead Sea is a time-bomb. And the 
argument over Jerusalem will probably have to be left to 
the very end of any negotiation. 
Then the Americans have some grim tasks. They 
nave to convince the Arabs—and quite a few Israelis— 
that Israel is not a 51st American state, to be pampered 
and bailed out whatever Israeli governments might 
lease to do. This is not impossible, if both Mr Reagan 
and Mr Peres are in office next year. A final-term Mr 
Reagan should feel less worried about the American 















































A semi-house-trained City 


Mir Tebbit should give London’s markets a City Commission to step in 


when self-regulation fails 


Kite-flying is over. Next week, Britain’s trade secre- 
‘ary, Mr Norman Tebbit, will disclose the government’s 
ärst tentative plans for policing the City of London. 
America, Australia, Canada and other countries are 
also groping for new ways to control the powerful 
diversified firms being thrown up by financial deregula- 
ion. Britain is under most pressure to find answers fast. 
[It starts with a large regulatory muddle—and a dead- 
ine. Fixed stockbroking commissions are to go by the 
and of 1986, and, as our extended study of the subject 
Jublished after page 52 shows, City houses are already 
rapidly realigning in anticipation of the change. 


The need for an intelligent hybrid 

Nobody wants more than the minimum interference 
aeeded for honest, competitive and efficient markets. 
But many City folk, as well as interested outsiders, are 
deginning to see that this minimum may be bigger than 
they thought. The speed and scale of change are 
creating financial houses whose very spread of interests 
nvites future scandal, which the City now senses it will 
10t be able to control. Some, probably including Mr 
Tebbit, want the trade department and its office of fair 
xading to take-on the job of policing the City. What is 


ieeded instead is an independent City-wide supervisory 
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after his battering in Tripoli from the Syrians and 


say, the Ontario Securities Commission, with C$5m 


tug the Israeli elbow. And Mr Peres is pro obi l 
enough to protest but acquiesce if he finds | 
tugged into an’unpopular but necessary course. 
The worst imponderable is the Palestinians. Is M 
Yasser Arafat, whose co-operation King Hussein badl 
wants, at last ‘free to be daring for peace? Last year 











own diehards, he seemed willing to talk about a dea 
with Jordan and Israel, He went to see Egypt’s Pre 
dent Mubarak, who believes in peace with Israel, a 
started chatting to King Hussein all over again. 

And yet—here we go again?—there are signs t 
Arafat’s fly-blown yearning for Palestinia 
at-all-costs is once more dragging him 
Messrs Habash and Hawatmeh, whos 















Palestinian groups that want to drive 
Two months ago most West Bankers, w 
that time for a deal is running out, w 
meeting of the Palestine National 
mark a final break with. the all- 
within the PLO. Perhaps Mr Araf: 
time until Mr Reagan and Mr Pere: 
in place and waiting to take the floor 
If not, the Palestinians could be conde 
exile for the foreseeable future. 









body with statutory backing. 
The new diversified financial firms do not fit into nea 
self-regulatory niches. Months of lobbying, since Pr 
fessor Jim Gower’s report on investor protection 
January, have produced only a few agreed self-regula 
tory agencies & SRAs). Unless they are checked b 
higher authority, even these SRAs. look like p 
unworkable both because they will easily becor 
cartels and because they are founded on a City tradition 
of nods, winks and raised eyebrows that is vanishing 
two mainly welcome reasons: First, in today’s m 
competitive markets the surviving, thriving firm 
combative all-rounders with more potential | i 
interest. Second, because more foreigners, ù 
London’s gentlemanly ways, are invading the 
London as 24-hour trading spreads round the world. 
This will require a shift in-emphasis from. self- 
statutory regulation. No regulatory system is purely on 
thing or another. The new City Commission, as we sec 
it, should be less a British version of ‘America’ 
Securities and Exchange Commission (SEC), with it: 
$105m budget and 2,000 staff, more a British version of. 


(US$3.7m). and 102 employees. Its job should be to 
protect investors and promote competition and 






















ify dut onfusingly spre 
_ different bodies. It , for example, | 
the takeovers and mergers panel; relieve the trade 
department of the burden of licensing unaffiliated 
dealers and investigating insider trading: and relieve the 
Bank of England of its shadowy tasks in the securities 
market, other than prudential supervision of financial 
nstitutions and maintaining orderly exchanges. 

_It should be broad in its scope-as the firms it regulates 
are increasingly broad in theirs. This means covering 
nvestments in publicly-listed securities, over-the- 
counter shares, commodities, futures, unit trusts, and 
some insurance schemes. Though it should have wide 
_Teserve powers, it should encourage and operate, as far 
s possible, through self-regulating bodies. New legisla- 
- tion should state the commission’s general objectives 
and give the trade secretary, in consultation with the 
_ Bank of England, the power to appoint commission 
_ members. Politicians’ only further authority over it 
_ should be to abolish it if it doesn’t work. 

_ The commissioners should be drawn from practitio- 
_ ners, investors, listed companies and Jim Gowers, in 
__ the hope that a mix of interests will keep anybody from 
_ dominating and that the knowledgeable lay members 
_ will shout if it doesn’t. Their task is to approve rules of 
_ conduct and enforce them. Where self-regulation al- 
eady works, the City Commission will do no more than 
ook over an SRA’s shoulder. Where it does not, it must 


one too far 









































ritain got a break from the boobs who botched the 
idnapping in London of Mr Umaru Dikko, the 
ealthy Nigerian ex-minister who fled from his country 
fter last year’s military coup. By putting not-quite- 
ght diplomatic labels on the plywood crate in which 
Mr Dikko was to be packed to Lagos to stand trial on 
charges of corruption, they made irrelevant such Vien- 
na-convention. considerations as allowed the Libyan 
killer of a London policewoman to go free in April. 
Next time the British government may not be so lucky. 
_ It should now decide, and state, three things. 





ives matter more than labels . 
rst, people’s freedom or lives will not in future 
Spend on a form-filler’s precision or similar nit-picks. 
here there is reasonable suspicion that somebody is 
anacled and drugged inside a crate—or that it is being 
to smuggle guns—labels claiming otherwise should 
be ignored. Fudges, nods-and-winks and other hypoc- 
fisies sometimes have their uses. Not when they could 
cost people’s lives. If the country whose box is opened 
‘aliates by poking into British diplomats’ despatches, 











~ Second, the courts need to examine some other 
claims to diplomatic immunity based on the Vienna 
hee 





‘incorporate 


e Dikko kidnapping should set the bounds of diplomatic immunity 





k e active ee Ps ae 
The commission will need to get information, either 
directly or through its helpmeets, in three ways: regular 
financial reports from the firms it supervises, including 
details of dealings between related firms; unannounced 
spot checks; and through investigators with the substan- 
tial powers to:compel testimony and documents which 
the trade department’s now have. The commission 
would punish those who breach its rules by kicking 
them out (with a lay appeals board for those who feel 
aggrieved) or, less drastically, by fining them. Investors 
care less about chastising wrongdoers than getting their 
money back. Since few undertake legal action them-. 
selves the commission should be able to do so for them. 
All the commission’s £10m-plus budget should come 
from the City. So, initially, should many of its 100 or so. 
staff. It should then quickly train up its own, being 
careful to avoid the freshmen Perry Masons who often 
do America’s SEC more harm than good. The result: a 
body with statutory backing and strong reserve powers. 
but one that is only minimally accountable to politicians. 
and leans, wherever possible, on self-regulation. Such a 
commission could move with the markets, retreating in 
areas where self-policing takes off, advancing in areas” 
where it fails, It may take a financial debacle or two to. 
convince politicians or the City that so apparently 
radical a change is needed. The longer they wait, the 
likelier such debacles become. ' 





convention, signed by Britain in 1961 and Nigeria in 
1962. The official British view in April that Libya’s 
embassy was inviolate has since been questioned by, — 
among others, Lord Denning, the vieux terrible of | 
British judges until his retirement two years ago. Lord 
Denning believes that diplomatic: immunity is not. 
absolute, and that the Libyan embassy could have been 
entered. His was never the final legal word; but the case 
for absolute immunity is, to put it mildly, not proven. 
Third, diplomats in Britain who commit gross of- 
fences against British law will not be allowed to carry on 
as if nothing had happened. A man accompanying the 
Dikko crate identified himself as being from the Nigeri- 
an high commission. He should be expelled: So should- 
anybody else who clearly seems to have been involved. ` 
Nigeria’s diplomatic staff of 122, the largest of any | 
mission in London, can afford pruning. Given the 
machinations of Nigerian politics, it is just conceivable, : 
though not exactly likely, that Major-General Buhari _ 
back in Lagos knew nothing of the plot. But the high | 
commission in London cannot have been innocent. The 
diplomatic cars parked at the airport where Mr Dikko _ 
was found, and the markings on the crates, suggest that _ 
some from there knew exactly what wa happening. 
Boot them out, =a o a e S eis 
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AN EMINENT POSITION 
INTHE FOOD AND DRINK INDUSTRY’ 


EXTRACTS FROM THE STATEMENT BY THE CHAIRMAN, SIR DERRICK HOLDEN-BROWN, 
TO SHAREHOLDERS AT THE ANNUAL GENERAL MEETING ON 10TH JULY 1984. 


“We have budgeted for an increase in profit. for this year 
- asa whole, contributed by each of the three divisions. 
From where we are today I cannot see any reason why 
that profit budget should be altered. 


In the last three years we have seen our pre-tax 
profits grow from £112 million to £195 million and the 
amount attributable to ordinary shareholders has 
increased from £52 million to £122 million. The amount 
paid as dividend per ordinary share has risen from 5p to 
6.8ip.and the cover for ordinary dividends has improved 
„o from 2.4 to2.8. 


With the purchase of Lyons we set up the third 
division of the group. The Food Division is now well 
established, as last year's results show, and is producing 


_ substantial profits of steadily improving quality. It hasa 


o sound basis from which to grow, and it is playing its full 
-partas one of the three contributors to the groups future 
development and success, 


We have pursued a policy of brick-by-brick 
acquisition within the fields with which we are familiar. 
AH three divisions have made acquisitions, some at home, 
some overseas and particularly in the United States. We 
shall continue with that strategy. 


We have built up an eminent position in the food and 
drink industry through the great strength of our brands, 
astrength which is evident equally in all divisions. 


501 371 
Spas mealies 
[believe that these are achievements of which we can, ` 
and should, be proud and. that a they will serve us well for 
the future” 


Copies of the Reportand Accnunts may be obtained from the Company Secretary, Allfed-Lyoris PLC Allied Hi 
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A SHORT WALK IN AFGHANISTAN ~ 





Come on, comrades! 
One more push! 


FROM OUR SPECIAL CORRESPONDENT RECENTLY IN AFGHANISTAN 


fiu 


So far, the Af 
between two inefficient enemies, 





han war has been an inconclusive 4}-year clawin match 
neither of whom has badly hurt the 





other. But now, as our special correspondent in Afghanistan discov- 
ered, parts of the resistance are pulling themselves ie aga and the 


Russians are app 
resistance. Which 


lying their firepower to the civilians 
appens first—the erosion of the resistance’s base, 


o harbour the 


or the crumbling of Russian resolve? 


Afghanistan’s geography—its wild con- 
tours, hidden bright green valleys and 
baked mud villages—is its best defence. 
The country’s roads are few and poor; 
most of it is passable only on foot. The 
terrain has nullified the mechanised pow- 
er of the Russian army. Tanks may be 
ideal for rolling over Europe; they are of 
limited use in Afghanistan. 

A traveller in Afghanistan can walk for 
jays without seeing any visible signs of 
war except the mushroom-shaped hats of 
he mujaheddin. The countryside is nor- 
nally empty of Russian and Afghan gov- 
smment soldiers: they stay in the big 
‘owns, or in posts along the major roads, 
shutting themselves firmly in their garri- 
ions at night. As a guest of the mujahed- 
jin, the traveller’s progress is likely to be 
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hampered only by occasional bombing 
raids and lack of food. 

The Russians have been fighting a 
cautious war. Rather than sending co- 
mando groups to hit mujaheddin strong- 
holds, they have relied mainly on bomb- 
ing and clumsy ground sweeps, neither of 
which is much use for killing guerrillas. 
The mujaheddin retreat when large num- 
bers of Russian soldiers appear, and wait 
for them to go away again; that is what 
they are doing in the Panjshir valley now. 
Bombing of the countryside rarely causes 
many casualties, partly because the Rus- 
sians choose their targets badly. This 
correspondent watched a raid on a village 
which the local mujaheddin told her had 
been empty for a year and yet had been 
hit with monotonous regularity. 


Letters removed from dead soldiers by 
the mujaheddin suggest that Soviet mo- 
rale is low. Afghanistan is an unhealthy 
place for an invading army, in all sorts of 
ways. Much of it is snow-bound for much 
of the year. Six times as many Russians 
are in hospital with serious illnesses as 
with wounds or other war injuries. The 
place is stiff with drugs: two Russian 
prisoners who arrived in Britain in June 
turned out to be junkies. 

At first, the Russian army was sup- 
posed to be there as a back-up to the 
Afghan army. That idea collapsed with 
the Afghan army, which is now down to 
30,000 men, compared with its previous 
80,000. Most of the soldiers are con- 
scripts, used as mujaheddin-fodder, who 
desert in droves—sometimes during a 
fight, taking their weapons with them, 
The desertion rate is so high that Afghan 
soldiers have to give in their guns while 
they are not fighting. In March conscrip- 
tion was increased from three to four 
years: that caused a mutiny. l 

The army’s loyalty is further weakened 
by the fact that most officers belong to the 
Khalq (Masses) faction of the communist 
party, while most government posts are 
held by the Parcham (Flag) faction. The 
same division within the communist party 
has helped to scotch any chance of creat- 
ing a credible government. President Ba- 
brak Karmal is from the urban, educated, 
Parcham faction. The Khalqis—who are 
more representative of Afghanistan's 
country people—are out on a limb. 

The Russians, trying to heal the split, 
have given some important jobs to Khal- 
qis. To no avail: the rivalry has reached 
the point of physical violence. Policemen 
employed by the ministry of the interior, 
which is run by a Khalqi, have street 
fights with those of the Khad, the secret 
police, which is run by a Parchami. 

None of this matters very much, since 
the Afghan communist party does not 
matter much. Outside Kabul, it has crum- 
bled. Afghanistan is now a good example 
of socialism in one town. 

The Soviet strategy changed when 
President Chernenko came to power in 
February. Until this year, the Russians 
had concentrated on keeping open the 
north-south axis, the Kunduz-Kabul-Jala- 
labad highway, and on trying to hold the 
major towns under their control while 
search-and-destroy sweeps and bombing 
kept the mujaheddin at bay. They now 
seem to be trying to finish off the business 
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once and for all... 
In the past, the Russ 
< to make only one big offensive at a time.” 
But in March and. April offensives were 
¿© launched in several areas at- once— 
around Kandahar, Herat and Mazar-i- 
Sharif, in Paktia province and in the 
` Panjshir valley. The number of troops in 
the country is up from last year’s 105,000 
“to maybe 135,000. Reports from Kabul 
say that the Khad got a special new 
“budget of $1.6m in March for infiltrating 





_ The most striking feature of the new 
Russian campaign is the intensification of 


nee movement. 





the war against civilians. The bombing is 
on.a larger scale, and is aimed against 
crop-growing areas as well as. villages. 
There are rising numbers of atrocity sto- 
ries. Chairman Mao pointed out that a 
supportive population is the sea in which 
the guerrilla swims like a fish. The Rus- 


_sians are trying to drain out the water and 


leave the resistance flapping until it dies. 


‘Holding on means holding together 


An outsider visiting the assorted head- 
quarters of the Afghan resistance in Paki- 
stan, before going inside Afghanistan 
itself, is likely to conclude that it is a lost 
cause anyway. There are over 40 parties, 
some of which dislike each other more 
than they do the Russians. Only seven 
parties, based in Peshawar, the capital-in- 
exile in Pakistan’s North West Frontier 
Province, really count. ~ 
The seven parties divide into ‘what 
ight be called traditionalist and Islamic. 
e three traditionalist parties are run by 
eè old Afghan establishment. Pir (which 
ians Saint) Sayyed Ahmed Gailani 
‘commands a following among Sufi Mos- 
lems because he is supposed to be de- 
scended from the Prophet. Sigbatullah 
‘Mojadedi is leader of the other main Sufi 
sect. Both men come from the Pathan 
ruling classes, are rich, and have good 


“ contacts in the west. The third traditional- 


ist party, run by Maulavi Nabi Moham- 
medi, is a rallying point for the village 
mullahs. In 1982, these parties formed an 
alliance based on not much more than 
islike of their fundamentalist Islamic 
ivals, 
The fundamentalists count four main 
parties. The most moderate, the Jamiat-i- 
“Islami, is the best organised inside Af- 
ghanistan, and is growing in numbers. It 
is led by a former professor at Kabul 
University, .Barhannuddin Rabbani. 
i Maulavi: Younis Khalis’s Hesb-i-Islami is 
also relatively well-run, and its boss com- 
_ mands respect as the only resistance Tead- 
-er who leaves the comforts of Peshawar to 
fight with hismen. . _ 
| The two extreme fundamentalist lead- 
-ers are Rasul Saiaf and Gulbuddin Heck- 
matyar, whose party is also confusingly 
called the Hesb-i-Islami. There is suspi- 
don about the motives of those two— 
particularly Mr Heckinatyar, whose name 
‘has been associated with attempts on the 
lives of members of rival groups. Some of 


his opponents say that he is working for — 


-the Afghan government; others, more 
realistically, that he is keener on estab- 
lishing the supremacy of his party than on 


getting the Russians out. i 

The Islamic parties formed their own 
alliance but it collapsed at the end of last 
year, when Mr Younis Khalis accused Mr 
Saiaf of misappropriating money and of 
manipulating the alliance to enhance his 
own position. Professor Rabbani quietly 
agreed with Mr Younis Khalis. Still, mon- 
ey. remains a link between the Islamic 
parties. They get more of it than the 


traditionalists do, mainly through the in-” 
ternational Moslem Brotherhood'and Pa- 


kistan’s influential fundamentalist. party, 
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the Jamaat-i-Islami. Mr Younis Khalis 
said. that $22m was given to the Islamic 
parties just to set up their alliance. 


The Pathans play at war 

The traditionalist parties are at a funda- 
mental disadvantage. Broadly speaking, 
they come from the Pathan half of the 


“Afghan population. The Pathans have 
run the country since the eighteenth cen- . 


tury. The British used to feel romantic 
about them, seeing them as great. moun- 
tain warriors; but today’s Pathans have 
turned out to be lousy guerrillas. ` 

Partof the reason is that, among the 


-Pathan tribes, fighting is as much for.’ 
„display as to do any serious damage. The 


also. 


loosing 
the en 


this year. The mujaheddin had the gov- 
ernment post surrounded, and seemed on 
the verge of capturing the town, when 
some-of their troops disappeared to loot 
empty houses. Russian reinforcements 
got through, and the town was lost. 
Ancient rivalries among the Pathan 
people—between cousins, families, vil- 


_lages and tribes—mean that it is rarely 


possible to get Pathan mujaheddin groups 
to co-operate with each other. They are 
therefore easy meat for Khad infiltration. 
Tribal law further complicates matters: if 
tribe A kills a known informant from 
tribe B, it is incumbent upon tribe B to 
take revenge.on tribe Aveven if the result 
istohelpthe Russians. Neat! 

It is hard to set upa sensible command 
structure among Pathans, since their tra- 
dition» requires that decisions should be 
taken by the village elder, who is proba- 
bly a.creaky septuagenarian with no.un- 
derstanding of modern warfare. Mobile 
units are impossible, since each group is 
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allowed to fight on and for its piece o 
land only. This creates a garrison mental 
ity: Pathans stay on their patch and wai 
for the action to come to them. 

The Pashtu-speaking Pathans are als 
worse-educated than most other—gener 
ally Farsi-speaking—-Afghans. They liv: 
chiefly in mountain areas where commu 
nications are bad, where the central gov 
ernment has long had little influence, anc 
where the local people have generall: 
resisted attempts to set up schools. 

“The Tajiks, on the other hand, whi 
make up around 25% of the population 
are relatively well-educated. They ar 
also less cramped by tribal tradition. Si 
are the other main ethnic groups—Uz 































Hazaras and Nuris. 

The increasing effectiveness of the re- 
tance is due largely to the emergence of 
few educated young commanders, 
ystly non-Pathans from the Jamiat-i- 
ami. Ahmad Shah Massoud, the cele- 
ated Jamiat leader from the Panjshir 
lley, is the most important of these, but 
xwe are plenty of others—Abdul Haq 
m Kabul, Zabiullah Khan from Mazar- 
harif, Ismail Khan from Herat, for 
tance. One bright young man, Jalalu- 
t Hagani, who belongs to. Mr Younis 
ialis’s group, has even managed to 
ge an alliance between warring local 
stions in Pathan Paktia, as a result of 
uich several groups previously bought 
‘by the Russians joined the mujahed- 
a, and brought Russian arms with them. 
What these commanders have achieved 
n be summed up in one un-Afghan 
wd: organisation. Take Mr Massoud: 
; area of command—most of Kapisa 
d Parwan provinces, and part of Lagh- 
an—has been divided into small auton- 
aous units with their own administra- 
ms. They have a judiciary, schools, 
2dical facilities, economic committees 
d taxation. Civilians are expected to 
ntribute 10% of their harvests and 5% 
other income to the mujaheddin. In the 
assoud area the mujaheddin are not 
st local groups fighting for their own 
rf, He has also created mobile comman- 
y units which, when not out on a job, 
avel to other areas to train fighters. 

At the end of 1982, Mr Massoud nego- 
ited a ceasefire with the Russians, 
hich lasted a year. During that time, he 
avelled through eastern Afghanistan 
om Mazar-i-Sharif to Jalalabad to the 
rder, forming alliances with other com- 
anders and setting up communication 
stworks. The result was demonstrated in 
pril this year—just before the Russians 
arted their Panjshir offensive—when, in 
e space of two weeks, all the bridges on 


e Kabul-Kunduz road were blown up, - 


using a serious fuel shortage in Kabul. 
The Massoud example has led resis- 
nce fighters inside Afghanistan to feel 
‘owing irritation with the divisions 
nong the parties in Pakistan. (“Here we 
ave one Koran; in Peshawar they have 
ven”, one guerrilla said to. this corre- 
sondent. ) Local unions have _ been 
ged in several parts of the country. 
ake. this unusual sight: a meeting in a 
athan area of a union of five of the 
arties under the command of a Jamiat 
athan who, within Mr Massoud’s net- 
ork, has been told to cut the Kabul- 
ilalabad road. The parties had agreed to 
ind each.other. weapons, to share infor- 
iation—and not to fight each other. 

The trend towards unity and rational 
rganisation has to go a lot further if the 


rujaheddin are to make much impact on 
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Pathans need more than machismo 


the Russians, In Pathan areas, unification 
is still painfully slow. And some com- 
manders from Mr Heckmatyar’s Hesb-i- 
Islami continue to make life difficult for 
other parties. Mr Massoud thought he 
had sorted out his problems with them in 
1982: yet during the Russian offensive in 
the Panjshir this year, a Hesb-i-Islami 
group in Laghman province cut off his 
southern supply route. 





Cheap at 
today’s price 


A few brave and intelligent men have 
been largely responsible for the advances 
of the past year. The killing or capture of 
any of these would be a serious blow to 
the new effort. Last month, the Russians 
claimed to have caught Mr Ismail Khan; if 
they have, the resistance in the north- 
west will have been badly weakened. 

But in the long run, the biggest danger 
to the resistance is the emptying of the 
countryside. So far, around a third of the 
population has been displaced, Some 3m 
Afghans have fled into Pakistan, and half 
a million into Iran; another 2m have left 
the countryside for the towns. Kabul has 
swollen from a city of 700,000 in 1978 to 
nearly 2m now. 

The Russians are making life increas- 
ingly hard for those who have stayed in 
the countryside. Fields, stocks and herds 
are being bombed. A carefully timed 
sweep means that farmers miss the plant- 
ing season. According.to a report pre- 
pared for Britain’s Afghan Aid Commit- 
tee, agricultural production has dropped 
catastrophically; even rice, the least af- 
fected crop, is down to.a quarter of the 






i-lslami—have alienat 
large-scale appropriation 
duce. The closure of supp 


take their goods to mar 
complaints this year when 
by the Panjshir valley. wi 
Russians, because it) m 












ulation supports the mu: 
those who have so far left 
come from border areas (the 
take refuge with fellow-tribesme in Pa- 
kistan). It will take longe: odge the 
rest of the population: > 

So will the Russians k 













































mission? It is not impossi 
them in money or lives. Fi gt i 
‘abide costs in: the region of ni 5 billion 


keep the saio in the. owing: 
semi-quiescent. Their casualties ha 
been particularly heavy: maybe 
5,000 Russians dead until early this year, 
though their new strategy is probably 
more expensive. y 

There are political costs, too. A lot of © 
soldiers have been through Afghanistan: 
public awareness of the war inside the 
Soviet Union, and presumably worry 
about it, must be rising. That poses no 
great problem for a government like 
Russia’s. The bigger problem is the reac- 
tion in the outside world, particularly the- 
Moslem countries. The Afghan. war is ac 
steady drip of poison into Russia's- rela- 
tions with Islam. 

But there are benefits. Cheap Afghan ` 
gas, for one: it all goes to Russia now, ata. 
price below the world level. And there is”, 
the long-term strategic consideration, 
The Russians may reckon that it is worth » 
holding on to Afghanistan in order to 
have a border on the fragile Baluch areas 
of Pakistan and Iran, and a large air base 
at Shindand on the Iranian border. 

This expansion of Soviet power should 
worry the west. Yet there is little sign that 
western governments are putting any sig* 
nificant effort into helping the mujahed-. « 
din. Compared with the help that, say, .: 
the Nicaraguan contras have been given, 
the Afghans are getting peanuts. There . 
are no advisers, no training camps, and - 
very few of the sorts of weapons the 
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resistance needs in large quantities—in 
particular, anti-aircraft weapons. The Af- 
ghans are armed principally with Kalash- 
nikovs: some captured from the Russians, 
some Chinese-made. Inaccurate over 
more than 300 yards, the Kalashnikov is 
not much use to guerrillas who rarely get 
that close to the enemy. 

If the west wanted, it could make a lot 
of difference to the war by providing 


The 3m Afghans in Pakistan form the 
largest concentration of refugees in the 
world, and yet they have caused little 
disruption. The Pakistani government 
has indeed benefited from their presence 
in a number of ways. But the fragile calm 
depends on the tolerance of the northern 
Pakistanis, which may not last. 

Most of the refugees are in camps in 
the North West Frontier Province 
(NWFP) and the tribal areas. Some of 
the camps look like sprawling Afghan 
towns: they are so long-established that 
the refugees have given up their tents 
and built mud houses. 

The United Nations and the Pakistani 
government share the responsibility for 
administering the refugees. The 1983-84 
budget is $441m. Just over half of this 
comes from foreign governments 
through the United Nations. The inter- 
national community has so far been 
generous: the £21.6m the British have 
contributed is much the largest sum they 
have given to any refugee programme. 
The Pakistanis say they pay nearly half 
the costs, but they get money for the 
refugees from Arab countries. Aid work- 
ers believe these contributions cover the 
Pakistani expenditure. 

The aid organisations are generally 
not yoy eee of the Pakistani govern- 
ment. Some corruption is to be expected 
when large sums of aid money are flow- 
ing through a country. Although officials 
certainly take cuts at various stages along 
the way, the proportion of money that 
disappears in Pakistan is not reckoned to 


be unacceptably high. 
The Pakistani government probably 


does not make money out of the refu- 
pe resence. But it does reap indirect 

nefits. The Afghans are, not surpris- 
ingly, porene Zia: they have cre- 
ated a bulwark of support for him in the 
north of the country. The opposition 
parties have tried to whip up resentment 
against ro refugees, in order to ana it 
against the government. They have 
failed, and have instead lost credibility 
by sounding too pro-Kabul. 

The refugees have done a lot for 
President Zia’s international standing. 
The military dictator who has imposed 
martial law on his country is now seen as 
host to, and protector of, the oppressed 
Afghans. As a front-line state, Pakistan 
receives more support from the west. It 





The flight into Pakistan 


weapons and training. Pakistan, the most 
practicable route for aid, presents a diffi- 
culty: it is chary of letting too much 
through and thus antagonising the Rus- 
sians. But the Pakistanis are probably too 
dependent on American aid not to be 
susceptible to persuasion; and they have 
an interest in not seeing the Russians 
consolidate their grip on Afghanistan. 
The real problem is that the west is 





is unlikely that, without the Afghan 
invasion, Pakistan would have received a 
$3.2 billion aid package from America. 

But if the Pakistani government is 
benefiting, there are costs to the coun- 
try, particularly in the North West Fron- 
tier Province. Inflation, for instance: in 
Peshawar, the price of houses has gone 
up by around 500% over the past four 
years. Food prices are up by about 
200%. The presence of the Afghans has 
caused a drop in wages, particularly for 
unskilled workers. There are a lot of 
Afghans in the road construction indus- 
=. the price for breaking up a lorry-load 
of stones is less than half what it was four 
years ago. Many Afghans brought trucks 
with them when they fled: they now 
dominate the trucking business, which 
has caused resentment but improved the 
efficiency of Pakistani transport. 

So far, the Afghans have largely filled 
a gap in the labour market created by the 
emigration of Pakistanis to higher-paid 
jobs in the Gulf. However, with the 
present slump in the construction indus- 
try in the Gulf, Pakistanis are coming 
home. The number of returning workers 
has just begun to exceed those leaving, 
so jobs in Pakistan are going to be 
increasingly in demand. 

There are a few programmes to train 
refugees to become, for instance, car 
mechanics; but such efforts are fairly 
half-hearted, partly because nobody is 





sacrificing long-term strategic interests 

short-term political gain. In the short rus 
there is a certain public-relations value 

being able to point an accusing finger 

the Russians for oppressing the Afghani 
By not being seen to help the resistanc 
the west keeps its nose clean. But if it fas 
to pay attention to its strategic interest- 
to get the Russians out of Afghanistan— 
could have a bloody nose in the long ruri 


prepared to assume that the refugees are 
there to stay, partly because the Afghans 
do not much want to become car me- 
chanics. They are peasant farmers, and 
intend to remain such. Many brought 
their herds with them. That has caused a 
e problem of overgrazing followed by 
soil erosion. 

On top of that, the Afghans have 
exacerbated Pakistan’s deforestation 
problem. This correspondent visited a 
largely refugee town in the tribal areas 
devoted to the deforestation industry: 
five acres were covered in neatly 
trimmed logs, with more being brought 
down from the surrounding hills by a 
continuous train of overworked camels. 

Vast areas of northern Pakistan are 
now bare and uncultivable. The UN has 
tried to limit the damage by providing 
alternative fuel for the refugees. Some 
84m litres of kerosene are being distrib- 
uted this year. Unfortunately, since you 
cannot cook a proper nan optrad 
bread) on a kerosene stove, the refugees 
prefer to go on tearing down trees. 

Still, the local population has so far 
tolerated the refugees. There have been 
some minor skirmishes, but given the 
scale of the influx, the amount of disrup- 
tion has been tiny. That is probably 
because the refugees come mainly from 
the border areas, so that both they and 
their hosts are Pathans. Tribal law re- 
guira that hospitality be shown to any 

athan who has been driven from his 
land by an invader. 

Nevertheless, the Pakistani authorities 
are alarmed by the concentration in the 
NWFP, and are trying to move Afghans 
down into Punjab. Last year they said 
they intended to put 200,000 there: some 
100,000 have in fact been moved. The 
plan is neither very sensible—since the 
Afghans have little in common with the 
Punjabis, who resent their presence— 
nor practicable, since the Afghans do not 
like the Punjabi weather, and will not 
stay there. 

At present, the Afghans are accepted 
as guests in the Pathan areas. This poses 
two problems. First, as the Pathan areas 
of Afghani are emptied, increasing 
numbers of non-Pathan refugees arrive. 
They are less easy to accommodate. 
Second, 43 years is a long time for a guest 
to stay. Pakistanis are beginning to sus- 
pect that they may be there for good, 
competing with the locals for land and 
jobs. The warmth of the Pakistani wel- 
come is beginning to cool. 
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© POWELLDUFFRYN El 
_ confidence in continued grov 


The Chairman, Viscount Sandon, turnover that was little changed. The 
_ in his statementtoshareholdersin improved performance was widely — 

_ the Annual Report, reports thatthe based throughout the Group with ` 
year ended 3 1st March 1984 was _ progress reported in many industry 
one of strong recovery. lig sectors. The Board is recommending 
Pre-tax profits = z a total dividend of 
increased by 42% to , 16p per share —an 
£18.3 million on a increase of 12%. 


1984 


198 | : 
“TRADING PROFIT BY Turnover £628.1m £595.8m TRADING PROFIT BY p 


INDUSTRY SECTOR GEOGRAPHICAL AREA __ 


T Profit before 
Liquid taxation £18.3m &12.9m 


Earnings per share 35.5p 27.0p 
Dividend pershare ;16.0p ` 


The Chairman is optimistic that with Powell Duffrynis an industrial holding company 
benefits still to be gained from the major _ with subsidiaries engaged in engineering, distribution 
capital investment programme carried out 20d transportation, principally related to the energy, 
over the last four years, the company’s shipping, chemical and construction industries. ; 
growth will continue. ne a anaemia ne a ty 
He concludes: ee If you-would likea copy ofthe Annual Report, which includes asummatyof 1 

“We have had a good year 1 Duktya plc 5 Suntbpe Gam boron WIV ae oe 

 andIhaveaquietconfidence | yame aoo 
_ inwhat weare doing. ican | address 
now see the way ahead more | i 
sady to a better future for 
> i ae 
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Jalf-peace can 
dad as war 


(OM OUR SPECIAL CORRESPONDENT IN VIETNAM 


traveller in the Red river and Mekong 
sItas today might find it hard to believe 
iat there had been a war in Vietnam. In 
e north, bomb craters have become 
reular rice fields. In the south, banana 
‘oves and jungle have returned to areas 
ace laid waste by defoliants. But visitors 
ould distrust their eyes. Vietnam has 
3t recovered from the long war that 
ided in 1975; and the state of half-war 
iat the Kampuchean and Chinese con- 
icts have produced since 1978 is making 
te prospect of full recovery remote. 

Vietnam, exhausted by all these years 
f war and half-war, remains as obdurate 
; ever. Its military occupation of Kam- 
uchea is hurting, but not enough to force 

to withdraw. The recently announced 
withdrawal” of 10,000 of the 160,000 
‘jetnamese soldiers there is expected to 
rove a mere rotation, as two previous 
ull-outs have been, 

Although Vietnam is one of the world’s 
oorest countries (estimated 1982 in- 
ome, $189 per head), it maintains the 
‘orld’s fourth largest army, with 
,220,000 soldiers. According to Mr 








slow wobble to socialism for the Vietnamese 
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be almost as 


Hoang Tung, a central committee mem- 
ber and editor of the official Nhan Dan 
newspaper, about 30% of the entire na- 
tional income goes to military spending— 
and this despite the fact that the soldiers’ 
pay is abysmally low and they are re- 
quired to grow most of their own food. 

The army is the chief power in the land. 
It is the only well-organised group with 
modern equipment and high morale. 
(Military trucks are easily recognised; 
they are the ones with both headlights 
intact.) The army holds three seats in the 
ruling politburo, and it will have a deci- 
sive voice in choosing the successors to 
the three elderly men—Le Duan, Truong 
Chinh and Pham Van Dong, all in their 
late seventies—who have headed the re- 
gime since Ho Chi Minh died in 1969. The 
army will also have a big say in any 
decision about withdrawing the forces 
which, in occupied Kampuchea, are in the 
sixth year of a struggle that is now going 
badly for Vietnam. 

This year, the loosely allied Khmer 
Rouge and non-communist guerrillas 
have been able to extend their operations 


from the border areas into Kampuchea’s 
interior. Vietnamese counter-attacks 
have lately seemed less effective. In Ha- 
noi, Officials still claim that the war is 
going well, but the controlled press is now 
striking a more anxious note. 

Vietnam would like to get Mr Heng 
Samrin, the head of the regime which it 
has installed in Kampuchea, to raise a 
bigger army than his present feeble 
25,000-man force but any such expansion 
could be risky, When the Vietnam- 
backed communist party that now osten- 
sibly rules Kampuchea held its first con- 
gress in 1979, it could muster only 66 
members. Since then it has expanded 
slowly, for fear of being infiltrated by the 
Khmers Rouges. It may become steadily 
harder for Vietnam either to control 
Kampuchea or to pull out and leave a 
client regime securely in power there. 

The invasion of Kampuchea has been 
costly in more ways than one. Between 
1975 and 1978, it seemed possible that 
Vietnam might win access to large 
amounts of western aid, investment and 
trade by showing that its ambitions in 
south-east Asia were at last satisfied. 
Instead, the invasion caused the cancella- 
tion of most of the existing trickle of 
western aid; China cut off a $900m five- 
year aid programme; and China’s angry 
reaction has forced Vietnam to keep a 
swollen army to deter the Chinese troops 
along the northern border. 

In theory, Vietnam’s biggest fear is that 
China and Russia might make a deal over 
its head. In fact, all the officials your 
correspondent met in Hanoi seemed con- 
fident that the current Sino-Soviet talks 
would drag on for years without reaching 
a clear-cut result. More than 80% of 
Vietnam’s imports now come from the 
Soviet block. Military links between Viet- 
nam and the Soviet Union are growing 
too. In April the two countries held their 
first joint naval exercises. Cam Ranh Bay 
provides the Russian fleet with its only 
important base between Vladivostok and 
the Indian Ocean. Soviet aircraft flying 
from Vietnam can keep an eye on the 
American bases in the Philippines. And it 
suits Russia for all those Chinese soldiers 
to be lined up on the Vietnamese frontier 
instead of along its own. 

If Russia is still a firm ally for the time 
being, how strong is Vietnam itself? 
Could its half-war-half-peace predica- 
ment eventually force it into a reconcilia- 
tion with China, or an ideological change 
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The Saigon beat can still be heard, faintly 


of course, or both? 

After years of dependence on food aid, 
Vietnam claims that it has been just about 
feeding itself for the past two years. This 
makes it even less likely that it will modify 
its course. “Vietnam has not collapsed; in 
_. 1979 we were worried that it would”, says 

Mr Vo Van Sung, who is in charge of 
economic relations at the foreign minis- 
try. He goes on to say: “We will not 
withdraw from Kampuchea even if we 
know that economic co-operation with 
the west depends on that.” 


The wrong things are growing fast 
But Vietnam’s people are badly fed: even 
_ the official figures, which may be false, 
indicate that last year’s output of food 
grains per head was much lower than the 
recorded level of consumption in North 
Vietnam in 1965-73. The economy as a 
whole is tattered. Inflation is running at 
050% a year. An American dollar now 
~ buys 11.245 dong at the official rate but 
165 on the black market. The population, 
now around 60m, is increasing at a rate of 
2.4% a year; schools as well as hospitals 
are becoming overcrowded, and the (rel- 
atively high) literacy rate is falling. Offi- 
cially there are 1m unemployed, but the 
true figure is probably three to four times 
greater, 

Industrial production was supposed to 
grow by 17% a year during the five-year 
plan that ended in 1980; instead it stag- 
nated. Factories use ancient machines, 
since Vietnam cannot afford to import 
new ones. Most white-collar state em- 
ployees are paid much less than a living 
wage, so bureaucrats take bribes or go 
moonlighting. 

“To get the economy back on its feet, 

the regime will have to compromise its 
| principles a lot more than it has done so 
far, As long ago as. 1979 it announced 
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“new economic orientations’—slower 
collectivisation of farming, decentralising 
of decision-making, more incentives for 
production. In the central committee’s 
own words, an “intense, complex and 
bitter” struggle between hardliners and 
compromisers has gone on since then. 
The less dogmatic wing, led by Mr Vo 
Van Kiet, chairman of the planning com- 
mission (and the only southerner in the 
politburo), is still in the ascendant. No 
swift “advance to socialism” is in 
prospect. 

As a result the southern half of the 
country remains in many respects, and 
notably in farming, a capitalist domain. In 
the south’s Mekong delta 60% of the land 
is still farmed privately, whereas in the 
north 95% has been turned into big 
collective farms of 300-500 hectares. Ha- 
noi has a sleepy old-fashioned air. In the 
former Saigon, now Ho Chi Minh City, 
there is still a dim echo of earlier days; the 
state controls only 30% of its commerce. 
But even this degree of southern liberal- 
ism may not be durable. 


Vietnam needs the verve the south . 
could provide, but the government is- 


worried that southern values will pene- 
trate the north. Lipstick and jeans are 
starting to appear in Hanoi, where young- 
sters speak wistfully of their hopes of 
getting a job in Ho Chi Minh City. Since 
last November tighter political control 
has been imposed on the former southern 
capital, and its export trade is now run by 
a single state company instead of the 


former 25 competing firms. Although the - 
system of incentives for farmers has had. 


good results, the regime means to’ keepa 


close rein on it. Private traders must now 
pay punitive taxes, which have forced the. 


closing of many small businesses. 


Behind the low morale in the party, 
there are visible signs of moral exhaustion | 


saw a naked. and. evidently demente: 
young woman walking along a crowde 
“pavement. None of the passers-by di 
anything to help. It happens in the wes 
too. But in Vietnam it is plain that nc 


ng through — 


ong the th 
corresponder 


wn near Hanoi, your 





only the economy has been drained by th 


Tong years of war and subsequent hali 
nae 


Sri Lanka. _ 
Next the caste war 


FROM A SAI LANKA CORRESPONDENT 





The undeclared battle for the successio 
to Mr J. R. Jayewardene, the 78-year-ol 
president of Sri Lanka, has deferred an 
resolution of. the conflict between th 
island’s Sinhalese majority and its Tam 
minority. President Jayewardene’s ow 
position is ‘now very uncertain. A yei 
after the bloodbath of July, 1983, he he 
not repaired either his tarnished reputi 
tion or his eroded authority. 

The president’s failure to solve th 
Tamil question has disappointed. th 
moderates in both communities. The li 
dian government, which used its goo 
offices last winter to bring the Tamils 4 
the negotiating table, is also annoyed thi 
Mr Jayewardene allowed these talks 1 
become an exercise in futility. The pres 
dent returned to Sri Lanka on July 2m 
after discussions in Peking, Washingto) 
London and Delhi, promising new pri 
posals for devolving power. But nothir 
has emerged, not even a date for reco: 
vening the all-party conference. 

The non-militant politicians in tł 
Tamil United Liberation Front agreed | 
sit down with the government in the hoy 
of securing a commitment to devolutic 
through regional councils in the Tar 
majority areas; But Mr Jayewardene di 
missed their demands, along with. India 
compromise proposal, leaving them loo 
ing like yesterday’s men. Today it is t] 
extremists in the Tamil north who cor 
mand the loyalty of local Tamils... 

Although the gulf between the gover 
ment and the Tamils has not narrow: 
since Jast summer's firestorm, the debi 
has mostly been cleared. Of the 125,0 
Tamils who sought refuge in governme 
camps, only 6,300—the poorest: of tl 
poor—are still “homeless. -(Anoth 
30,000 refugees arein the Indian state 
Tamil Nadu and some 300 Tamil famili 
have emigrated to the United State 


Canada, Australia and Britain.) Mo 
‘than half the homes which were damagi 
= or destroyed by marauding mobs last Ju 


have been made habitable again. Abo 
45% of the damaged Tamil businesses a 
operating. The only trade that has yet 
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x any recovery is tourism. 

arly this year, when the government's 
‘on the Tamil provinces in the north 
east appeared to be slipping, the 
ident brought in the ablest man in the 
net, a former Oxford Union presi- 
t; Mr Lalith Athulathmudali, as min- 
tof national security and deputy min- 
tof defence. Mr Jayewardene himself, 
is the defence portfolio (and has been 
ty ineffective in this: role since the 
¥* got out of control last July). The 
ointment of Mr Athulathmudali was 
nded to impose a firmer grip on 
ffected elements in the security 
es. It proved also to be a catalyst for a 
tical realignment. 

he prime minister, Mr Ranasinghe 
madasa, rightly saw the promotion of 



































































younger rival as a threat to his:‘own - 


spects of succeeding Mr Jayewardene. 
chosen strategy was to outflank him 
the right by taking up an anti-Tamil 
anti-Indian position. Meanwhile, Mr 
ulathmudali is trying to build a politi- 
base’ in the ‘security services and 
mg the non-militant majority of both 
ails and Sinhalese. 

irst he set out to make himself accept- 
: to the armed forces. He went to the 
thern “front” in Jaffna and provided 
soldiers with what they needed to do 
r job. Morale and discipline were 
vly restored. This gave the new securi- 
iinister the confidence to repeal some 
he more obnoxious provisions of Sri 
ika’s Prevention of Terrorism Act— 
nas the soldiers’ right to dispose of the 
lies of victims of violence without 
icial inquests and to incarcerate sus- 
ted terrorists for long periods without 
|. He balanced this concession to liber- 
entiment by calling in advisers from 
el’s intelligence agency, Mossad, to 
d curb the Tamil terrorist movement. 
ly confining serious terrorism to the 
nil areas, and by preventing the kind 
šinhalese backlash that set Sri Lanka 
me last July, Mr Athulathmudali has 
jected himself as a Sinhalese leader 
> can provide a modicum of security 
the Im Tamils who live outside the 
> in Sinhalese areas: Most. Sinhalese 
).appear to have accepted’ him as the 
n who can ensure the survival of both 
Sinhalese race and the unitary state of 
Lanka. 

tut other forces are being stirred up. 
ər the past seven years the prime 
iister‘has been assiduously cultivating 
penurious low-caste part of the Sinha- 
: population. Mr Premadasa’s scheme 
building a million houses and his so- 
ed village-reawakening movement 
‘e designed: to appeal to this bottom 
f of Sinhalese society, which is divided 
) a dozen low-caste groups. The prime 
lister’s hopes of welding these groups 
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' together to support his presidential ambi- 


tions ‘were increased recently when the 
“old left” seemed to throw its lot in with 
him. 

The left includes the Trotskyite Lanka 
Sama Samaja party, the pro-Moscow 
Communist party, and a breakaway 
group of Mrs Bandaranaike’s Sri Lanka 
Freedom party. What these groups have 
in common is not a shared ideology but a 
shared base among low-caste Sinhalese. 
Mr Premadasa is low caste; Mr Jayewar- 
dene and Mr Athulathmudali belong to 
the high caste elite that has produced all 
Sri Lanka’s presidents and party leaders. 
Political polarisation of the Sinhalese 
community along caste lines has now 
begun. 

The fighting within the ruling party is 
being contained for the present, largely 
because of the so-called external threat 
posed by the northern terrorist move- 
ment. The bogey of an Indian invasion 
serves the same purpose. If these threats 
were to recede, the Jayewardene govern- 
ment could tear itself apart in the process 
of finding an acceptable successor to the 
ageing president, even though his term 
has another five years to run. 


India 


Secession 
squashed: official 


FROM OUR INDIA CORRESPONDENT 





Few minds will be changed by the Indian 
government’s white paper on Punjab. 
Sikhs will not be persuaded that the raid 
on their Golden Temple was inescapable 
and nobody will be convinced that the 
Sikh terrorists had ‘powerful external 
support”. Even the tally of captured 
weapons—fewer than 1,500 guns of all 
kinds in the entire state of Punjab—does 
little to bolster the government’s allega- 
tions of a massive anti-national conspira- 
cy against the Indian union. 

Strident’ complaints about Pakistani 
meddling in Punjab seem to have been 


Still sifting through the wreckage in Amritsar 


- conducting a propaganda war by agreeing 






toned down as a result ‘of Pakistan's 
diplomatically correct’ and’ co-operative 
handling of an Indian aircraft hijacked to 
Lahore on July 5th by Sikh extremists. 
India’s information minister visited Paki- 

stan the next weekend and the two gov- 
ernments tacitly admitted that they were 














to stop it. The white paper did not name 
Pakistan or the American Central Intelli- 
gence Agency as the “foreign hand” in 
Punjab, nor did it provide the promised 
evidence of outside meddling. The Indian 
government seems to have decided that it 
has more to gain from improving relati 
with Pakistan than from making dome 
political capital out of its accusatio! 

Immediately after the battle of Am 
sar, there was a general call for a heal 
of wounds. This is not mentioned in the 
white paper and does not look like taki 
place in the foreseeable future. The 
are insisting that the army be withdrawn 
from Punjab and power handed over to a. 
civilian administration, But the gove rn- 
ment says it can do so only after it h 
ensured that the Punjab civil service an 
police have been purged of extremi 
sympathisers. Search and screening oper- 
ations are taking place in villages 
throughout the state. The arrest of thou- 
sands of people by less-than-tactful sol- 
diers will not help any future hearts-and- 
minds campaign. 

The five priests of the Golden Temple 
have called for Sikh processions to de- 
scend on the temple complex and seize it 
from the army on July 16th. This could 
produce a confrontation. The army had 
intended to rebuild the damaged part of 
the Golden Temple but Sikhs say that 
reconstruction can be carried out only by 
kar seva, unpaid work by Sikh volunteers. 
The Sikhs refuse to start such work until 
the army leaves and the temple is handed 
over to the Sikh committee in charge of 
shrines. Many of the leaders of this.com- 
mittee are in jail. 

Fortunately for Punjab, Sikh anger has 
so far been focused almost entirely on the 
army and Mrs Gandhi. It has not been 
directed against local Hindus and there 

















So long as ‘Hindus and Sikhs are not a at 
~.each other’s throats, there is still hope for 
peace in Punjab. 






Israel 


Vote now, tahtoen 
belts later. 


"FROM OUR ISRAEL CORRESPONDENT 









Every morning Israeli shopkeepers re- 
write their price tags, adding about 1%.to 
protect themselves against the falling val- 
ue of the shekel. Every evening govern- 
ment spokesmen assure Israeli voters that 
despite 400% inflation, dwindling for- 
. @ign-currency reserves and a soaring im- 
- port bill, they’ve never had it so good. 
Then the opposition chimes in with warn- 
ings of catastrophe to come. But mean- 
“while the shekels keep rolling off the 

-presses and Israelis keep spending them. 
The approach of the July 23rd election, 
and fears of post-election rigour, acceler- 
ate the process. Last month the Israelis 
“bought 50% more cars than the month 
before. 

Israel’s economy is the hidden issue in 
the current election campaign. Neither of 
the two major parties is tackling it direct- 
ly. Neither has spelt out exactly how it 
means to bring inflation down, though 
. Labour insists it can reduce it to 85% in 
„two years and 25% within six. So the 

voter imagines the worst and lives for the 
moment. His pockets are now bulging 
with $3 billion in black-market dollars 






: Peres and Shamir make the shekeis fly 
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plus $1 


Both the ruling Likud co 


party led by Mr Peres have solemnly 
sworn to keep these private savings safe. 
But both have admitted that swingeing 
budget cuts of $1 billion-1,5 billion: lie 
ahead. The finance minister, Mr. Yigael 
Cohen-Orgad, boasts that a 19% real 
increase in government investment dur- 
ing the past year—mainly in high technol- 
ogy and arms industries—was responsible 
for Israel’s 4-5% economic growth. He is 
nevertheless promising to cut government 
spending by 15-18%, with the.axe falling 
on defence and welfare allowances for the 
better off. He also intends to put the 
brakes on private consumption and on 
government financing for industry. 
Labour’s projected budget cuts are on 
the same scale as Likud’s but some of its 
targets are different. Its biggest single 
saving—$250m-300m—-would come from: 
cancelling the subsidy for Jewish settle- 
ment in parts of the West Bank most 
densely populated by Arabs. It says it 





_ would save $250m a year by reducing the 


Israeli army in southern Lebanon within 
three to six months. Another $100m 
would be saved by repealing concessions 
to religious parties such as the ban on 
Sabbath flights by Israel’s airline, which 
cost $40m. And it would pare $100m- 


150m off the country’s wage bill by put- - 


ting a freeze on public service jobs. 
“Social contract” is the buzz-phrase for 
both parties, though neither will explain 
what it means. But whereas Likud is 
fighting shy of tampering with Israel’s 
sacrosanct wage-indexation system, La- 
bour spokesmen are hinting that they 


de: 
Mr Shamir and the challenging Labour 


‘Bank. Likud is going full steam ahe 
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; soldiers and civil serva y 


have been complaining that their 1 








wages have dropped by 15% in the pa 
eight months. Soldiers were then giv 
big. wage rise, which set off a wave 
strikes by other workers wanting more. 
~ Where Labour and Likud part comp: 
ny most dramatically is over the We 










with its plan for entrenching 100,000 Jes 

on the West Bank, along with new sc 
ence-based industries. The prime mi 
ter, Mr Yitzhak Shamir, confided to | 
leagues this week, “We have just abo 
silenced critics of our policy; the pressu 
is. finally. off’. The. government is 
telling voters. that it has tacitly accept 
an American demand that overseas: i 
vestment should also be channelled int 
Palestinian enterprises on the West Bank 

A Labour government would redirew, 
all the development money now assigne! 
to the West Bank to needy areas with 
Israel’s pre-1967 borders. It would th 
open talks about the future of the Wes 
Bank with King Hussein, with Palesti 
ians so long as they are not part of thy 
Palestine Liberation Organisation, ang 
with the United States. Labour’s economi 
ic spokesman, Mr Gad Yacoby, blame) 
Likud for being “‘over-prodigal” in abari 
doning Israel’s investments in Sinai a 
part of its peace treaty with Egypt. Hi 
insists that Labour “will make sure tha 
we are properly compensated by th 
United States for concessions on the Wes 
Bank”. Not a whisper of this plan hay 
been published so far, because Labou 
fears that the electorate already reckons # 
is too ready to “sell out” the West Bank. 

On paper, the Israeli economy look 
awful. And it is. But Likud can take 
comfort from the argument that, thank: 
to the indexation system, most voters ard 
no worse off than four years ago. Witl 
moonlighting and overtime, quite a lot œ 
skilled workers are better off. The very 
poorest Israelis are suffering, especially 
those with large families whose welfare 
benefits. have not fully kept pace with the 
rising cost of living. They may well blame 
the government. Plenty of others maj 
not. 

Even Israel’s $22.6 billion foreign deb’ 
is not as menacing as it sounds because 
unlike Argentina, Mexico or Brazil 
whose debts. are mainly to commercia 
banks, Israel owes the biggest share of it 
money to the American government 
which is hardly likely to call in its $9. 
billion, So long as the Americans guaran 
tee the cheques, Israel will not go broke 
Both parties know that the next govern 
ment will have to tighten the nationa 
belt, but neither is going to count th 
notches on election-eve. 
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Mothers mourn the missing 
Lebanon 


Haunted 


FROM OUR LEVANT CORRESPONDENT 


3eirut’s port and airport, and the crossing 
roints between the Lebanese capital’s 
Moslem and Christian sectors, were all 
ypened by Tuesday, July 10th, a bit late 
wut otherwise in accordance with the 
ace plan Mr Karami’s government had 
haped a week earlier. The removal of the 
varriers had been delayed by lines of 
lack-robed women, demonstrating 
gainst the disappearance of their rela- 
ives. For four days the Argentine-style 
irotests blocked Beirut’s main arteries. 
Jn July 10th the bereaved withdrew, 
emporarily, after President Gemayel 
romised to consider their grievances. 
About 2,400 people have disappeared 
1 Lebanon in the past two years alone; 
50 are listed as having been kidnapped, 
nd of these some 190 are known to be 
live, having been visited by the Red 
‘ross in the “prisons” run by the rival 
iilitias who snatched them. These figures 
o not include the 991 people who were 
tken away from the Palestinian camps of 
abra and Chatila by the Christian Maro- 
ites’ militia in 1982 and never seen 
zain. 

The militias promised to release their 
20 known prisoners as part of last week’s 
zace plan, but they have not yet donè so. 
he rest of the missing can be presumed 
zad. Relatives are unwilling to accept 
‘at conclusion, however, because a score 
` kidnapped persons have been seen 
ive after their abductions. The Leba- 
¿»se authorities do not want to tell the 
ieving relatives to abandon all hope 
cause they fear the political 
msequences. 
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The protesters in Beirut were all Mos- 
lems. The Moslems claim that the great 
majority of those who have disappeared, 
particularly since the Israeli invasion two 
years ago, were their people. Relatives of 
Christians who disappeared have not 
been protesting openly. A new outburst 
of Moslem-Christian anger could all too 
easily wreck the tentative co-operation 
between the two communities. 


African refugees 


Help them before 
disaster hits — 


FROM A SPECIAL CORRESPONDENT IN GENEVA 


Hundreds of thousands of people are on 
the move in Africa. This year more than 
half a million people have crossed the 
rebel-held countryside of Ethiopia's Tigre 
province in search of food and water. 
Some 30,000-60,000. Mozambicans have 
poured into Zimbabwe for the same rea- 
son. But because their search for food 
takes them across a border, the Mozambi- 
cans are being treated as refugees. 
Movements like these make nonsense 
of the distinction that officials try to make 
between refugees and famine victims. 
The distinction was preserved this week 
in two conference halls in Geneva’s Palais 
des Nations, when one. set of delegates 
from 100-odd countries solemnly dis- 
cussed African refugees while another lot 
prepared to tackle the African drought. 
For years Africa's “Sm refugees” per- 
sonified the continent’s problems for the 
outside world. Now the refugees have 
been recounted, the total scaled down to 
about 3m, and the blame shifted away 
from white colonialism (only about 
100,000 are from South Africa or Namib- 
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ia). Today drought, and consequent eco- 


nomic collapse, are claiming the head- 
lines and the donors’ money. The World 
Bank estimates that in 20 years 70% of all 


foreign aid could be swallowed up in — 


providing food for Africa's hungry. 

Donors prefer to patronise refugee 
programmes because they form a rela- 
tively manageable slice of an unmanaga- 
ble crisis. Refugee camps and settle- 
ments, which house about 1m of Africa’s 
refugees, are places where the impact of 
aid is evident, whereas helping a drought 
relief programme can seem like throwing 
money down a dry well. 

The United Nations High Commission- 
er for Refugees (UNHCR), which was a 
prime mover behind this week's refugee 
conference, is trying to get over this 
difficulty by proposing development pro- 
jects in countries which also have dense 
refugee populations. Apart from a $1m 
cheque from China, the donors’ respons- 
es were mostly non-committal. The 
Americans shied away from giving $40m 
to refugee development projects though 
they committed $50m for transporting 
food to famine areas. The Saudis reduced 
their refugee contribution from an ex- 
pected $35m to $5m. 

Some African governments have been 
brought to their knees. And the UN 
agencies which have been managing con- 
tinent-wide rescue schemes are reckoned 
to be out of their depth. So donors are 
now demanding that aid be co-ordinated 
at the country level. More and more 
projects are being passed to voluntary 
agencies, which also have their draw- 
backs: any refugee will testify that foreign 
volunteers are doing jobs refugees could 
do for themselves. But voluntary agencies 
have one big advantage: they are quick 
and relatively cost-effective. The cry in 
Geneva this week was no more grand 
international schemes, please. 


Argentina 


Military surgery 


The army’s influence in Argentina is 
being steadily diminished by President 
Raul Alfonsin. In a shake-up of the high 
command, which brought down at least 
six generals, Mr Alfonsin has reaffirmed 
that civilians now control the gun. 
General Jorge Arguindegui, the army 
chief of staff and Mr Alfonsin’s own 
choice for the post, was fired last week 
after complaining publicly that unnamed 
subordinates were trying to “destabilise” 
his command. He had contradicted an 
earlier statement by the civilian defence 
minister, Mr Raul Borras, that there were 
no divisions among the generals. The new 
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army chief of staff, Gen 
- Pianta, is said to want to try 
_ army more professional and less political. 
Two generals on the board of Argenti- 
__ na's sprawling. military-industrial com- 
plex, Fabricaciones Militares, which has 
ng been. completely controlled by the 
army, have also been ousted. They had 
_ protested that Mr Alfonsin: had broken 
_ with tradition by appointing a civilian, the 
_ under-secretary for defence, Mr Raul 
_ Thomas, to head Fabricaciones. The two 
_» generals are likely to be followed back to 
-barracks by dozens of other officers who 
now hold posts lower down in the huge 
Fabricaciones hierarchy. 
Mr Alfonsin. is’ cutting the. military 
budget drastically. Defence spending this 
year is expected to be 3.9% of gdp 
compared with 6% under: the. former 
military juntas. The number of conscripts 
is being cut from 120,000 to 72,000. 
Conscripts based near Buenos Aires are 
now frequently. given their lunch hour off 
so that they can save money by returning 
home to eat.. a byl a 
© On the night that the chief of staff lost 
his job, many Argentines tuned their 
| televisions to a 90-minute documentary 
_ by an independent commission, headed 






















FROM OUR TOKYO CORRESPONDENT 


The Japanese are the world’s most vora- 
cious newspaper readers—47m_ papers 
‘are sold every day, and the biggest two, 
‘Yomiuri and Asahi, sell 8m each. But 
‘too few Japanese read English to provide 
much of a market for foreign newspapers 
or. magazines, or, more important, for. 
Japanese advertising. So Newsweek, the 
|. American news magazine, plans to try it 
in třänslation. : 

-Early next year, in partnership with a 
Japanese firm,- TBS Britannica (which 
publishes a Japanese Encyclopedia Bri- 
tannica), Newsweek intends to start pro: 
_ ducing a Japanese edition; of which 85% 
«will: be. selected’ translations. from its 
international editions and 15% purpose- 
written. The editor-in-chief will be a 
: respected Japanese-American journal- 

-| ist, Mr Takashi Oka. 

. _ Newsweek-Japan will be Newsweek's 
_ first foreign-language edition but News- 
week is not the first magazine to have a 


~ with a Japanese firm to publish a transla- 
|» tion of Fortune, called President. After 
| can early success, sales slumped. So Presi- 
|, dent began to use more locally written 
| stories and fewer translations from For- 
tune, Now that it hardly uses any, sales 


only 60,000 ‘for Time -magazine’s own 
‘English ‘edition. Newsweek-Japan. will 
_ be aiming at-a circulation of 100,000 by 
-| the end of its first year, compared. with 





| Ricardo — 
o make the 


The Japanese way of readin 


< go in Japan. In 1963, Time'teamed up. 


| have risen to 225,000, compared. with’ volume edition in Japanese. A socio- 


ists and that both” sides were guilty of 


excesses. 


In arranging for trials of military offi- 


cers, Mr Alfonsin wants to ensure that t 


generals do not feel so humiliated that. 


they might be tempted to make a fresh. 


coup. Only six top officers (three admi- 


rals, two generals.and one air force briga- 
dier) are being kept in detention, all of 
them at military bases. They are said to 
be well cared for. 

The 400-odd cases against active or 
retired military officers have been handed 
to the armed forces’ supreme council to 


. be heard by military tribunals. Some of 


the 4,000 private complaints sent to the 
Sabato commission will eventually go to 
the council. It could take a decade for all 
of them to be dealt with. In the mean- 
time, the influence of the armed forces 
will be chipped away. 





the 48,000 copies of Newsweek now sold 
in Japan. | l 

Science, a version of Scientific Ameri- 
can, has been publishing in Japan since 
1971. But early success lured in Japanese 
copycat rivals—there are more than 
3,000 Japanese magazines, many copy- 
ing each other—and its sales sagged in 
favour of the domestic product. McGraw 
Hill joined the biggest Japanese financial 
newspaper, the Nihon Keizai Shimbun, 
to produce a clutch of Japanese versions 
of its own American magazines, but with 
only negligible translated input. They 
have mostly been successful. 

Japanese readers gobble up foreign 
news and opinions. Many national dai- 
lies reprint translations of foreign news- 
paper articles, especially editorials. The 
Yomiuri Shimbun, which is the world’s 
biggest-selling daily with a circulation of 
8.94m, regularly translates stories from 
The Economist, the Washington Post 
and about halfa dozen papers. 

What is not yet clear is whether Japa- 
nese readers can swallow foreign news 
undiluted. Their favourite foreign publi- 
cations tend to. be books about them- 
selves. James Clavell’s novel “Shogun” 
sold more than 200,000 copies in a three- 






































economic study by a Harvard professor, 
Mr Ezra Vogel, sold 600,000 copies 
under the seductive title, ‘Japan’ as 
Number One”... 
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pressu 


pressure on the only well-organised 
ind indepen 


a dependent movement left in the 
country: Roman Catholic church. It 
may be feeling confident enough to do so 
because the anti-Sandinist guerrillas have 
‘Suffered a. self-inflicted wound, and a 
“setback in Washington. 
The anti-church campaign is based on 
an allegation that a parish priest accepted 
explosives from an alleged CIA agent 
who became a Sandinist spy. The priest 
"says he was framed. A 1,000-strong San- 
dinist rent-a-crowd invaded the priest's 
church during evening mass on June 24th 
and shouted slogans demanding his ex- 
pulsion. On July 9th? after Archbishop 
Miguel Obando y Bravo of Managua led a 
march of 300 people to support the priest, 
the Sandinists expelled 10 foreign priests 
for “taking part in plans to provoke. a 
confrontation between church and state”, 
The archbishop retorted that this was 
“evidence that Marxism is trying to elimi- 
nate the church in Nicaragua”. He had 
previously angered the regime by propos- 
ing a dialogue between the Sandinists and 
the rebels. The Sandinists responded by 
placing 27 rebel leaders on trial in absen- 
tia for a variety of crimes including “ex- 
posing the nation to foreign domination”. 
One of the accused was Mr Eden 
Pastora (“Commander Zero”), who two 
weeks ago lost his job as military leader of 
the rebels based on Nicaragua’s southern 
border. Mr Pastora had got into an argu- 
ment with a majority on the group’s 
executive committee, led by Mr Alfonso 
Robelo. Mr Pastora did not want the 
group to ally itself with the “contras”, 
Operating on the opposite border of Nica- 
ragua, under the leadership of ex-officers 
of the late President Somoza’s national 
guard. Mr Robelo, his shoulder nudged 
by the Americans, said unity was a tacti- 
cal necessity. Mr Robelo had the ‘votes 
but Mr Pastora had the soldiers, and they 
are said to be in retreat. ai 
In Washington, the Republican-con- 
trolled senate has dropped a $21m aid 
allocation for the contras because of 
strong opposition in thé: Democratic-con- 
trolled house of representatives. The 
Reagan administration ‘is likely to take 
the issue up again in congress in the 
autumn, hoping that the money already 
appropriated ‘will last until then. But the 
contras are looking for alternatives. They 
have started fund-raising on their own in 
Miami, New Orleans, Texas and Califor- 
nia. The Reagan administration is said to 
be: urging individual Americans to send 
donations.. Sai 
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S YOUR INVESTMENT 


GROWN 172% IN FIVE YEARS? 





he world’s economies have recovered from recession at 
different times and in different ways. 

Some have experienced pauses and fresh recoveries, 
others have seen interest rates move unpredictably, still more are 
affected by movements in the US dollar. 

Many investment opportunities beckon, but the challenge to 
the investor is how to gain the maximum benefit from this 
recovery, 

Investing in the right industries in the right countries, at 
the right moment, is more difficult than ever. Especially eg 
for the private investor. Za 

Which is why Barclays Uni-International |® 
‘Trust is so useful to investors who seek capital 
growth. 


INTERNATIONAL 
OPPORTUNITIES: 


By skilfully diversifying our Trusts port- 
folio, our fund managers have consistently 
produced growth for investors by seizing the 
pepe offered by changing economic 
conditions. z 

And, though past performance is not necessarily any SA 
guide to future growth, over the last five years the offer price of 
units in our Uni- International Trust has increased by 172%. 

And our aim remains capital appreciation through 
investment mainly in North America, Australia, Japan and the 
United Kingdom. 


WHE 





______ WHERE WE ARE INVESTING 


We have recently built zi our Japanese portfolio, 
concentrating on export-orientated com panies, particularly in the 
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field of electronics which benefits from the world’s economic 
recovery. In addition, over the next twelve months we predict the 
Yen will appreciate against other currencies, including sterling. 
In the United States we're investing mainly in cyclical and 
potential growth stocks. 
Gross National Product is expected to grow significanth 
in the current year, and all the indicators show confidence and 
consumer spending increasing. es 
The other significant area of current investment is Australia, 
Rayner’ we see continuing growth potential in this natural 
VTS resource-based economy as world demand rise: 


INVEST WITH CONFIDENCE 





Our long term performance has been 
consistently impressive. Statistics published. | 
in the June issue of Money Management 
show Barclays Uni-International to 
be one of the top performers out of 30 inter: 
national offshore funds. 
You can count on the experience and 
a backing of Barclays Unicorn, who now handle over 
£800m of investors’ money. 
PRICE AND YIELD 
For your guidance, the offer price of units was 76, 
28th June 1984 and the net estimated yield was 0.5%. Prices’ 
yields appear daily in the Financial Times, However, you sh 
Sent: that the price of units and the income from.t 
go down as well as up. wife, OE 
Dealings take place on Wednesdays and ‘Thursdays: at 
the price ruling on those business days. Income distributions are 
made on 15th April and 15th October. 
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How a 


Fujitsu Computer 


system 


brought daddy home 
to Setsuko 


Setsuko Nomura is the most 
precious possession of her father 
Tetsuo, a young office worker in 
the shipping division of the mam- 
moth (over 23,000 tons/day output) 
Chiba Works of Kawasaki Steel. 
And he is her precious possession 
too, 

There was a time when 
Setsuko seldom ever saw her 
father, because he had to work 
many of his evenings — and mid- 
nights too — to keep up with the 
24-hour pace his factory had to 
maintain to guarantee the quality 
of its products. But one day Fujitsu 
stepped in, and brought Setsuko’s 
daddy home. 


‘Optical-Communicating 
Computer’ 


Fujitsu accomplished that 
miracle by installing a large- 
scale factory automation system 
at the Chiba Works to automate 
such tasks as inventory control, 
quality control, and billing and 
shipping control. It was no ordi- 
nary system, but a futuristic ‘opti- 
cal-communicating computer’ 
system incorporating three very 
large-scale computers and hun- 


dreds of terminals, linked together— 
over an area the size of a small 
city — in an optical fiber local area 
network. The system tied into the 
Works’ existing computerized 
manufacturing control system and 
so utterly streamlined operations 
that it almost totally eliminated tons 
of tedious paperwork, days of in- 
ventory/order delay, and night shifts 





Continuous casting mill at the huge 
Chiba Works of Kawasaki Steel. 
Kawasaki boasts a highly auto- 
mated plant, with most processes 
computerized. its recent installa- 
tion of a totally integrated Fujitsu 
computer system brought most of 
its clerical tasks on-line. 





in the shipping department. For 
the first time Setsuko’s father could 
go home before dark every night. 
He is a man who, understandably | 
enough, thinks very highly of Fujitsu. 


Who is Fujitsu? 


Fujitsu is Japan's number one 
computer maker. It makes every- 
thing from one-chip micro-com- 
puters to extremely large-scale 
systems, Fujitsu is also one of the. 
world’s leading makers of telecom- 
munications systems and equip- 
ment, with projects completed in 
dozens of countries. 

Because of its unique dual 
computer-communications exper- 
tise, Fujitsu is ideally positioned to 


play a major role in the information. - 


revolution that is now gaining force 
in the world. It will be helpingto 
put a computer on your desk, and 
to tie your telephone into a mind- 
expanding network of information 


services, It will be helping to lift you = 


beyond the age of the computer 

to the era of the communicating 
computer — to remarkable systems 
that can do miraculous things. 

Like bring a young father home to 
his little girl. 


Japan’s number one computer maker. 
FUJITSU And a world leader in telecommunications technology. 


Fujitsu Limited-Tokyo, Japan 
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Chipping away at liberal landmarks: Black 





Re-elect President Reagan, say Demo- 
crats direly, and watch. the Supreme 
Court. tumble into conservative control, 
Since five of. the nine justices are 75. or 
older, it.is not over-ghoulish to suggest 
that the next, American president will be 
able to. appoint some new judges, who 
‘serve for life, of his choice. Not ghoulish, 
perhaps, but irrelevant: the Supreme 
Court term that began last October and 
ended on July 5th seems to have rendered 
the Democrats’ warning obsolete. Con- 
servative justices already. control the 
court and their majority judgments pro- 


vide, in effect; sturdy judicial ballast fora- 


right-wing administration. 

The, conservative ‘majority dominated 
the session, reflecting the administra- 
tion's views in cases that ranged from civil 
rights, criminal law. and federal regula- 
tory authority to the role of religion:in 
American public life, In the last week of 
the session, no fewer than 19 rulings were 
handed down, creating a’ burst of satisfac- 
tion in administration and. law-enforce- 
ment quarters. Each case was a difficult 
legal judgment with plausible arguments 
for and against. But the cumulative effect 
of so many judgments going in one direc- 
tion suggests that the court, which for so 
long has held the balance between gov- 
ernmental authority and individual. free- 
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The long right arm of the law 





; Marshall, Brennan, Burger, O'Connor, White, Powell, Moan and Ste 





WASHINGTON, DC 


dom, has now tilted decisively towards 
the state and that the individual is rela- 
tively weightless, The irony is that these 
judgments should be so much in accord 
with the wishes of an administration 
which came to power promising to take 
government off the backs of the people. 
The comparison with the court’s previ- 


ous. term. was striking. Then the court. 


rebuffed the Reagan administration in 
several important decisions. It refused to 
reconsider the 1973 ruling that made 
abortion a constitutional right and it re- 


‘fused to authorise tax-exempt. status to 


racially discriminatory private schools. 
This year the administration won nearly 
every case in which it had an interest. 

Yet there have been no changes of 
judges in the three years since Mr Reagan 
appointed Justice Sandra Day O'Connor. 
So why the shift? The answer lies partly in 
the nature of the cases: the initiatives that 
the administration. asked the court to 
endorse last year were not palatable to 
most of the judges and would probably 
have fared no better this year than last. 


The conservative majority was not pre- . 


pared to dismember the landmark judg- 
ments of a.more liberal era; it was pre- 
pared to chip away at them. And this 
session the administration’s initiatives 
were in tune with the court’s own 


























instincts. : 
In addition, the admini tration S case 
were better argued, The so tor-general 
Mr Rex Lee, who is. the justice | 
ment official in charge’ of. presi 
government’s arguments to: the court 
borrowed Professor Paul Bator from Har 
vard Law Schoo! to serve fortwo years as. 
his special deputy. Mr Bator took on 
many of the touchiest assignments and 
crafted high-quality legal advocacy of 
subtlety and. elegance in. support of th 
administration’s views on church-state re 
lations and federal regulatory authority. 
But neither the nature of the cas 
the quality of the advocacy can sufficie 
ly explain. the administration’s trium 
The more important fact is that the bal 
ance of the. court has changed. For 
past few years the court has been tr 
balanced, its strength resting at the cen 
tre. In this session two things happened 
First, Justice. O’Connor came into. he’ 
own. Although she. has always been 
loyal ally of the court’s two main conser 
vative judges, Chief Justice Warren By 
ger and Justice William Rehnquist, si 
emerged this term as an effective ane 
energetic strategist in her own tight, Sh 
and Justices Burger and Rehnquist now 
form the court’s strong. conservative core 
The second development is that. tw 
“swing-vote” judges, Justices Byron 
White and.Lewis Powell, have complet 
their move into the right-wing camp. Thi 
gives the court its resident conservative _ 
majority. Justice William Brennan, the 
senior justice appointed by Eisenhow 
has been relegated to the role of libe 
dissenter. Two statistics tell the st 
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Justice Brennan dissented in 46 of the 


court’s 150 decisions; Chief Justice Bur- 


` ger dissented in only eight. 

Justice White, it is curious to remem- 
ber, is the one Kennedy appointment. He 
used to be considered part of the court’s 
moderate centre before he embarked on 
his slow migration to the now dominant 
right wing. Justice White wrote the opin- 
ion in two important civil-rights cases. 
The first, involving the Memphis fire 
department, started to undo the policy of 
“affirmative action” or preferential treat- 
ment for blacks; it tilted the balance back 
in favour of the vested seniority rights of 
white workers against the policy of giving 
recently hired blacks a discriminatory 
hold on the seniority ladder. The second 
decision, which may soon be overturned 
by congress, accepted the administra- 
tion's view of the very limited reach of a 
law prohibiting sex discrimination by col- 
leges and universities which benefit from 
federal money. 

The court worried liberal opinion by 
approving the administration’s ban on 
tourist and business travel to Cuba. But its 
weightiest legacy this term was in criminal 
law. In three major rulings in the last month 
of the session the court strengthened the 
hands of the police and of criminal prosecu- 
tors and cut back on the rights of defen- 
dants and prison inmates. 

For the first time the court created an 
exception to the “Miranda” doctrine. 
This is an 18-year-old landmark of the 
liberal activist court under Chief Justice 
Earl Warren, which requires the police to 
warn suspects of their constitutional 
rights against self-incrimination before 
beginning an interrogation. The court 
ruled that the requirements of “public 
safety” can justify the policy of interro- 
gating first and giving the warning later. 

Second, the court ruled that the fourth 
amendment’s prohibition against unrea- 
sonable search and seizure does not apply 
to a prison cell. This strips prisoners of 

-their constitutional recourse, previously 
recognised by lower federal courts, 
against arbitrary or malicious searches 
and destruction of such personal posses- 
sions as letters from their wives and 
photographs of their children. Justice 
John Paul Stevens, dissenting from this 
Opinion, wondered how Chief Justice 
Burger could campaign, as he does, for 
penal improvement while issuing a ruling 
“that prisoners are entitled to no measure 
of human dignity”. 

Third, and most important, the court 
created a “good faith” exception to the 
70-year-old rule against the use of illegal- 
ly obtained evidence in a criminal trial. 

_ The law has been that the police have to 
get a search warrant before they can enter 
property to look for evidence; in 1961 the 
Warren court extended this obligation 
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from federal cases to state ones. 

The Burger court took up two cases in 
which the police had entered property, 
and obtained incriminating evidence, on 
the strength of search warrants that were 
later proved by defence lawyers to have 
been defective. The defence lawyers ar- 
gued that the evidence—in one case 
bloodstains pointing to rape and murder, 
in the other case drugs—was therefore 
tainted and should not be used by the 
prosecution at the trial. The court in its 
“exclusionary rule” decision ruled that, 
when the police in good faith believed the 
defective search warrant to be correct, 
the evidence that they discovered after 
their search was admissible in court. 

Most reasonable people, after hearing 
the police evidence on those two cases, 
might have agreed that it would be absurd 
if a smart-aleck lawyer got his clients off 
on a technicality. But the judges of the 
highest court are expected to look at the 
general consequences of their decisions as 
well as the particular cases before them. 
The Burger court has given the police 
licence to go ahead with phoney search 
warrants. Will the next step be to go 
ahead with no warrants at all? 

The Supreme Court has often offended 
political opinion of one kind or another. 
It is, after all, a political as well as a 
judicial branch of government. Ameri- 
cans have been reminded of that quite 
sharply during this past session. And they 
know now that the politics of the court is, 
for the present, rather right-wing. 


The Fed 
Spoiler at the feast? 


WASHINGTON, DC 





Lack of harmony between the White 
House and the Federal Reserve Board 
has often agitated the Reagan presidency. 
Could the music get sweeter and lower 
now that Mr Reagan has placed another 
of his-own choices on the Fed’s seven- 
member governing board? 

It seems not. Indeed, it would surprise 
nobody if the board, as it acquires the 
new Reagan appointee, Miss Martha 
Seger, were to tighten up a notch on the 
money supply. A further rise in short- 
term interest rates would then be possi- 
ble. This is the decision facing a meeting 
on July 16th of the Fed’s top policymak- 
ing body, the federal open market com- 
mittee, which brings together under its 
chairman, Mr Paul Volcker, the Fed’s 
seven governors and heads of its regional 
banks. Their decision carries political 
weight because it sets America’s mone- 
tary policy for the months leading up to 
the presidential election. 

A rise in the Fed’s largely symbolic 
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discount rate, set at 9% since early April, 
would be a signal from the central bank- 
ers that they have not been lulled into 
complacency by the low inflation that has 
accompanied the 20-month-old economic 
recovery. Mr Lyle Gramley, a Carter 
Democrat and Fed staff “old boy”, spoke 
for most members of the open market 
committee when he said, “If people here 
and abroad gained the impression that the 
Federal Reserve had thrown in the towel 
in its efforts to keep money and credit 
growing at a reasonable pace, we would 
be faced . . . with potentially chaotic con- 
ditions in financial markets”. Alluding to 
the brutal 1981-82 recession, Mr Gramley 
said the Fed would continue to finance 
economic expansion “but we do not in- 
tend to waste the substantial gains in the 
battle against inflation that have been 
won at such enormous cost during the 
past few years”. 

The one governor who thinks that the 
Fed exaggerates the risk of faster inflation 
is Mr Preston Martin, who until last week 
was the only Reagan appointee. Miss 
Seger, who now joins him from Central 
Michigan University to replace Mrs Nan- 
cy Teeters, a Carter Democrat whose 
term had expired, was interviewed by Mr 
Martin before being recommended to the 
president by the White House staff. But 
she will not necessarily follow Mr Mar- 
tin’s dissenting line. Nor is it certain that 
he will continue to set himself apart from 
his colleagues, as he did on March 27th 
when he argued that the Fed should pump 
out a little more money to counteract 
rising interest rates. 

Mr Martin’s dissent was widely inter- 
preted as a gesture of loyalty to the White 
House, whose staff repeatedly criticised 
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he Fed when rates rose in the spring. Mr 

Reagan stopped that sniping about a 
nonth ago. The treasury secretary, Mr 
Donald Regan, has since refrained from 
his attacks on the Fed’s chairman, Mr 
Paul Volcker. When the prime rate went 
up to 13% late in June, Mr Larry 
Speakes, the White House spokesman, 
refused to blame the Fed. 

Next week’s two-day meeting of the 
open market committee is to review the 
Fed’s money-supply targets for the rest of 
1984 and to set provisional targets for 
1985. Mr Volcker will disclose its deci- 
sions to congress on July 25th. With the 
slection looming, a lowering of the 1984 
‘argets seems unlikely, although it cannot 
ye excluded. More likely would be a 
jecision to be a bit more niggardly in 
iupplying reserves in order to nudge M1, 
he narrowest measure of money supply, 
jown towards its 6% mid-range growth 
yath. Since late 1983, Ml—cash plus 
thecking-account (current-account) bal- 
inces—has been growing at 7%, within 
ts target range of 4-8%. In the past few 
veeks, according to the Council of Eco- 
tomic Advisers, it has been coming close 
o the top of the range. For 1985, the Fed 
s likely to drop its money targets by half a 
oint or so, in accordance with the long- 
erm strategy it has been pursuing for 
everal years. 

The sustained strength of the economy, 
he big budget deficit and the surge of 
wivate borrowing in recent months have 
ll led the financial community to applaud 
he Fed. The White House still has reason 
o worry that rising interest rates may 
come a Democratic campaign issue, 
ut that is a small niggle indeed. The June 
obs figures—a remarkable drop of 0.4 
ints in the unemployment rate, to 
-1%, and a smart jump in employment— 
vere read as harbingers of economic joy 
hat should last at least until election day. 


Television 


f itis dull, delete it 


‘ontinuous television coverage will not 
e afforded this year to that most extraor- 
inary and messy of political events, the 
Yemocratic convention. The network 
hiefs have looked at their ratings for the 
ist convention, in 1980, and found that a 
altry 7% of households tuned in then to 
5 hours of live speeches from New York. 
nly one company, the Cable Satellite 
ublic Affairs Network (C-Span)—which 
lso broadcasts many tedious hours of 
hat from congressional committees and 
1e house of representatives—will record 
1e convention from start to finish. What 

records will then be made available to 
ie Public Broadcasting Service (PBS) 
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Just like reading a newspaper 


and will go from PBS to its 300 member 
stations, to show if they like. Many will 
not like, and that will be that. As for the 
three big commercial networks, they plan 
to broadcast about two hours of action 
from the convention every night, edited 
to make the show more interesting. 

Some sympathy for the networks is in 
order. Conventions are good only in 
parts. PBS had a, certain obligation to 
cover the San Francisco hoopla but said 
that, at $10m, it could not afford to (C- 
Span will do it for about half that). Yet 
total coverage is a tradition of 30 years’ 
standing. It is expected of the country’s 
broadcasters, and they are supposed to 
provide it in their capacity as trustees of 
the public airwaves. Having the power, 
can they avoid the responsibility? 

Increasingly, broadcasters think they 
can, at least to the extent of editing and 
trimming in the realm of public affairs; 
and they are upheld by a string of recent 
decisions by the Federal Communications 
Commission (FCC), the government 
body which regulates broadcasting, and 
by the Supreme Court. On June 27th, the 
FCC decided to release television stations 
from their obligation to devote at least 
10% of their air time to news and local 
events. (Simultaneously, they were al- 
lowed to air as many advertisements as 
they chose; they had previously been 
limited to 16 minutes in every hour). On 
June 18th, the Supreme Court ruled that 
cable-television operators could not be 
obliged by state or local authorities to 
alter the content of programmes brought 
in from out of state. And on July 2nd, the 
justices declared that because a radio or 
television station received public money 





it should not therefore be debarred from 
broadcasting editorials. To forbid that, 
wrote Justice William Brennan, was a 
violation of the constitution’s guarantees 
of free speech and freedom of the press. 

Self-evident as this may seem, it is a 
great advance for broadcasters: it puts 
them virtually on a par with newspapers 
before the law and that, they argue, is 
where they should have been long since. 
There are now 1,149 television stations in 
the United States and 1,700 newspapers; 
by the end of the year, they may be evenly 
matched. The arguments of scarcity and 
privilege, which used to justify federal 
regulation of the companies that used the 
airwaves, ended with the advent of the 
multiple satellite and cable channels. 
Both the FCC and the television moguls 
think the onus of regulation now lies with 
the viewer, who will wander among the 
plethora of channels and switch on and 
off as he chooses, and not with the 
government. 

The FCC is only too eager, as its 
chairman puts it, “to gracefully exit from 
the living rooms of America”. As with 
many other government agencies in the 
Reagan era, it is staffed with people 
happy to scuttle their ship in the interests 
of less government. Most of the regula- 
tions on broadcasting are now being stud- 
ied, within the commission and in con- 
gress, with a view to discarding them. 
Chief among these is the 35-year-old 
“fairness doctrine’’, the rule that obliges 
broadcasters to cover issues of public 
importance and to present opposing 
views on them, as well as to allow equal 
time to rival candidates for political of- 
fice. News programmes and documenta- 
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ries lave always been exempt from this 
rule. In May the exemption was extended 
to the Phil Donahue chat show, which is 
broadcast live with an audience and is, 
most viewers would agree, entertainment 
rather than instruction. 

The effect of all these changes on 
television coverage of public affairs is still 
slightly hazy. The power to editorialise, 
which has been given to the public sta- 


= tions, is not a responsibility they are 


prepared for; most have no editorial line 
at present. One possibility is that their 
trustees, or their corporate sponsors, will 
get the last word. The power to broadcast 
as much, or as little, news as one likes, 
which has been given to all television 
Stations (radio was given the privilege 
three years ago) may not, in practice, 
make much difference; the amount of 
news broadcast is already dictated by 
audience appetites and, in fact, far more 
is broadcast by most stations than they 
were, under the old FCC rule, obliged to 
provide. As for the prospect of news 
programmes, and much else, going down 
in a welter of advertising, that is unlikely. 
The broadcasters have long since found 
that 10 minutes of ads in every hour is 
more than enough for the viewer. 

What is bothersome, however, is the 
implication that broadcasters are now so 
public-spirited and full of common sense 
that they should be allowed to develop as 
they like and, in particular, treat public 
affairs as they, and they alone, see fit. 
Broadcasters are certain that this is what 
the new rulings mean. The FCC and the 
Supreme Court, however, have reserva- 
tions. Justice Brennan, in the editorial 
case, took care to uphold the fairness 
doctrine, saying that some such authority 
(even if broader than at present) was 
needed. The chairman of the FCC, Mr 
Mark Fowler, hopes that if the govern- 
ment regulations go the industry will 
make its own standards to replace them; 
they are needed, he said in May to 
broadcasters in Las Vegas, and nowhere 
more than in news. 

Too pious a hope, perhaps. The chair- 
men of the networks maintain that what 
the audience wants, the audience gets. 
News that is a mixture of hype, bombast 
and persona-preening wins viewers. Seri- 
ous documentaries, as the ratings contin- 
ually show, do not. Party conventions do 
not, either. The chairman of the National 
Broadcasting Company, Mr Grant Tin- 
ker, has said that television audiences are 
a continual disappointment to him; they 
would far rather watch “The A Team” or 
“Dynasty” than have their political con- 
sciousness raised. This from the people 
who brought you, in your home, Mr 
Roger Mudd asking Mr Gary Hart to doa 
comic impression of Senator Edward 
Kennedy. 
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Texas 


They'll be taxing 
football next 


AUSTIN 


Texas has not had to raise taxes since 
1971. While other states were struggling 
to make ends meet during the 1970s, 
Texas was enjoying budget surpluses that 
ran into the billions, thanks to high oil 
prices and an economy so robust that 
bank deposits tripled during the decade. 
During that time three governors made 
campaign pledges of “no new taxes”. One 
was the Democratic incumbent, Mr Mark 
White. But in June Mr White was forced 
to risk his political future by calling a 
special session of the legislature to raise 
extra money for roads and education. 

In 1982 teachers were an essential ele- 
ment of the coalition Mr White put to- 
gether to oust the Republican governor, 
Mr Bill Clements. During the campaign 
Mr White had called for a 24% increase in 
teachers’ salaries and sharply criticised 


White got on the learning curve 


Mr Clements for proposing an increase in 
the tax on petrol at the pump—at $ cents 
a gallon the lowest in the country. But 
when Mr White took office, he discov- 
ered that the decline in oil prices, from 
$34 to $29 a barrel, was taking its toll on 
the Texas economy. Mexico’s devalua- 
tion of the peso was cutting into retail 
sales—and revenues from the sales tax— 
as_well. A major boost in teachers’ sala- 
ries without a tax increase was 
unthinkable. $ 

The prospect was so awful to the gover- 
nor that the 1983 legislative session had 
passed before he could face asking for 
one. A year later, things looked little 


better. The state’s economy was still not - 










strong enough to allow for more spending 
without a tax increase. Relations with the 
teachers were strained. And most legisla- 
tors regarded Mr White as a lightweight. 
Furthermore, the conventional wisdom of 
Texas politics still held that a special 
session for the purpose of raising taxes 
was a liability for a governor. Yet, when 
the 30-day session came to an end on July 
3rd, the legislature had passed a major 
education bill and the largest tax bill in 
Texan history—and Mr White had 
emerged as the strongest governor in 
terms of his relations with the legislature 
since Mr John Connally 20 years ago. 

The main reason for this remarkable 
change was Mr White’s decision to recruit 
a Dallas data-processing magnate, Mr 
Ross Perot, as chairman of a special 
committee to study education. Mr Perot, 
a Republican, was an inspired choice 
because he could sell the need for a tax 
increase to businessmen. He knew how to 
deal with the legislature, having success- 
fully spearheaded a similar campaign for 
Governor Clements called the war on 
drugs. And he was tough enough to take 
on the state bureaucrats and local school 
officials who traditionally resisted outside 
interference. After all, Mr Perot had once 
hired mercenaries to rescue two of his 
employees who were in prison—in Iran. 
Unlike President Jimmy Carter's rescue 
mission, Mr Perot’s worked. 

One of Mr Perot's first actions was to 
confront the most sacred cow in the Texas 
barnyard—football. Students spent too 
much time on it, he said. Moreover, 
schools were lowering academic stan- 
dards to allow athletes to remain eligible. 
This was symptomatic of what was wrong 
with the schools: everything came ahead 
of basic education. There were too many 
administrators and not enough teachers. 
There were too many elective subjects 
and not enough emphasis on the three Rs. 

Mr Perot’s attack on football put his 
committee on the front page and at the 
top of the television news, and it stayed 
there. Further, he had lifted the argument 
out of abstract theory and portrayed it in 
frontier-like terms Texans could under- 
stand. He created a villain—the educa- 
tion establishment—and portrayed the 
battle as one between good guys and bad 
guys. By the time the special session 
started on June 4th, Mr Perot had made a 
climate in which education reform was at 
least possible. 

Texas traditionally ranks near the bot- 
tom of any list of the states in spending on 
public services, including education. Mr 
Perot called for big increases, including a 
head-start programme for poor and non- 
English-speaking four-year-olds, and 
smaller classes in the elementary grades. 
The legislature has in the past refused to 
equalise state aid between rich school 
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1 of service, and for competency 
at teachers had to.pass in order to 





s of his reforms included legisla- 
ainst higher taxes (most of the 
cans, who are roughly a quarter 
sh house); legislators from school 
districts that stood to lose money, and 
legislators beholden to the education 
establishment. S 

At the beginning of the session, the 
consensus was that: Mr White, who. had 
embraced the Perot programme, did not 
have the votes in the house to pass either 










Two Jacksons have been dominating 
America’s attention of late. The one 
making the greatest popular impact is 
not the Rev. Jesse. The laurels surely go 
to the enigmatic singer, Michael. 

With four musical brothers in tow, the 

latter Mr Jackson has just begun a na- 

_ tional tour that for advance. publicity 
‘outdoes the Beatles’ momentous first 
visit to America 20 years ago. More than 
3m, mostly middle-class, fans are expect- 
ed to attend Jackson family concerts in at 
least 12 cities over the next few months. 
The proceeds from the sales of tickets 
and related merchandise could easily 
exceed $100m. 

Virtually all credit for the Jackson 
.., tour’s.expected success goes to brother 
. Michael, Already a veteran, at 25, of two 

decades in the recording business, Mr 

Jackson has become his musical clan’s 

most individual performer. “The Guin- 
ness Book of Records” stopped its press- 
es to include his recent album, “Thrill- 
er”; as the best-selling record of all time 
(35m copies at last count); seven of his 
:¿ Songs were recently among the 10:most 
-<popular in America—also unprecedent- 

ed. His personal fortune has-been esti- 
-mated at $50m-100m. 

Mr Jackson’s fame among American 
< youth is of such proportions that when 
“the captured American-airman Lieuten- 
~ ant Robert Goodman learned of a pend- 
| ing visit to his Syrian prison cell by “Mr 
©-sJackson”, he was heard to ask “Who, 
- Michael?” Even President Reagan ap- 

peared upstaged during a recent White 
> House ceremony at which his campaign 
> against drunken driving among teen- 
| agers was blessed by the Indiana-born 
crooner. 

"The formula for Mr Jackson’s success 
| ohas been a mixture of raw talent and not- 





a The other Mr Jackson 








pay for them. But the anti-Perot forces 
made the mistake of snabbing the Speak- 
et of the housé; Mr Gib Lewis, in such a 
way that he felt obliged to assert his 


leadership or acknowledge his lack of 


authority; to almost everybody's surprise, 
he chose the: former and guided the 


“reforms through. In the senate, quiet. 


persuasion by: Mr: White helped swing 
some critical key votes. The result was 
almost total victory for the Perot pack- 
age--even tothe point of raising stan- 
dards for football players. 

With barely a week left in the 30-day 


_ session, the legislature then turned to the 


tax. bill. Once again, the early outlook 
was bleak. But when the house voted 
down a key provision by 100 votes to 48, 
Mr White instantly. appeared on the 
house floor, buttonholing members. 
Within minutes the Speaker had reversed 
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so-raw persona that every American 
newspaper from the New York Times 
down seems to have sought to analyse. 
Not only is he an energetic performer 
well suited to television. His fair veneer, 
neither black nor white, and fragile, 
‘studiously effeminate, off-stage manner 
have also appealed to a younger Ameri- 
ca that is agog, temporarily at least, over 
things androgynous. His private zoo, in 
the grounds of a Los Angeles house that 
he shares with his parents, has added to 
-an already exotic. aura. Unsurprisingly, 
the film-maker Mr Steven Spielberg is 
said to want Mr Jackson as his lead in a 
revival of “Peter Part 

It is also. no. surprise that various 
interest groups have sought Mr Jackson’s 





the reforms or the tax bill necessary to 




















to pass the tax bill. On the last day th 
bill passed. It doubled the petri 
providing money for roads as well 
education, increased taxes on drink 
cigarettes, and allowed both the house 
and the senate to save face on their | 
provisions. Pee oe 





































extracurricular. attentio: 
Association ‘for. the 
Coloured: People has sough 
along with his: brothers’, in 






















balked when. asked by: the troupe's pr 
moters to provide their facilities free of- 
charge; states and municipalities have — 
complained of requests for tax-exemp- 
tions on the sale of Jackson parapherna- 
lia. At least one city council, in Foxboro, 
Massachusetts (home ofan arena owned 
by the tour promoter, Mr Chuck Sulli- 
van), expressed its fear:of raucous, un- 
manageable crowds and barred the tour 
from its jurisdiction. 
The Jacksons’ biggest gaffe may have 
been a ticket distribution scheme. that 
limited tickets, at $30 each, to groups of 
four and functioned in lottery fashion _ 
through a post office box in Manhattan. = 
The pricey, random-draw plan in effect _ 
excluded the Jacksons’ most loyal fol- 
lowers, the ghetto dwellers, and assured 
tour operators a huge: windfall in mere 
interest, on the principal, to be returned 
later, to unlucky: applicants. When pub- 
lic outrage over his alleged greed threat- 
ened to undercut the tour, Mr Jackson 
announced a decision to scrap the mail- 
order system and give his concert earn- 
ings to charity. a 
Hurt feelings seem to have. been as- 
suaged. More than 135,000 people at- 
tended the first three Jackson concerts, . 
in Kansas City, Missouri. City officials 
announced that the tour there may have: ; 
generated. as much as. $25m in. local _ 
earnings. Stadium owners and entrepre- - 
neurs who worried that. it might cause 
them more anguish than it was worth 
have stopped wringing their hands: 













































k legislature. But nobody is likely to under- 
~ rate the governor now—and he does not 
have to face the voters until 1986. 


E Handicapped babies 
= Rule of law 


Babies born with severe handicaps will 
have a greater expectation of life if con- 
gress accepts—as it seems likely to—an 
agreement reached by almost all the 
groups concerned with their care. It was 
in 1982 that right-to-life groups drew the 
_ president’s attention to cases of babies 
who were condemned to die because their 
parents and doctors felt that their lives 
_ would not be worth living. In Indiana a 
_ baby boy was refused the operations he 
needed and was deprived of food because 
he suffered from Down’s syndrome 
_(mongolism). The courts upheld the par- 
_ ents’ decision. In another case early this 
_ year parents in Long Island who had 
__ refused surgical care for their baby girl on 
the ground that it would not cure her 
condition, although it would have pro- 
__ longed her life, were eventually vindicat- 
_ ed by the courts to which they were 
_ taken. The child is now at home with her 
parents. j 

The response of the administration was 
-to issue regulations that would have cut 
_ federal money off from hospitals in which 
| handicapped babies were denied medical 


eT ITTY PT! 


oT, 


w 


ores 


CPO. 


Daye 


TET 


treatment. Hot lines were to be set up to 
encourage doctors and nurses to report 
"cases of this kind to the authorities in 
__ Washington. Many medical and hospital 
_ groups then took Mrs Margaret Heckler, 
the secretary of health and human ser- 
= Vices, to court, on the ground that these 
p regulations violated the parents’ privacy 
~ and infringed the doctors’ duty to main- 
_ tain confidentiality. On May 23rd a feder- 
_ al judge struck down the regulations on 
_ the ground that they exceeded the federal 
_ government's authority, 
. For a time it seemed that ethics com- 
_ mittees might be set up to deal with these 
_ tragic cases as they arose. But now a small 
_ group of senators, including both liberals 
and conservatives, hospital officials, 
_ guardians of civil rights, representatives 
_ Of organisations for the retarded, and 
_ anti-abortion groups have reached agree- 
-ment on what rules the doctors and hospi- 
_ tals all over the country will have to 
__ observe. The aim is to have them written 
_ into the federal Child Abuse Prevention 
_and Treatment Act under which the fed- 
= eral government provides money to the 
_ States to help children who have been 
neglected or abused. States that do not 
_ require their hospitals to obey the new 
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rules might lose this money. 


from handicapped babies with life-threat- 
ening conditions would constitute child 
neglect and abuse. Treatment could be 
withheld only if the baby were irrevers- 
ibly comatose or if treatment would mere- 
ly prolong dying and would thus be inhu- 
mane. The house of representatives 
passed a similar bill in February by 396 


votes to 4. Under this rule neither the ` 


Long Island nor the Indiana baby could 
have been denied treatment. The only 
source of resistance is the American Med- 
ical Association, which feels that the 
amendment to the law takes too little 
account of the kind of life that the child is 
likely to experience. But this would intro- 
duce an element of discretion that con- 
gress seems unwilling to countenance. 

The problem that nobody has ad- 
dressed is who is to pay the costs of 
looking after the children who are saved. 
The medical costs, which are likely to be 
large, could be met by the federal govern- 
ment. But over the years there will be a 
heavy price to pay if the child grows up in 
an institution. And even if he or she is 
looked after by the parents, willingly or 
unwillingly, there may well be a need for 
help while the child is growing up and 
certainly after the parents die, Perhaps 
the right-to-life lobbies will chip in? 


Car safety 
Click-clunk 


WASHINGTON, DC 


Americans are to be saved despite them- 
selves. Sixteen years after President Nix- 
on first proposed that automatic “passive 
restraints” should be introduced into cars 
to protect motorists who cannot be both- 
ered to buckle their safety belts, Presi- 
dent Reagan's transport secretary, Mrs 
Elizabeth Dole, has come up with a dual- 
track scheme which tries to get people to 
fasten their belts but, if they won't, pre- 
sents them with a soft, but rather expen- 
sive, alternative. 

The new scheme, introduced by Mrs 
Dole on July llth, decrees a phased 
programme, to start in 1987 and to be 
completed in 1989, for equipping new 
cars with automatic crash protection. The 
form of protection is up to the manufac- 
turer, and the buyer, so long as it con- 
forms to a standard that protects the 
driver and his front-seat passenger in a 30 
mile-per-hour crash test. The protection 
can be either automatic seat belts (which 
encircle the passenger when the car door 
is closed), airbags (nylon balloons on the 
steering wheel hub or dashboard which 
inflate when the car has a head-on crash), 





or some sort of high-technology energy- 
absorbing material in the car’s interior. 
Or, better, the chosen method can com- 
bine two, or indeed all three, forms of 
protection (airbags are good for a frontal 
crash but no good at all if you are bumped 
from the side or the rear). 

Mrs Dole claims that her scheme is 
more intelligent than the 1977 regulation 
ordering the phased installation of air- 
bags or automatic seat belts (which Mr 
Reagan revoked in 1981 but was told by 
the Supreme Court in 1983 to think about 
again) because it gives freedom to the car 
industry and encourages it, with financial 
incentives, to explore technical innov- 
ations. 

The rules about new equipment will be 
rescinded if states accounting for two 
thirds of the population enact laws before 
April 1, 1989, making the use of manual 
safety belts mandatory. Since these belts 
are already installed in almost every car, 
this would be much the quickest and 
cheapest scheme. But the states do not 
like being told what to do by the federal 
government and Americans do not like 
being told what to do by anybody. New 
York’s is the only legislature to have 
decided, earlier this month, that the man- 
datory use of seat belts is sensible. 

The car industry will be relieved that it 
has alternatives to airbags. It has fought” 
the airbag scheme for years, producing 
appropriately inflated estimates of how 
much the bags would add to the cost of a 
car. Safety groups and some insurance 
companies are far less happy. They criti- 
cise the latitude given to the car industry 
and the slowness with which the scheme is 
being introduced. Some 22,000 people 
are killed each year in the front seat of 
cars on American roads; only a minute 
Proportion of them were wearing seat 
belts. 
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The authoritative update on the behaviour 
of British businessmen and women, 
the 1984 BMRC survey is now available. 


Over 16 per cent of British executives travelled 
abroad on business more than five times in the past 
year. Most of them had at least one credit card in their 
wallet, but only seven per cent had more than one, and 
a mere one per cent had more than two. Most of them, 
89 per cent, were married, 32 per cent had children 
under 15 years of age, 57 per cent had two or more 
ears, and the majority of 65 per cent worked for a 
company with ne more than J00 employees. 

~ Allof which is typical of the enormous wealth 
of data which can be analysed from the 1984 
Businessman Survey, the basit report of which is 
now available. 

This is the seventh ina series of su 
commenced in 1973, Based ona universe of 
approximately 800,000 businessmen, it is designed to 
measure their readership of daily and Sunday 
newspapers and of over 60 magazines. It also provides 
a unique, accurate and highly detailed insight into the 
working and personal lifestyles of the contemporary 
British businessman, including: 

è income @ air travel 

è job status: ® credit card ownership 

@ family background © car ownership 

@ personal financial ® press readership 

investments @ TV watching habits 


Services Ltd, part of Burke Research Services 
It was commissioned by the BMRC (Busines 
Research Committee) representing the Daily 
Telegraph, The Economist, Financial Times and 
Times Newspapers, together with other lead 
and non media sponsors, including Britis 

Support has also been received from the following 
advertising agencies: Allen Brady & Marsh Ltd, 
Charles Barker City Ltd, Everett's Ltd, 
Foote, Cone & Belding L td, Leo Burnett Ltd, 
Ogilvy & Mather Lid, Primary Contact Ltd, 
Roles & Parker Ltd, Saatchi & Saatchi Garland 
Compton Ltd, J Walter Thompson Company Ltd. 


To: BMRC Secretariat, clo Research Services Ltd, Station House, Harrow Road, Wembley, Middlesex HAI6DE 
“Telephone: 01-903 1399 Telex: 923735 


: Pleasesendme..... copy /copies of the 1984 Businessman Survey at £60 for the first copy, 
£30 for further copies including postage and packaging. 
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ouf investment in First Maryland Bancorp (FMB), our 
acquisition of: The Insurance Corporation land: Al 


: Limited and á major investment programme ine o 0 
technology throughout the Group. These development a 
are changing the nature of our organisation towards a) °° 
geographically diversified financial services group. The 
core of our business will remain our banking activities in 
. Ireland, North and South. To this we have addeda ~ 
Extracts from substantial international dimension and diversification 
EE ae 5 into the related financial service of insurance. 
the Statement | Another important element. of our recent strategy has 
Niall Crowle a ; : been a-sharper market focus on our British operations. 
VEE es Britain is a significant growth market for AIB Group and 
Chairman of . over the years we have built a strong business in this 
5 highly competitive marketplace. Recently we appointed a 
the Board. » Group General Manager in Britain to co-ordinate and. 
: develop the services of all divisions, Our plans for Britain =: 











































ea ap ake us optimistic about prospects for sustained 
Last year was.a good dne. Group profit before tax- m eta 

ation at IREBS 4m shows a satisfactory increase of 24:per progress there, =. : 
cent on the previous year. The profit after taxation and Financial Highlights: f 
levy is IR£50;6m which is up 27.5 per cent on 1983, This For the year ended 31st March, 1984 : 
very good performance continues the consistënt growth Historical cost basis. 1984 1083 
panem which potan achieved meree year In r i aaia o Rem Rem 
-past four years the average annual increase in total assets ; fears an 

: was 22.4 per cent apd in pre tan profits was 20.6 per. Profit before taxation 85.4.” 68.9 

„i “Gent. The satisfactory results for last year were achieved Profit attributable tothe = > 
wis ges ie Tiers beingo fibatement a Ma moan provided or Shareholders oe oe BOM 39.8 
or lebts (IR£31m against IRE: «the effects o Roepe ga fe ; py rere 
the recession are still very much with us: E » Dividends rc AOD Wek 
in The proposed final Hiden is 0:0 pence per share. Earnings per 25p share... 32.0p 26.8p" 
8; together with the interim dividend of 4.5 pence per Fah E E EN ; 
share paid in December 1963, makes a total of 9.5 pence Dividends per 25p share 9.5p _9.0p : 
+per share for the year <an increase of 16 per cent on the Net tangible assets per 25p eG 
previous year taking account of the scrip issue in July 1983, share o oo oe o 253p. 222p" 
‘The strategic positioning of AIB Group in a changing > “Adjusted for capitalisation issue July 1383 

environment is a Critical issue. A number of significant For pies of and Accounts and Chairman s Statement unite ty: 


developments have ‘already taken place. These include The Secretary, Allied Irish Banks Limited, PO. Box 452, Bankeenive, Dublin 4 


Annual General Meeting at Group Headquarters, Bankcentre, — 
Ballsbridge, Dublin 4 on Tuesday, 10th July, 1984 at 12 o'clock noon. 
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Cheer up, Europe, you're still 
the world’s playpen si, 


West Europeans worry about unemploy- 
ment, industrial decline and technology 
gaps with Japan and America. Pundits 
leaderise about aloss of European confi- 
dence and a lack of purpose. But take 
heart. There is one business in which 
estern Europe is unmistakably ahead. 
espite its economic troubles western 
surope is still the world’s foremost for- 
eign holiday playpen. 

“Western Europe ‘accounts for more 
than two thirds of all international tourist 
arrivals, a traffic which brought it some 
$55 billion last year. Economic recession 
did not seriously dent the tourist trade. 
American visitors, encouraged by cheap 
transatlantic fares and a strong dollar, 
have poured into. western Europe for 

















HOLLAND’ 
West Germany 9% nein 


France 9% —~ 
Austria 7% 
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holidays in recent years. But most of the 
foreign: holidays-—thanks Mainly to the 
crowding of ‘so many countries within a 
relatively small area—are taken by west 
Europeans themselves. 

Tastes in holidays are changing. West 


Europeans seem to be catching the Amer- 


ican passion for self-improvement. They 
are less and lesssatisfied with a few 
square feet of beach and a Jackie Collins 
novel in Benidorm. Instead, they are 
turning to active holidays with a special 
interest: hang-gliding, yoga, or learning 


Hungarian. This emphasis on individual 


betterment seems to go with a growing 
dislike of crowds—and no doubt with the 
wish to get value for money. Self-catering 
holidays are mier aney, popular. 


Number of people taking holidays fexel 
Holidays taken: i 


children of 14-16 
ar 
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*Main destinations; aly, Francs, Spain, 
West Germany, Austria ` 


1) Including children 


Note: not alt figures are sttictly COMB: 
dus to'differances in national repor 
methods ` 


























Holiday coursework and me itation 
however, are still preferably done i 
sun. Italy takes'in the most money fro 
foreign visitors (its receipts from intern 
tional tourism were $8.3 billion in 1982} 
followed by Spain ($7.1 billion). Wester 
Europe’s southern countries receive be 
tween. fgur and seven. times.as much as 
they spend on foreign travel. Their most 
numerous customers are the West Ge 
mans, who ‘spent $16.2. billion—over a 
third of Europe’s total—on foreign 
in 1982. 

Even though travel within western E 
rope is relatively easy, most west Europ 
an holiday money is spent on tourist 
within the holiday-maker’s own, counts 
Taken together, domestic- and for 
tourism is big business. While Jobs have 
been disappearing in other industries, 
employment im tourism: has- increase 
The industry gives jobs to some 4.5m 
people in the EEC. When the knock-on 
effects of tourism are taken into the 
reckoning, the holiday business may a 
count for as much as 10% of gdp in t 















European community. 

There are intriguing differences in holi- 
day patterns between west European 
countries, Throughout the 1970s, the 
numbers of West Germans taking holi- 
days (mostly abroad) soared on the ther- 
mal of the country’s economic success. 
But economic recession caught up with 


the West Germans in 1983, when the 
-growth went out of the market. 


The British are more reckless. Al- 
though the proportion of Britons taking 
holidays—in their own country or 
abroad—has remained fairly stable at 


around 60% of all adults over the past 15 


years, more and more have been going 
abroad. The recent recession has not 
affected the trend. 

In France, holiday-makers travelled 
abroad less last year because the govern- 
ment imposed a limit of FFr2,000 on the 
amount they could take out of the coun- 
try. (The allowance was restored to its 
previous level of FFr5,000 at the end of 
last year.) Most Frenchmen in any event 
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prefer not to go abroad but to spend their 


holidays in France. 

Scandinavians are western Europe's 
most enthusiastic travellers. Three out of 
four Swedish adults take at least one 
holiday of over four nights away from 
home each year. At the other end of the 
scale come the poorer Spanish, Italians 
and Portuguese, less than half of whom 
take an annual holiday away from home. 
The richer they grow, the more holidays 
they are likely to take. 

As a fifth week of paid holiday be- 
comes the norm, west Europeans can be 
expected to travel more and more. Work- 
ing hours are gradually coming down as 
well. Families in which both husband and 
wife work can often afford to take two 
holidays away from home a year. Married 
couples are more footloose because they 
are having fewer children. Early retire- 
ment will provide more travelling time for 
those on pensions. In coming years, it 
does not look as if there will be any dearth 
of work in western Europe’s playgrounds. 


Europe’s best-known traveller 


FROM OUR PARIS CORRESPONDENT 


Among the west Europeans who hope 
that absence makes the heart grow 
fonder must be President Mitterrand of 
France. Because his standing abroad is 
so much higher than it is at home, it is 
easy to see why Mr Mitterrand travels 
constantly. Since taking office in May, 
1981, he has made more than 40 visits to 
foreign countries. This schedule would 
tax a travel writer for the National Geo- 
graphic. It excludes trips for summit 
meetings or Mr Mitterrand’s tour of the 
European community countries during 
France’s six-month EEC presidency. 

Early in his presidency, Mr Mitterrand 
wanted to get himself better known out- 
side France. During long years of oppo- 
sition, his contacts with foreign leaders 
were limited. On taking office, Mr Mit- 
terrand made a priority of removing 
misunderstandings with the Americans. 
Suspicion of him inside the Reagan ad- 
ministration is now greatly diminished, 
thanks largely to his four visits to the 
United States. 

There is no let-up this summer. In the 
past three weeks, Mr Mitterrand’s trav- 
els have included Moscow, Madrid, Lis- 
bon, Amman and Cairo. In between 
there were stops at Fontainebleau (for 
the EEC summit) and the Auvergne (for 
a brief walking holiday). 

Mr Mitterrand’s pace may be hectic. 
But Fifth Republic presidents are ex- 
pected to conduct their own diplomacy. 
When Mr Mitterrand’s critics grumble, 
parochially, that France’s future lies in 
the département of Corréze, an old sym- 
bol of rural Frenchness, and not on the 
Zambezi or the Potomac, nobody really 





Sunny walkman 


listens. Frenchmen like to see their presi- 
dent cutting an impressive figure abroad. 
Besides, from the final days of July to the 
end of August, most of them are on 
holiday too. 












‘italy andFrance | 
Return of terror? 


FROM OUR ROME 





A gaffe on the part of the French prime 
minister, Mr Pierre Mauroy, during an 
official visit to Italy has rekindled a quar- 
rel between the two countries about 
France’s tradition of granting political 
asylum. The Italian authorities are de- 
manding the extradition from France of 
Mr Antonio Negri, a teacher of political 
science at Padua university. Last month, 
a court in Rome sentenced Mr Negri in 
absentia to 30 years in prison on charges 
of involvement in kidnap, robbery and 
manslaughter, and for running an “armed 
band” behind the cloak of his academic 
work. 

At a press conference at the end of his 
visit to Italy, Mr Mauroy’s evasive state- 
ment that “I do not know if Negri is in 
France” met with incredulous silence. 
“He has certainly passed through”, add- 
ed Mr Mauroy, “but the French police 
believe he has left.” The Italians could be 
forgiven for thinking that, if the French 
prime minister believes that, he will be- 
lieve anything. 

A few days after Mr Mauroy’s awkward 
meeting with the Italian press, Mr Negri 
boasted to Le Monde that he enjoys 
“unofficial asylum” in France. The Paris 
press has been full of reports that Mr 
Negri has been living in France since he 
was released from prison last year after 
his election to the Italian parliament. Mr 
Negri has spoken freely to the French 
press and he has been spotted at fashion- 
able parties. 

Mr Negri’s candidacy in Italy was in- 
tended as a protest against the preventive 
custody laws, now widely questioned. Mr 
Negri was first arrested in 1979, when he 
was the acknowledged ideologue of the 
Autonomia, an ultra-leftist group. He 
escaped to France to avoid rearrest when 
the Italian parliament voted to suspend 
his parliamentary immunity in Septem- 
ber, 1983. 

Mr Mauroy claimed that the French 
authorities had not yet had a proper 
request for Mr Negri’s extradition. The 
Italians insist that a first request for his 
extradition was made in February this 
year, and that a second followed last 
month's court sentence. Earlier this 
month, the Italian Christian Democratic 
party paper Il Popolo complained that 
French official silence about Mr Negri 
smacked of complicity. A group of Chris- 
tian Democratic deputies has asked the 
Italian prime minister, Mr Bettino Craxi, 
for an explanation. 

Mr Negri denies any involvement in 
terrorism. His French academic friends, 
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How Italy would like to see Negri again 
like the philosopher Mr Felix Guattari, 
claim that he is “the new Dreyfus”, a 
victim of political repression, and com- 
pare his predicament to that of dissidents 
in the Soviet Union. 

There are other Italians in France be- 
sides Mr Negri wanted by the Italian 
authorities. The Italians have also re- 
quested the extradition of Mr Oreste 
Scalzone, already sentenced in Italy on 
arms charges. Mr Scalzone heads a com- 
mittee of Italian refugees” which esti- 
mates that some 200 Italians wanted on 
terrorist-linked charges have taken refuge 
in France. 

Some have set themselves up comfort- 
ably, such as Mr Lanfranco Pace, wanted 
as a member of the Red Brigades, cur- 
rently working as a journalist in Paris, 
and a Red Brigades lawyer, Mr Sergio 
Spazzali, who has joined a successful 
French practice. Others have resorted to 
more violent means to support them- 
selves, as witnessed by two recent bank 
robberies involving Italians on the run. 

When French banknotes were found in 
an Italian Red Brigades hideout, it only 
confirmed the Italian police’s conviction 
that a fully operational column of the 
organisation has regrouped in France. 
This “external column”, as the Red Bri- 
gades themselves call it, is another reason 
for concern for those Italian magistrates 
who recently sent a secret report to Mr 
Craxi’s office warning him of a risk of 
renewed terrorist violence in Italy. 

The French authorities themselves may 
have come to question the wisdom of an 
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open-door policy toward fugitive foreign 
guerrillas. The risks posed by offering 
asylum were highlighted by Mr Jean- 
Louis Baudet, a Frenchman who was 
sentenced to four years for possession of 
weapons on July 4th. During a police 
search in Mr Baudet’s Paris flat last 
November, officers found a machinegun, 
two pistols, explosives and a cache of 
blank West German and Italian identity 
cards. An Italian magistrate has since 
questioned Mr Baudet. 

Mr Baudet is suspected in Italy of being 
the French link-man who supplied the 
Red Brigades with Russian-made hand- 
held missiles in 1982. For the first time 
since the Socialists came to power in 
France in 1981, French and Italian inves- 
tigators have begun to collaborate. 


West Germany 


Green and not so 
pleasant 


FROM OUR BONN CORRESPONDENT 





West Germany's Green party is angrily 
arguing with itself long after other mem- 
bers of the Bundestag have left Bonn for 
the summer. The latest in a series of rows 
within the party has broken out because 
its Bavarian branch wants Ms Petra Kelly, 
the Greens’ best-known spokesman, to 
give up her Bundestag seat when the 
party's controversial two-year deadline 
for rotation of offices comes around next 
spring. Mr Roland Vogt, another promi- 
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Head-scratching time for Kelly 


EUROPE 


nent Green member of the Bundestag, 
has also failed to win the necessary 70% 
support from his constituency party to 
avoid rotation. Both he and Ms Kelly 
want to stay. 

The West German courts, if asked, will 
probably support an elected member of 
parliament who insists on serving out his 
or her full term in office. So if the two 
Green stars refuse to give up their seats to 
the “backers-up”, as the people selected 
to replace them for the remaining two 
years of the current parliament are 
known, the only disciplinary action the 
other Greens could take would be to 
expel the pair from the parliamentary 
party. But if that happened—or if, as is 
more likely, Ms Kelly and Mr Vogt re- 
signed from the parliamentary party—the 
Greens would have fewer than the 26 
members needed for full parliamentary 
party status. They would then lose some 
of their federal financial support, as well 
as debating time and committee rights in 
parliament. 

Mr Vogt has agreed to give up his seat 
only if a referendum is held among all 
members of the Green party which pro- 
duces a clear majority in favour of rota- 
tion. The expertise of members of parlia- 
ment, he thinks, should be put to use for a 
full term. He reckons that the best way to 
make the party effective in parliament is 
to have skilled parliamentarians. Defend- 
ers of rotation, who distrust, and possibly 
envy, their better-known leaders, argue 
that the party should stick to its egalitari- 
an principles. 

Another of the party’s luminaries in the 
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Bundestag, a lawyer, Mr Otto Schily, has 
outflanked the supporters of rotation. He 
is flirting with the main opposition party, 
the Social Democrats. Why not aim for a 
red-green coalition, asks Mr Schily in the 
latest issue of the Social Democratic 
weekly Vorwärts? His Green partners 
know that if they try to oust him next 
spring he would be welcomed by the 
Social Democrats across the aisle. 

Unable to sort out their disagreements, 
the parliamentary Greens sensibly decid- 
ed this week to postpone any firm deci- 
sions on rotation until the autumn. The 
buzz of contention, however, will rumble 
on. 


Greece 
A squeaky wheel 


Probably it was Homer—or, as Mark 
Twain would have it, some other blind 
poet of the same name—who first noted 
that the squeaky wheel is apt to get the 
grease. The Greeks, anyway, have a word 
for it; and Achilles made a good thing out 
of sulking in his tent. 

Since Mr Andreas Papandreou became 
Greece’s prime minister in 1981, the 
Americans have become stoical about his 
many hostile words and gestures, assum- 
ing that he had to conciliate his party's 
left wing after refusing to close the Amer- 
ican bases in Greece or to withdraw from 
Nato. But in recent weeks he has tried his 
allies rather high. 

In May, at his party’s congress, Mr 
Papandreou denounced American “im- 
perialism” and excused—even praised— 








Soviet actions. There is also an alumin- 
ium deal with Russia (see page 62). In 
June, the Greeks released an Arab who 
had been detained for several weeks in 
Athens as a suspect linked with plans to 
put suitcase bombs on western airliners. 
Mr Papandreou is about to visit Libya, 
despite the three murders of Libyans 
committed in Athens in the past three 
weeks, apparently by Colonel Qaddafi’s 
notorious killer-squads, The Greek gov- 
ernment has backed the demands (for 
index-linked pay, a 37}-hour week, and 
other things) made by the strikers who 
have now started to block access to 
American air bases. 

The release of the suspected Arab 
terrorist, and the expulsion from Greece 
of the American agent who had found 
one of the suitcase bombs in a house in 
Athens, exhausted the supply of silent 
stoicism in Washington. Officials there 
decided on what they called a “carefully 
calibrated” reaction. Until then, it had 
been intended to give American consent 
to the transfer to Greece and Turkey of 
16 F-5 fighter aircraft which had been sent 
to Norway several years ago. Now the 
Greeks were warned that all or nearly all 
the F-5s might go to Turkey. They were 
also told the strikes might imperil the 
Americans’ plans to spend $200m on 
improving their bases in Greece. 

However, the heated exchanges 
stopped abruptly on Tuesday, July 10th. 
The state department said that no deci- 
sion about the F-Ss had yet been made. 
Mr Dimitrios Maroudas, the spokesman 
for the Greek government, who on Mon- 
day had hinted at a serious breach in 
relations, told the foreign press that he 
would not comment on the issue any 
more. A meeting between Mr Papan- 
dreou and the American ambassador was 
arranged. Nobody imagines that the poli- 
cy of the squeaky wheel is being finally 
abandoned; but the Greek prime minister 
may have discovered its limitations. 


Jugoslavia 
Avoiding the splits 


A Serbian sociologist was sentenced to 
eight years’ imprisonment on July 9th for 
“violating Jugoslavia’s ethnic policy” and 
for “attempting, anti-constitutional 
change of the country’s federal system”. 
Mr Vojislav Seselj had been arrested in 
May after attending a private meeting in 
Belgrade at which Mr Milovan Djilas, 
Jugoslavia’s best-known opposition fig- 
ure, spoke about the ruling communist 
party's policy on the country’s tangled 
ethnic problems. 

The police claimed they had found in 
Mr Seselj’s flat articles advocating that 
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Jugoslavia should be composed of four 
rather than (as now) six federal republics, 
with Montenegro going to Serbia, and 
Bosnia being divided between Serbia and 
Croatia (see map). The harshness of the 
sentence suggests that it was meant as a 
signal. The authorities want to clamp 
down on demands for change in the 
federal system—particularly among Mr 
Seselj’s fellow Serbs and the ethnic Alba- 
nians in Kosovo, an autonomous prov- 
ince of Serbia. 

In 1981 there were widespread demon- 
strations among the ethnic Albanians 
who make up three quarters of Kosovo’s 
population. Their demand for it to be 
upgraded to a republic of the Jugoslav 
federation has been rejected. The Serbs, 
the country's largest national group, re- 
gard Kosovo as their own because it was 
the centre of Serbia’s medieval kingdom. 
The Serbian Orthodox church shares this 
majoritarian attitude. There have been 
demands for vigorous measures against 
the ethnic Albanians. Many of them have 
been imprisoned since 1981: in the past 
month alone 67 people have been sen- 
tenced to terms of up to 15 years. 

Another indication of increased tough- 
ness is the fact that this year the province 
has as its party president a Serb, Mr 
Svetislav Dolasevic, a former public pros- 
ecutor and security boss. This appoint- 
ment looms far larger in the eyes of 
Kosovo Albanians than the election last 
month, as part of the usual process of 
rotation of top posts, of Mr Ali Sukrija, a 
Kosovo Albanian, to be the Jugoslav 
Communist party’s president for a one- 
year term. The Dolasevic appointment 
and the latest batch of trials have been 
sharply attacked in Albania; an official 
commentator in Tirana has complained of 
“persecution and chauvinist violence 
against Albanians in Jugoslavia”. For 
their part, the Jugoslav authorities lodge 
frequent complaints about persistent Al- 
banian propaganda in support of a Ko- 
sovo republic. 
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Nevertheless, there are signs that both 
countries would like to keep the dispute 
within bounds. The Jugoslav leaders want 
to keep the door open for a rapproche- 
ment. The carrot dangled in front of 
Albania is economic co-operation: a rail- 
way is being built linking Albania with 
Jugoslavia. A new frontier crossing has 
been opened. Such things have become. 
important to Albania, which admits that 
it finds it hard to export enough to pay for 
the imports it needs. 


EEC commission president 


A new field in the 
Berlaymont stakes 


FROM OUR BRUSSELS CORRESPONDENT 


Viscount Etienne Davignon, the Belgian 
commissioner responsible for industry 
and energy, has emerged as narrow fa- 
vourite to take over the presidency of the 
EEC commission from Mr Gaston Thorn 
in 1985. The Dutch and the Danes have 
each nominated a candidate, but they 
pose little threat. If, on the other hand, 
the French nominated Mr Claude Cheys- 
son or the Italians Mr Emilio Colombo, 
there would be a horse race. 

Viscount Davignon rose to the top of 
the list after the EEC leaders failed to 
agree on a nominee at the Fontainebleau 
summit. Mr Helmut Kohl was at first 
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expected to produce a generally accept- 
able candidate, but in the event he put up 
no names. He had intended to nominate 
Mr Kurt Biedenkopf, a former general 
secretary of the Christian Democratic 
party. He was discouraged from this part- 
ly by privately voiced objections to his 
candidate, who has neither ministerial 
nor international experience, and partly 
by Mr Biedenkopf's ineffectiveness as the 
official mediator in the West German 
print workers’ strike. 

There was only one other plausible 
candidate for Mr Kohl to offer—his for- 
eign minister, Mr Hans-Dietrich 
Genscher. However, Mr Genscher’s de- 
parture would have opened the way for 
the Bavarian Social Christian leader, Mr 
Franz Josef Strauss, to enter the cabinet, 
which Mr Kohl would prefer to prevent. 

With Mr Kohl’s failure to come up with 
a candidate, it was decided at Fontaine- 
bleau that the Irish prime minister, Mr 
Garret FitzGerald, should find an agreed 
nominee before July 24th. The European 
parliament will then be consulted, and an 
official appointment made. 

Viscount Davignon is widely thought to 
be the cleverest of the EEC commission- 
ers. He has also now succeeded in win- 
ning the support of his own government. 
The Belgian cabinet originally felt that, 
after 12 years during which the only 
Belgian on thé commission had been 
French-speaking, it was time that a 
Dutch-speaker took over. The man they 
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have in mind is the finance minister, Mr 
Willy de Clercq. As a solution, Viscount 
Davignon has made a deal with the govern- 
ment: they will nominate him for the 
presidency, but he will stand down fromthe 
commission if he is not appointed, thus 
making way for a Flemish commissioner. 

The candidate from Holland, Mr Frans 
Andriessen, has a chance if Viscount 
Davignon’s nomination is blocked. He 
holds the commission's competition port- 
folio, has done a good job, and is regard- 
ed as able and fair-minded. Denmark’s 
offering, its finance minister and deputy 
prime minister, Mr Henning Christopher- 
sen, is little known outside his own coun- 
try and has attracted almost no support 
from elsewhere. 

Much the bigger threat to Viscount 
Davignon is the French foreign minister, 
Mr Claude Cheysson, who could be put 
forward as a candidate. A former EEC 
commissioner who speaks fluent English, 
Mr Cheysson would be a strong contend- 
er. The French president may be thinking 
of moving him from his job at the Quai 
d’Orsay. Mr Cheysson’s handicap is that 
the previous president but one was 
French. This may not kill his chances if 
Mr Kohl decides to lend his support. 

There could also be an Italian candi- 
date. Italy would have stood aside for a 
West German nominee, but might now 
put forward its own. A plausible choice 
would be Mr Emilio Colombo, a former 
prime minister and foreign minister. Un- 
til now he has not pressed a claim for the 
Brussels job, partly because of his ambi- 
tion to be Italy’s next president, and 
partly because he hopes to get back his 
old post of foreign minister if Mr Bettino 
Craxi's government falls. 

With the support of most of the smaller 
countries and, probably, of Britain too, 
Viscount Davignon should be able to see 
off the opposition. It is, however, possi- 
ble that the West Germans (who do not 
like the way he has implemented the 
EEC’s steel production cartel) might try 
to block his appointment. In horse-racing 
terms, the odds look something like: 5-4 
Davignon, 5-3 Cheysson, 10-1 Andries- 
sen, 25-1 Christophersen, 50-1 the field.” 


EEC internal market 
A step backwards 


FROM OUR BRUSSELS CORRESPONDENT 





In theory, the 10 governments of the EEC 
fully accept the need for one vast home 
market. Yet they regularly pass up 
chances to remove trade barriers between 
their countries. A genuinely open market 
of 270m people would help European 
industry compete with American and Jap- 
anese rivals who benefit from large econ- 
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-malities inside the European community, 
cost the EEC economy an estimated $10 
~~ billion a year. 

At their meeting on July 9th in Brus- 
els, finance ministers of the Tén said no 
0 a sensible way to reduce this unneces- 
sary cost. The idea was to stop collecting 
Vat on goods travelling from one EEC 
ntry to another at frontier-crossing 
-and to levy it instead at the goods’ 
al: destination. 

The Ten's. failure to agree sets the 










































minunity back further than expected. 
which already collects Vat on 
at their final destination inside 
ain, warned its partners that it would 
vert to the continental system of fron- 
lection unless they followed the 
itish ‘model. The British argue that 
less ‘point-of-destination collection is 
‘ompt, it penalises domestic manufac- 
rs and favours importers. The British 
e all the same ready to accept a 
ewhat: delayed _point-of-destination 
ection: so: long as the other nine all 
plied the’same system. Even on. this, 
y failed. 
The’ setback for Britain had one com- 
nsation. By going back to frontier col- 
ion (due to’start to take effect on 
October ist) the British government will 
et its hands on Vat revenues of £1.4bn 
$1.8bn) 30 days earlier than it would 
therwise have done. sy 
“As frontier formalities im Britain are 
bout to. become more, complicated, 
hose between France and West Germany 
re to get slightly easier. From July 16th, 
itizens of the two countries will be able 
6 cross. unhindered by road into each 
‘ther’s territory provided they have a 
1othing to declare” sticker on their car. 
-system will be extended to citizens 
other EEC. cou 

























top ‘at the French-German frontier any- 
ay, to pick up their stickers. 


_omies of scale. In addition, frontier fo- Avignon festival 





Theatre of revenge 


FROM OUR PARIS CORRESPONDENT 


Culture, money and politics have collided 
behind the scenes at the Avignon summer 
festival, western Europe’s biggest theatri- 
cal jamboree. The crash has resulted in 
the resignation of the festival’s director. 
Mr Bernard Faivre d’Arcier, who’ has run 
the event since 1980, announced on the 
eve of the festival, which opened on July 
7th, that he would quit at the end of the 
‘year. The drama that led up to this has as 
intriguing a plot as any of the 150 shows 
being put on this month almost every- 
where from the courtyard of the four- 
teenth-century papal palace to Avignon’s 
municipal fire stations. 

For most of the 38 years of the summer 
festival, politics and culture coexisted 
comfortably. Avignon was run by Social- 
ist mayors. The festival, founded by a 
great theatrical director, Mr Jean Villar, 
had a left-of-centre, experimental slant. 
This was often too much for the stuffier 
man in the Avignon street, but the money 
which the festival’s 140,000 visitors spent 
made up for any passing outrage. 

In March, 19835.a conservative munici- 
pal council was elected in Avignon to 
replace the Socialists, part of a broad 
move to the right in left-wing bastions in 
southern France. However, fears that the 
new mayor, Mr Jean-Pierre Roux of the 
neo-Gaullist party, would take an ideo- 
logical stand against the festival proved 
unfounded. Mr Roux has maintained the 
municipal subsidy which accounts for a 









The Popes would have disapproved 









ti budget of FFr20m 
| politics, given the festi- 


-val’s importance to the town: He broad- 


ened the festival’s popular appeal with a 
concert by Avignon’s favourite daughter, 
the leather-lunged pop singer Miss Mir- 
eille Mathieu. He also introduced a politi- 
cally: sympathetic voice by getting Mr 
Michel Guy, minister of culture under 
President Giscard d’Estaing, appointed 
as one of the festival’s three vice- 
presidents. 

Mr Roux’s warm embrace of the festi- 
val disconcerted his political opponents. 
Left-wing parties still control the regional 
council- for: the Provence-Céte-d’ Azur 
area of south-eastern France. They have 
no wish to help opposition mayors like Mr 
Roux in the run-up to cantonal elections 
next year and the parliamentary election 
in 1986; they are also short of money. 

The festival’s organisers were counting 
on a substantial rise in their grant from 
the regional council, to help make up for 
a sharp cut in payments from the state 
radio station, France Culture, which is 
also under financial pressure. Mr Bernard 
Faivre d’Arcier, the festival’s director, is 
said to have expected the regional grant 
to double. But the regional council decid- 
ed to keep its subsidy to its previous level 
of FFr700,000 ($81,000), 11% of what the 
town council contributes. 

The conservatives running Avignon are 
delighted that the left is seen to be playing 
politics with the festival. But Mr Faivre 
d’Arcier was fed up with being caught in 
the middle of this scrap. He resigned 
despite having asked for, and been grant- 
ed at the beginning of this year, a new 
two-year term of ome 
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The bank that animates 
Italy's most progressive region 
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A selection of Pirelli cables against the backdrop of the Renaissance Palace in the company’s grounds 


Pirelli is famous all over the world for tyres, 
cables —and calendars. 

It is famous in Milan for ‘La Bicocca’ the 
Renaissance Palace at the heart of their great 
industria! complex in Lombardy. 

At this site Pirelli manufacture cables of every 
conceivable variety, from oil-filled cable capable 
of carrying 130,000 volts to the most recently 
developed optical fibre cable which permits sound 
to be transmitted as light. 

All these products are in worldwide demand. 
Indeed 46% of Pirelli’s cable production is exported. 

Pirelli is one of the hundreds of thousands of 
businesses large and 
small that make 
Lombardy, this most 
diligent of Italy's 


GARIPLO 


CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE 


regions, its most prosperous, accounting for one 
third of the country’s industrial output. 

Permeating the region with financial support 
is Cariplo, the bank that numbers most of these 
dynamic businesses as customers — including Pirelli. 

Cariplo’ experience with these outward- 
looking export orientated companies means that 
we are ideal partners for business interested in 
international as well as Italian operations. 

We have a full service branch in London and 
representative offices in Brussels, Frankfurt, Hong 
Kong, New York and Paris. 

Please get in touch with your nearest branch 
or contact us at our 
Head Office, 

Via Monte di Pieta 8, 
20121 Milan. 


Encouraging enterprise internationally 








Radicals in spite of themselves 


Britain's securities industry is being radically reshaped, a little 
behind America’s, a little ahead of Japan's. At stake is whether 
British financial houses, mostly tiny by world standards, will be 
competing worldwide in 10 years’ time; whether London will 
remain one of the world’s top three financial centres; and—just 
possibly—whether the vanishing British private investor can be 
lured back into the marketplace. Is the current spate of often 
untidy alliances the inevitable and desirable transition to a new 
era of financial glory for the City of London? Or a lemming-like 
rush over the cliff? Merril Stevenson reports. 


Revolution is not a word one associates 
with the City of London, centre of Brit- 
ain’s financial affairs and much of the 
world’s besides. Liveried doormen greet 
‘he moneymen dropping by the Bank of 
England for the governor's nod and wink. 
Business worth over £1 billion is often 
ransacted in a day on London's stock 
xchange, secured by word of mouth or a 
vareless scrawl. Professional women are 
itill scarcer in the Square Mile than at a 
Texas oil jamboree. Yet the upheaval 
which is buffeting the City, as a mass of 
1ew alliances breaks down old notions of 
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who does what with whose money, makes 
the transformation of America’s financial 
sector appear a leisurely affair. Britain's 
financiers have been thrust on to the 
barricades in a revolution which few 
wanted and fewer understand. 

Change was inevitable, and is mostly 
for the better. Though London has for 
centuries been one of the world’s great 
founts of finance, the club rules by which 
the City runs itself have kept the domestic 
securities market parochial and made 
most of its players progressively less com- 
petitive outside it. Three forces have 
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spurred change. 

The first has been the internationalisa- 
tion of the world’s capital markets and 
investment flows, partly pent upin Britain 
by exchange controls until their removal in 
1979, The second is new technology, which 
has helped bind the major markets in a web 
of 24-hour trading, with London at its 
centre, and has increased the speed and 
complexity of deals. The third, tied to the 
first two, is the rise of foreign competi- 
tors—stronger, better capitalised and of- 
fering more diverse financial products, 
multinational securities houses serving 
multinational corporations. 

Politicians and officials have nudged 
along market pressures for change. They 
are concerned lest the City, splendid 
foreign exchange earner that it proved 
through the years of Britain’s industrial 
decline, is losing its grip, not just in world 
markets but even in its own. 

Is it? Employment in financial services 
(the City plus its hinterland) has grown by 
more than 20% over the decade during 
which the sector’s net export earnings 
have increased, in real terms, by almost 
60% (see chart 1). Despite the growth of 
other financial centres, London has hung 








on to about-a, qu: arter of international - 
bank. lending and: rather more of the 
< Eurobond market. London. is still the 
- world’s leader in insurance and reinsur- 
ance, shipping contracts and many kinds 
of trading in commodities. Its stock ex- 
change is the world’s fourth largest by 










electronic over-the-counter system, Nas- 
~daq), and almost as big as the rest of 
_ Europe’s combined (see chart 2). Though 
an increasing share of City business is 
being done by foreign firms, it is only in 
- the securities industry that Britain’s home 
team looks seriously outclassed. So it is 
the stockbrokers. and stockjobbers, plus 
the merchant bankers, who are at the 
- centre of a broader revolution in financial 
services today. 3 

The opening shots took the form of a 
genteel handshake almost exactly a year 
ago when Mr Cecil Parkinson, then the 
trade and industry secretary, and Sir 
». Nicholas Goodison,. chairman of the 

< stock exchange, struck a deal that was to 
open the sheltered stock exchange to an 
assault from outside competitors. 
“o Sir Nicholas agreed to have a bash at 
self-reform, of which the most important 
elements were: dropping fixed minimum 
ons by the end of 1986; putting 
lay members: on th e council of the stock 
exchange, « gup a lay body to 
hear membership appeals. Mr Parkinson 
agreed in return to exempt the stock 
exchange from restrictive trade practices 
Jegislation which had trapped itin an 
‘acrimonious four-year wrangle with the 
.government’s competition watchdog, the 
-Office of Fair Trading. 
By the time, four months later, that 
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rank-and-file members. of the stock ex- 


change gave their necessary approval to 


»the agreement, City lights had mostly 
concluded that these seemingly small 
changes heralded a brave new era of 
integrated securities houses. An end to 
fixed commissiöns meant that Britain's 
unique preservation of “single capaci- 
ty’’-—-separating agents who place orders 
(stockbrokers) from principals who hold 
stock and make markets (jobbers)}—was 
doomed, it was thought, and so was the 
merchant banks’ stranglehold on corpo- 
rate finance. A more open door at the 
stock exchange meant that not just Amer- 
ican and Japanese but also British mer- 
chant banks and other houses could have 
a shot for the first time at selling domestic 
securities. The whiff of grapeshot was in 
the air. 


Non-members had been allowed to buy — 


a stake of up to 29.9% in stock exchange 
firms since 1982, but only a few had done 
so. From November, 1983, a wave of 
partial purchases has swept the City like 
the Great Fire, leaving a handful of big 
firms standing in proud—or miffed—iso- 
lation. The trend intensified after the 
stock exchange council indicated last 
April that the shareholding limit would 
probably be raised to over 50%. 

The alliances have been mainly be- 
tween merchant or clearing banks and 
brokers or jobbers. But they do not stop 
there. Discount houses and money- 
brokers, unit trust groups and insurance 
brokers have all got into the act, some 
aiming at broader financial conglomer- 
ates, most at international ones. Interest- 
ed outsiders are still trying to grab the 
best of the stock exchange firms left and 
willing. “We're already running hard”, 
said one, “and we're nowhere near the 
starting line”. 

The finishing line is in even dimmer 
perspective. Is the aim of these alliances 
to create an integrated wholesale securi- 
ties house—that is, one which could un- 
derwrite, déal and make markets in secu- 
rities like America’s Salomon Brothers, 


+ Foreign eranen tending toresidents andali tending an aaien tEnd September 


with a touch of investment Management 
on the side? Or is it to become. a. fully 
fledged financial supermarket, like Mer- 
rill Lynch, doing all that-plus retail bro- 
kerage, realestate and a bit of banking 

Or to do most of those 
functions plus full-blown deposit-taking 
and commercial lending, like West Ger- 
many’s. Deutsche Bank? 

Government and banking officials want 

to field an Equipe GB, a handful of 
consolidated world-class players capable, 
if not of seeing off a Salomon Brothers, at 
least of playing on the same field. Can 
Britain’s relatively deft but over- la- 
cent cricket players be transforme 
bruising American footballers? Not all, 
or even most, of them-—but the following 
would help: 
@ More capital to cover ‘the cost of 
underwriting, block trading in securities 
and expanding abroad.: “We are smart 
but poor”, says one possibly optimistic 
banking official. How poor? Financial 
comparisons are hard: British merchant 
banks and most, stockbrokers.and stock- 
jobbers are unhealthily secretive about 
their true earnings. But the market capi- 
talisation: of Britain's six biggest quoted 
accepting houses (the cream of the mer- 
chant banks), at around £1 billion, is 
about a quarter of American Express’s 
(owner of the securities houses Shearson/ 
Amex and Lehman Brothers Kuhn Loeb, 
now merged) and a third as big as Japan’s 
Nomura Securities. The profits (after no- 
tional salaries) of the entire stock ex- 
change membership in 1983, a boom 
year, are estimated at less than Salomon 
Brothers’ $463m. 

The importance of huge amounts of 
capital can be exaggerated. And capital 
can always be-found: America’s invest- 
ment banks started their meteoric rise in 
the early’ 1970s, many of them with less 

























. than their British equivalents had at the 


time.-Some-of the new alliances already 
established in Britain could create heavy- 
weights: the market capitalisation of Bar- 
clays Bank, the jobber Wedd Durlacher 
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fordaunt and the broker de Zoete & 
evan, for example, tips the scale, fully 
\erged, at over £1.6 billion. 

) Good management—a rarer commod- 
y—to spot the acquisitions, target prod- 
cts and markets, invest in new technol- 
gy and weld it all into a winning whole. 
[t’s not just the money, it’s having the 
hip to use capital well and to get people 
» use it well”, says Mr John Gunn, chief 
ecutive of Exco International, the mon- 
ybroking conglomerate. It is harder, all 
lings considered, to run a company 
iade up of bought bits and pieces, as 
ritain’s Equipe must inevitably be, than 
ne which has grown organically. Harder 

ill if the individuals being merged have 
idically different skills and backgrounds, 
; in these alliances of fee- and interest- 
ikers (stockbrokers and most bankers) 
ad risk-takers (dealers, market-makers). 
) The ability to handle risk—rarest and 
tguably the most important ingredient— 
) get the most out of a liberalised securi- 
es business. “The American threat is not 
ist their capital but their risk-taking 
ppetite”, says Mr Staffan Gadd, the 
airman of Samuel Montagu, the mer- 
yant bank of which Midland Bank owns 
2%. 

America’s Glass-Steagall act, which in 
333 prohibited deposit-taking banks 
om underwriting and sponsoring securi- 
es issues, separated the sheep from the 
Jats. Investment bankers became risk- 
ikers by definition, though firms vary in 
ow much they take and how they lay it 
ff. In Britain, merchant banks remained 
ssentially bankers, and bankers hate 
sk. An American securities house is 
sking its own money (sometimes its 
artners’) when it underwrites an issue, 
zain when it keeps stock on its books for 
ivestment and again when it trades it. 

Britain’s fragmented and undercapita- 
sed financial firms have not developed 
lis systematic appetite. A British stock- 
roker is purely an agent in listed British 
cocks and bonds. Single capacity meant 
lat stockbrokers had no need for capi- 
il—so partners have consistently extract- 
d their earnings. A jobber puts his own 
1oney on the line, but his risk is cush- 
med. First, he knows what is happening 
1 the market because brokers have to tell 
im or his handful of serious competitors 
bout all their deals. Second, if he gets it 
‘rong anyway, designated moneybrokers 
‘and ready to lend him stock or money to 
alance his book. 

Small capital bases have kept merchant 
ankers cautious. They assume short- 
‘rm risks in the currency and bullion 
iarkets and a few have made their mark 
1 the competitive and unregulated Euro- 
ond market. But most rely on stockbro- 
ers to distribute and on institutions (such 
s insurance companies and pension 
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funds) to sub-underwrite new issues, and 
hang on only to enough securities to meet 
the investment needs of the funds which 
they manage. The biggest risk they run is 
that of a dud loan to a blue-chip company 
or delayed repayment of trade or project 
financing. 

“The entire securities industry here is 
pervaded by the agent mentality,” says 
one American established in London. 
“Dealing as principals—which is the only 
way to make any money—is going to be a 
tremendous shock.” 


Risk not, reap not 


Have the British become too risk-averse 
to make a dent on world securities mar- 
kets, even when they have money and 
managers aplenty? It seems absurd. Your 
average Englishman is a sporting chap. If 
there are North Poles to be walked to 
solo, he does it. There are more micro- 
light aircraft and similar death-dealing 
contraptions per head in Britain than 
anywhere else. And probably more bet- 
ting shops; the British are not afraid of a 
flutter. But when it comes to investing 
money they are super-cautious, conscious, 
perhaps, of decades of falling returns from 
industry as richer nations are not. 
This may change. British financiers, 
after all, were assessing risks when Amer- 
icans were sitting down to their first 
Thanksgiving. Insurance, of which the 
City is still the world’s centre, is about 
nothing if not risk, however spread and 
hedged. It could be argued that the in- 
vestment business itself is becoming less 
speculative, as the proliferation of futures 
contracts and traded options makes it 
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Enterprise Street? 
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possible to minimise risk at a small premi- 
um: the rapid growth of Chicago’s futures 
markets may have more to do with Amer- 
ican houses’ positions than any entrepre- 
neurial attraction to risk. But for the 
moment, the high prices which banks are 
willing to pay for jobbing firms, especial- 
ly, in Britain, are proof that market- 
making and risk-taking are perceived to 
be in painfully short supply. 

Building competitive British securities 
houses can work and probably will work. 

hould the effort be welcomed whole- 

eartedly, if a lot more risk-taking by 
relative novices is the price? Financiers 
are fad-prone, not always for the better. 
The banks’ rush to buy consumer finance 
houses in the late 1950s took years to pay 
off; their enthusiasm for property lending 
in the early 1970s was disastrous. The 
recent panic at Continental Illinois has 
brusquely reminded Americans and oth- 
ers that financial systems are fragile, 
highly geared and acutely sensitive to loss 
of confidence. Politicians and officials 
may push to change them only with 
prudence, as Britain’s learned—or should 
have—when regulatory tinkering helped 
precipitate the secondary banking crisis 
of 1973-75. Reorganising a financial sys- 
tem is a far more delicate task than trying 
to tidy up, for example, the motor indus- 
try or deregulate the airlines. 

In recent weeks, a number of interested 
parties—smaller brokers, investment in- 
stitutions, professional associations— 
have conspicuously walked away from the 
cheerleaders of financial liberalisation. 
Some fear that doing away with reliance 
on single capacity will ruin the market for 
the shares of small and medium-sized 
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companies. Many fear that investors will 
get a raw deal through increased conflicts 
of interest which new combinations of 
financial services will cause. And many 
fear that too complete a blurring of func- 
tional distinctions could weaken the fab- 
ric of the financial system as a whole, by 
making it harder for the authorities to 
maintain prudential supervision and easi- 
er for failure in one sector to cross-infect 
another. The strains could begin to show, 
these critics believe, when the current 
bull market comes to an end—as, per- 
haps, it has begun to do. 


Standing pat 


When parochialism wasn't enough 


“We as an industry missed the boat in 
1973,” says Mr Winfried Bischoff, chair- 
man of the merchant bank J. Henry 
Schroder Wagg, part of Schroders PLC. 
The boat was the chance to buy into 
American investment banks at the start of 
their great expansion, when they were 
looking for capital. Buying into America 
today is a more expensive proposition. 
Some of the boats may not have been 
seaworthy: S. G. Warburg, for instance, 
failed to make its link work with the Wall 
Street firm A. G. Becker. But if boats 
were indeed missed in the early 1970s, it 
is easy to see why. Most of Britain’s big 
merchant banks already had some ties in 
America and elsewhere; several, includ- 
ing Morgan Grenfell, were cultivating 
them. Exchange controls made it difficult 
to contemplate new foreign purchases. 
Business was coming to London anyway: 





pr nll Ii s 
S Era . 


Classy Morgan Grenfell .. . 


Politicians, civil servants and banking 
officials are well aware of these problems. 
Efforts to cope, though, are trotting be- 
hind market-driven changes in the finan- 
cial system itself. To understand how it is 
that, according to many in government and 
in the City, “it all went so much faster than 
we thought it would”, one must go back a 
decade to London’s secondary banking 
crisis, the stockmarket slump, and the 
events which in various ways insulated the 
City from developments in America, in 
particular, and which eventually created an 
irresistible force for change. 


on top of traditional trade finance for 
Commonwealth countries, Opec oil reve- 
nues and Japan’s growing trade surpluses 
joined the pool of Eurocurrencies (mostly 
dollars), which rose from $110 billion in 
1970 to around $949 billion in 1978 to 
over $2.2 trillion today. London was its 
undisputed centre. 

There was another, bigger reason for 
the merchant bankers’ failure to think 
globally. They were busy enough coping 
with a banking crisis at home, which had 
been triggered by a collapse in commer- 
cial property prices at the end of 1973. 
This broke a number of “secondary” 
banks which had been speculating in 
property. It hobbled accepting houses 
(merchant banks which “accept’’—that 
is, guarantee—commercial bills) and a 
clearing bank too. A collapse in share 
prices at the end of 1974 to their lowest 
point since the second world war deep- 
ened the gloom. The crisis made banks 
less willing to be adventurous. Contribu- 
tions to the “lifeboat” which the Bank of 
England sent out to rescue survivors, plus 
the inroads of annual inflation touching 
25% in 1975 on their capital, made them 
less capable of it. 

Though inflation eased after an IMF 
agreement in 1976, Britain’s continuing 
industrial decline gave little grounds to 
hope that the country would survive as 
anything more than a grimy has-been with 
odd areas of competence like North Sea 
oil and, indeed, financial services. Mer- 
chant banks could logically have reacted 
to this by expanding in the market in 
Eurobonds (securities issued in several 
markets outside the borrower’s own to 
tap the Eurocurrency pool). British cor- 
porations, forced by exchange controls to 
raise money for foreign investment off- 
shore, could have been interested in bor- 
rowing money that way. Britain's invest- 
ing institutions, however, forced to pay a 
premium for “investment dollars”, were 
not keen on buying foreign fixed-income 


securities. After a few cold showers, most 
British banks stopped trying to lead- 
manage Eurobond issues, leaving S. G. 
Warburg the lone British bank of any size 
in the primary market among continental, 
American and Japanese houses. 

This opting-out had several conse- 
quences. First, British banks missed the 
chance, denied them by the peculiarities 
of their domestic market, to acquire cer- 
tain skills and technology. The growth 
during the 1970s of the $200 billion Euro- 
bond market, which dwarfed Britain’s 
domestic bond market, foreshadowed the 
way debt and equities are now coming to 
be bought and sold worldwide. Partici- 
pants may act in as many “capacities” as 
they choose; though the bonds are listed 
on stock exchanges, it is a telephone-and- 
telex market; it is risky and competitive; 
it is international; and size counts. Here 
lay the growing strength of American 
investment houses, in particular, made 
even stronger and more outward-looking 
by financial deregulation in the United 
States. 

A second consequence of opting out 
was that it gave foreign banks a crack at 
Britain’s domestic market. The number 
of foreign banks in London doubled in 
the seven years to 1973, according to The 
Banker, and another 100 had shown up 
by 1979, raising the total to 330. They 
came to help American businesses into 
the Euromarket, stayed to chat up British 
corporations and wooed investing institu- 
tions too. By 1978, overseas banks were 
responsible for 15% of sterling loans and 
60% of foreign currency loans to British 
residents; by 1984, the figures had risen to 
17% and 69%. Most of the £23 billion in 
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KREDIETBANK 
teinn, Dividend 


jome key figures from the balance sheet at 31 March | 
(in millions of Belgian franos) © 1984 1983 1980 i 





Capital, reserves and subordinated loans 22,510 17,272 14,826 TARO. 
Working funds 670,711 597569 391,834 185929 
Credit to the ee 
* private sector : 297,053 275.942 201,519 
+ public sector x, Eem i ‘ 139; L : 

© Profit for the financial year. . ; 735 

«u Balance-sheet total . i 
Net dividend (BEF) 








Number of branches 
Useful addresses 
, Head office 

a Arenbergstraat 7E B- 1000 Brussels (Belgium) 


Branches 
; 759 branchesi in: Beldur 
: ‘Abroad 
Kredietbank New York Branch, 555 Madison Avenue, 5th floor, New York, N.Y. 10022 
preety onoelary Agency, Crocker Center Tower 1, Suite 3940, 333 S. Grand Avenue, Los Angeles 
fe a 
+ Kredietbank Grand Cayman Branch, PO. Box 694, George Town, Cayman Islands 
Kredietbank (O.B.U.) Bahrain, Salahuddin Building, PO. Box 5456, Manama, Bahrain 


Subsidiaries 
In Belgium... 
. Crédit Général S.A. de Banque, Grote Markt 5, B-1000 Brussels 


oo Aypotheek- en Spaarmaatschappi van Antwerpen, Mechelsesteenweg 176-178, B 2000 Antwerp 


Bemab N.V., Torengebouw, B-2000 Antwerp 
Ateka N-V, Torengebouw, B- 2000 Antwerp 
ae Abroad 
a ish Intercontinental Bank Ltd.. 91 Merrion Square, Dublin 2 
(IB-Finance, 91 Merrion Square, Dublin 2 
Bankverein Bremen AG ,Wachtstrasse 16, Postfach 107420, D-2800 Bremen 1 
S.A. Gestion KB Income Fund, 37 rue Notre- Darne, Luxembourg 
S.A. Gestion KB Capital Fund, 37 rue Notre-Dame. Luxembourg 
Eurinvest, 37: rue Notre- Dame, Luxembourg . 
KB Internationale. Financi leringsmaatschappi, Eduard van Beinumstraat 2, 1077 XT Ams sterdam 


) xembourgeoi se,43 Adulevard Royál, Luxembourgi 
: Kredietbank (Suisse S.A: cf Boul levard Georges: Favon, oe 1211 Geneva 1} 


j tri 
Mexico, Japan, Brazil, ran; ATA 


ee _ Hong Kong, Spain and Great Britain 


Member of the Inter-Alpha Group of Banks Deni a a e Gols 
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Banco di Sicilia can help you enlarge 
your business presence in Italy and abroad 
through its International Banking and Marketing 
Services. | i 


Call us. We can assist you throughout 
Italy with 318 Branches and worldwide in 
Frankfurt/M, London (Licensed Deposit-Takerl, 
Los Angeles (Foreign Branch), New. York, 
Brussels, Budapest, Chicago, Munich, Paris, 
Singapore, Zurich. - 


-London Branch/ Licensed Deposit- Taker 


-99 Bishopsgate, London EC-2P- 
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Mercury $ Securities (S. G. Warburg) 


Schroders. i 
American financial houses 
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portfolio. investment which went abroad 
after 1979. was to go through non-British 


intermediaries, including 95%. of the for- 


eign investment of Britain’s 20 biggest 
pension funds. 

Several merchant banks now regret, as 
they attempt to bash their way in, their 
earlier lack of commitment to the Euro- 
bond market. But there was a comfort- 
able enough living to be made in lending, 
advising and handling new issues at 
home, as well as in the growing businéss 
of managing pension funds’ money. And 
competition among domestic financial in- 
termediaries hotted up. The boundaries 
between clearing banks and merchant 
banks, never very clear, blurred further. 
The clearing banks. were encroaching on 
corporate finance, building up or acquir- 
ing merchant banking subsidiaries. Later 
the clearing banks’ own turf was invaded 
by the building societies, which lured 
depositors away with better interest rates 
and services. The clearers in their turn 
invaded mortgage lending. 

The end of exchange controls in 1979 
removed the artificial barrier between 
international and domestic capital mar- 
kets and highlighted some of the mer- 
chant banks’ weaknesses in both areas. 
They found their corporate clients had 
become better versed in international 
finance, forced to learn by the increased 
volatility of exchange rates and securities 
markets, They looked for ways to build 
up a foreign présence in a hurry. When 
National Westminster’s merchant bank- 






Table 2: Who advises whom 

Banks and their corporate finance clients 
Banks No of companies 

end-1983 end-1980 

Hill Samuel. 100 117 
S. G. Warburg 100 100 

N. M. Rothschild 86 54 
Morgan Grenfell 85 64 


son 


Kleinwort- Ben 
roders 
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ing subsidiary, County Bank, began look- 
“fbn ing to develop abroad, “I found that our 
main competitors were not, emphatically 
not, UK-owned—with one major excep- 
foreign-owned”, says Mr 
Charles Villiers, its chief executive. Many 
banks began to give greater emphasis to 
the primary market in Eurobonds: Samu- 


< el Montagu started to move up the lead- 


manager league table behind Warburg, 
while Morgan Grenfell and Kleinwort 
Benson found a. niche in bulldog issues 
(that is, sterling bonds issued in Britain by 
foreign borrowers). Others hunted acqui- 
sitions, mainly in America. 

The other great weakness was domes- 
tic: the merchant. banks’ inability to dis- 
tribute new issues at home. American 
investment banks owed their internation- 
al success in large part. to their pre- 
eminence in their huge home market, in 
which they could underwrite, invest and 
deal. in stocks and bonds. The British 
market was less huge and booming and ‘it 
was divided into three little cartels, each 
of which had a chunk of the securities 
business. Merchant banks by custom orig- 
inated almost all the new issues (though a 
few smaller companies went straight to 
stockbrokers and generally got a better 
price). Stockbrokers lined up the sub- 
underwriters (mostly non-banking institu- 
tions), sold the issue and acted as agents 
on existing stocks. Jobbers did all the 
wholesaling. The stock exchange’s right 
to exempt member jobbers from the 2% 
stamp duty (halved. in the March, 1984, 
budget) kept business on the exchange 
and strangers off the grass. 

These restraints became a bigger and 
bigger handicap as competition in securi- 
ties grew more international. Something 
had to give—and’that something was, at 
last, the stock exchange, for years the 
bowler-hatted bastion of the status quo. 


Throgmorton Street 
Blues 


The old adage that cartels start by work- 
ing against the public interest and end by 
working against their own took a while to 
come true on the London (since 1973 the 
United Kingdom) Stock Exchange. Its 
system of single capacity was designed to 
ensure—-at the price of fixed minimum 
commissions—that brokers were seeking 
the best deal for their clients. It guaran- 
teed for years a relatively liquid market— 
again at a price, namely that artificially 
high transaction costs on dealings in gilt- 
edged government. securities and blue- 
chip stocks subsidised trading in less ac- 
tive shares. Its regulations and 
compensation fund for clients of member 
firms which went bust prevented major 
scandals—a difficult task during the tur- 


bulent mid-1970s. The cartel did wor! 
the public interest much of the time. 

It certainly worked in the short-term 
interests of its members, who were: 
tected from competition both from 
eigners and from other parts of the securi- 
ties industry. There is ‘little grinding 
poverty in Throgmorton Street, home of 
the stock exchange: stockbrokers’ earn- 
ings notoriously top all but the. loftiest 
merchant bankers’. But in the longer 
term, the'cartel let both the public and its 
members down by failing to adjust 
fundamental shift in investment patt 
which signalled its own transformation 
from a retail to a wholesale market. 

The thoroughness with which the 
sion funds and life insurance comp: 
have elbowed the private investor o! 
the market over the past 20 yea 
Britain is a dramatic story. Individ 
direct holdings of British equities 
from 58.7% of the total in-1963 to 28 
in 1981. The stockbroking firm Philli 
Drew reckons that, by 1983; their, sha’ 
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Sources: London Stack Exchange: Phillips & Brew 


may have fallen to 25% (see chart 3). 
Private investors were net sellers of 
stocks; pension funds quadrupled their 
share to 29% over the same period, while 
insurance companies more than doubli 
theirs to 22%. The figures slightly over- 
state the private investor’s decline t 
cause they do not include compa 
traded on the unlisted. securities ma: 
(USM), still less over-the-counter. (O 
trading where individuals predominat 
Still the. switch into institutional saving 
{building society balances rose too) h 
been awesome. 

The assets of pension funds and 
assurance companies, the main inv 
institutions, piled up from £32 billion 
1973 to an estimated £200 billion in 1983 
‘Net acquisitions reached an annual rate of 
£7 billion each for pension funds anc 
insurance companies in 1983. Even 
the removal of exchange controls allo 
them to roam abroad, they still boug 
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i Sources: O60: Phillips & Drew 


half of all. the British eqjuilies traded in 
1983 and over half the gilt-edged stocks. 
Other investment pools—unit trusts 
pen-ended funds like America’s mutual 
nds) and investment trust companies 
d-end. funds), which had suffered 
g the 1970s—bought too. < 

‘he reasons for the change are not hard 
Direct shareowning tends- to be a 
the relatively rich, and wealth 
as slowly become more evenly distribut- 
“since the second world war, Occupa- 
tional pension schemes, mostly fully 
funded, were spreading in the 1960s and 
1970s, and their payouts becoming more 
generous. While inflation outpaced most 


ade it more worthwhile to save through 
contractual. schemes. Many big brokers, 
especially in London, grew less interested 


set values (see chart 5), tax breaks . 





and stashed the r cash 
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in small private investor accounts, and 
small private investors grew less able to 
afford them. Aunt Martha’s portfolio was 
liquidated to buy first a house, then. life 
insurance. 

Within 20 years, Walter Bagehot’s Man 
on the Clapham Omnibus has largely 
given way to the Man from the Pru. Yet 
the structure of the stock exchange itself 
has changed hardly at all. 

Admittedly, there are fewer firms 
now—down from 284 broking firms and 
69 jobbing firms in 1963 to 204 brokers 
and 17 jobbers today, despite the unifica- 
tion of the provincial stock exchanges in 
1973 which added close to 200 country 
firms, mostly brokers. But most firms are 
still partnerships: only 13 are organised as 
limited liability companies and only 15 as 
unlimited ones. The tax laws, until this 
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year, made partnerships far more profit- 
able.. 

All principal members; including com- 
pany managing directors, have unlimited 
liability for the debts of their firms and a - 
contingent liability, through the. stock 
exchange’s. compensation fund, for the 
debts. of other, firms. An outsider may 
hold only 29.9% (raised only in 1982 from 
10%) of any broking or jobbing firm, and 
if he does he may only own 5% of another 
member. firm offering the opposite ser- 
vices. These rules, plus single capacity, 
have kept even the public companies 
small. 

The stock exchange has not, of course, 
stood completely still. It lowered commis- 
sions in: 1972 and successfully headed off 
competition from an electronic share- 
matching ‘system. set up by. merchant 
banks and institutions; it centralised the 
regional. exchanges in 1973; introduced 
traded options in-1978 and the USM. in 
1980; set up-in 1979 a computerised 
central settlement scheme for most secu> 
rities; and improved its share-price infor- 
mation-system from 1980. 

Three important markets grew up out- 
side, however. Eurobonds, though listed 
on the exchange, are almost never traded 
there, Shares in mostly small companies’ 
worth over £400m:are now traded over 
the counter by loosely-supervised li- 
censed dealers and members of the Na- 
tional Association of Securities Dealers 
and Investment Managers (Nasdim), a 
new trade association. And the London 
International Financial Futures Exchange 
(Liffe), started in 1982, has rapidly built 
up trading to an average in May, DM, of 
over 13 00 contracts aday. =. 
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Our firm commitment to modern banking technology, 
_ round the clock presence in financial centres across the 
world and long standing action serving institutional clients 
at home and abroad are now well on the way to make us __ 
he right bank in the right place” for the large rporation, 
expecting more than average efficiency and absolute loyalty 
ers. To the director, the treasurer, the finance __ 
ve have a lot to offer: A head office in the _ 
the European Economic Community; full 
w York, Singapore, Milan, Madrid, London; 
m es in France and Switzerland; representative 
-offices in Japan, Australia, Mexico mammam m 
-and Brazil; associated banks and 
_ financial companies in and outside 
_ Europe; a significative presence in 
Africa; an easy access to the 
international money and capital _ 





markets. And, last but not least,a 
young and enthusiastic staff and | 
confirmed expertise in the main - 
fields of commercial and 
© ø investment banking. 
y wariy gy YK: eee : 


Jacques Thierry 
President 
















DE) 
Banque Bruxelles Lambert BBL Bank Brussel Lambert 


HEAD OFFICE 
Avenue Marnix 24, B -1050 Brussels, tel. (32-2) 517 2111, thx 21421/21742/26392/63965 


BRANCHES 
Banque Bruxelles Lambert S.A. London Branch 
St Helen’s - 1 Undershaft, GB - London EC3P 3 EY, tel. (44-1) 283 33 61, tlx 884979 
Banque Bruxelles Lambert S.A, Sucursal en 
Paseo de la Castellana 15, E - Madrid 1, tel (34-1) 435 42 21, tlx 49548 
Banque Bruxelles Lambert S.A. Sede di Milano 
Piazza Castello.28,1-20121 Milano, tel (39-2) 8546, tx 335 364/335365 
BBL Bank Brussels Lambert New York Branch 
630 Fifth Avenue, New York, N.Y. 10111 - 0020, tel (1-212) 489-7000, tlx 6801150 
Banque Bruxelles Lambert S.A. Singapore Branch 
15-00 PIL Building, 140 Cecil Street, Singapore 0106, tel. (65) 2239781, tix 20294 














8 in touch 
Board consignment 
all the way. 


Communications have taken great leaps forward with the advent of satellites. One of 
these, the International Maritime Satellite ( INMARSAT) is proving invaluable to shipping com- 
panies like NYK. Today, NYK has more than 40 ships in its extensive fleet equipped with 
INMARSAT receivers/transmitters. Communications, especially in areas where conventional 
radio signals were ineffective, have increased safety and service efficiency enormously. The 
INMARSAT communications system is only one example of NYK’'s continuing efforts to 
upgrade its transportation services. Others include our intermodal transport service and the 
diversity of vessels available. They re all part of the friendly, efficient service that NYK users 
have come to expect over the past 99 years. 














Investing in future security 


Personal sector financial assets 
“o!Holdings at December 31st 
eo ATO: `. 1982: 

-E255 b £2900 bn 
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Real’ % change in value, 1972-82 


60 % Ad 20 ~ 0 + 20 % 40 
f “e PEES i oer 





Pension funds and life assurance... 
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A few stock exchange members traded 
actively in Eurobonds. More joined Liffe. 
They all developed in other ways, too. 
The bigger firms began to. wire up their 
dealing rooms; some got into providing 
financial data systems, others sophisticat- 
ed. computerised evaluation services. 
Many expanded abroad: they have 40 
overseas Offices today. 

But on the whole the club remained the 
club. “Where the stock exchange was 
wrong during the last. decade was; in 
putting barriers round the industry, barri- 
ers against new capital and partners. It 
was treating itself like a privileged: old 
boys’ club,” says one jobber, who be- 
lieves his own firm suffered from it. 

Jobbers reacted most as the growth of 
investment institutions, plus inflation, put 
pressure on a market structured for small 
deals between individuals. The average 
size of bargains rose. Since big fund- 
managers tend to be like-minded, it be- 
came harder to make continuous. mar- 
kets, to find willing buyers and sellers in 
bulk. Jobbers were forced to carry bigger 
inventories than before. Despite help 
from moneybrokers.and the taxman, they 
kept on folding and merging. Their num- 
ber has dropped from 24 firms in 1974 to 
17 today. 

And, as their number fell, the market- 


Table 3: Splitting the business 


British brokers’ market shares (of institutional brokerage commissions) 
fe % 


+ Adjusted by retail price index 


é 


making process began to seize up. With 


only five jobbers doing 90% of the busi- 
ness, the system became less competitive. 
About 60 British and Irish shares have 
only one registered market-maker; many 
more have only one active jobber. “Put- 
throughs” (deals in. which the broker 
matches buyer and seller, and for form’s 
sake puts the transaction through the 


jobber, giving him a small “turn’’) rose 


from about 10% of turnover in 1979 to 
perhaps 15% now. Other matched trans- 
actions—some say an increasing num- 
ber-—-never make it to the market at all. 

Problems were highlighted in the gilt- 
edged government bond market. This is 
by far the biggest part of stock exchange 
business and it got bigger during the 1970s 
as government debt rose and corporate 
bond issues dwindled to nothing (see 
chart 7). Deals are bigger in gilt-edged 
stocks than equities: £246,000 on average 
in long-dated government bonds in May, 
1984, compared to £14,000 in equities. 
And just two jobbing firms—Akroyd & 
Smithers and Wedd Durlacher—do over 
75% of the business, 

Pressure for changing the stock ex- 
change came from several quarters. The 
treasury wondered whether more compe- 
tition in the gilt-edged markets would cut 
the government’s borrowing costs. Occa- 


UK equities Yo Gilt-edged Overall % 
i (incl. foreign equities) 
Hoare Govett 6 — Grieveson Grant 10 Hoare Govett 7 
Wood Mackenzie 5  W. Greenwell 10  Grieveson Grant 6 
Scrimgeour Kemp-Gee 5 Mullens 10 James Capel 5 
James Capel 5 Hoare Govett 9° Phillips & Drew 5 
Cazenove 5 Phillips & Drew 8  ScrimgeourKemp-Gee 5 
Grieveson Grant 4 L. Messel 6 W. Greenwell 5 
Phillips & Drew 4 de Zoete & Bevan 6 | Wood Mackenzie 5 
de Zoete & Bevan 4  Pember & Boyle 6 Rowe & Pitman 4 
Rowe & Pitman 4  ScrimgeourKemp-Gee 5 |. Cazenove 4 
L-Messel 3 James Capel 4 4 
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sional “funding pauses”: : 
when-investors refused to buy gilt-ed 
stock and made life difficult for the B 
of England—inclined the Bank’s offi 
to listen to bigger financial house : 
foreign and British, who claimed 
they could improve the market in gov: 
_ Ment securities. Institutions which. 
got used to dealing with non-British inte 
mediariées on overseas investment becar 
increasingly unhappy: abou 
























denied membership of the ste 
change, they were fed up with Brit 
brokers’ high commissions and Lond 
high transaction costs. 

So they hijacked British blue’ c 
Beneficial: ownership in the. share 
companies like BP and ICI began t 
traded actively in the guise of America 
Depository Receipts (ADRs) and els 
where, though with less success, as 











Top-of-the-league Cazenove 


Table 4: The big boys 


Quoted companies’ main stockbrokers: 


firm no of companies: 
end-1983.. end-1980 

Cazenove 255 254. 

Rowe & Pitman 

Hoare Govett 


Grieveson Grant 
Laing & Cruickshank 
de Zoete & Bevan 
L. Messel 

W. Greenwell 
Capel-Cure Myers 
Panmure Gordon 













“atiomennnioacentnactninieenent 
Source: Crawford's Directory of City Connections... 


stockmarket responds... companies 
3. New issues `- -Source of funds 
(industrial and comercial companies} 
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_ pean. or International Depository Re- 
ceipts. Glaxo was the third best-selling 
are on America’s Nasdaq last year. At 
ast’ one American bank talked of 
junching an ADR for gilt-edged stocks. 
rom April 9, 1984, the stock exchange 
member firms fight back by forming 
nternational dealerships” (IDs) to ne- 
ate commissions on dealings in for- 
ign shares. British equities in ADR form 
cept for Reuters) are: still off limits, 
i tional dealers are pushing for 














specifically fixed commis- 
ingle capacity and barriers to en- 
O the Restrictive Practices Court in 
























Ontested takeover battle in the best City 
adition. For the next four years, all 
change was frozen as the stock exchange 
dedicated itself to defending its increas- 
ingly outmoded practices. 
* But as soon as Mr Parkinson and Sir 
Nicholas Goodison struck their deal in 
July, 1983, things moved quickly. The 
stock exchange council (and most of the 
big member firms) moved from stoutly 
resisting all change to accepting, in a 
discussion.document in April, 1984, that 
fixed commissions should be freed at one 
go (gilt-edged commissions were in fact 
‘cut in-April), that mandatory single ca- 
acity had had it too and-that limits on 
utside ownership. should be raised and 


e shifted so radically, so quickly? 
e Govett, the large institutional 
+ Was one of the: very few. to 
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question the council’s resistance to dual 


capacity in the OFT case: “It’s astonish- 
ing how long it took to get across”, says 
Mr Richard Westmacott, who is senior 
partner there. “The only thing that sur- 
prises us is how quickly the transition is 
now occurring.” Not so surprising, per- 
haps: brokers, jobbers, bankers and offi- 
cials have their eyes fixed on America, 
where the abolition of fixed commissions 
on May 1, 1975, had profound effects on 
the whole securities industry. 


Wall Street Parade 


The pundits in the United States found 
these effects hard to predict. “Things we 
thought would be important turned out 
not to be,” says one survivor. “And other 
changes came out of the blue.” 

@ Commissions on institutions’ transac- 
tions dropped by three fifths to 0.36% of 
principal value by the end of 1981, ac- 
cording to the Securities and Exchange 
Commission (SEC). Commissions today 
are lower still. Commissions on private 
individuals’ transactions fell by a fifth to 
1.38% at the end of 1981. They have 
fallen further as “no frills” discount bro- 
kers, who put through transactions but 
offer no other services such as research, 
became more important. 

@ Profits in the American securities in- 
dustry collapsed in 1977 and stayed weak 
in 1978, but were no worse than they had 
been in the earlier bear market of 1973- 
74. This time around, though, fewer firms 
could wait for their upturn to record 
levels in 1983. 

@ The number of brokers on the New 
York Stock Exchange (NYSE) fell, from 
444 in 1973 to 364 in 1977 (see chart 8). 


Though they have been increasing again _ 


since then, many of the newcomers are 
“boutiques”, offering specialised ser- 
vices—research, corporate finance ad- 
vice, investment counselling. 








*inctuding Bank of England balances and tax instruments | Ordinary shares, debentures and preference shares Overseas capital issues, transfers and othercredit 


@ Big firms, not surprisingly, increased 
their market share through 1982. Concen- 
tration fell slightly in 1983 when a rise in 
trading volume boosted the earnings of 
smaller retail-orientated firms. 

@ The composition of revenues changed 
(chart 9). Commissions became less im- 
portant, especially for the big firms. Deal- 
ing profits, underwriting profits and other 
items like net interest on margin lending 
(in some years) became more important. 
@ Markets were polarised. The NYSE 
was increasingly dominated by institu- 
tions. Large block. trades—deals ‘of 
10,000 shares or more—grew from 16.6% 
of the reported total volume in 1975 to 
45.6% in 1983 and more in the first two 
months of 1984. Nasdaq, the electronic 
over-the-counter market set up by the 
National Association of Securities Deal- 
ers (Nasd) in 1971, picked up an increas- 
ing proportion of individuals’ and small 
institutional deals. Its turnover rose al- 
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AU of these Securities have been sold. This announcement appears as a matter of record ont 
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The newest bank in the City has a heritage 
spanning 379 years. . . 

Banco di Santo Spirito, a modern bank with 
old-established traditions, is pleased to announce 
the opening of its London Branch (licensed 
deposit-taker), providing a full range of services for 
all your company’s requirements on the 
international financial markets. 

“Your bank” is at ety 

21/23 lronmonger Lane, London EC2V 8EY. 
Telephone (01) 726.2651 — Telex 885205. 
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een 1978 and 1983, 

at of the NYSE only trebled. 
number of listings was up over 
eriod by three fifths in 1983, the Big 
own 2%. 















somed too. Rising share. pricés, increased 


attention from brokers who were anxious: 
yM- uR 
ons, and bigger tax breaks for invest- ` 


ike up for loss of institutions’ 


“high net aeni ai 


like Merrill Lynch's, which 


an interest-bearing. ‘charging ac- 
tied to’ the money. markets with’ 


rokerage ; and overdraft services thrown 













ei a smaller an more ala Non- 
securities firms added securities to their 
already formidable inventories of prod- 
ucts: Sears, Roebuck bought Dean Wit: 
‘ter, American Express bought Shearson 
' Loeb Rhoades’ and later Lehma Bi 

















mon Brothers. : 

“But the end of fixed buini did 
not cause all these changes: it- merely 
accelerated a transformation which had 
‘ begun’ in the 1960s, when distinctions 
began to blur within the securities indus- 
try itself. The big rise in new corporate 

issues then gave firms whose main 
strength- was in distribution (Merrill 
Lynch, Salomon Brothers and Goldman, 
Sachs) a chance to crash the big time of 
corporate finance—new issues—which 
had been dominated by the likes of Leh- 

man Brothers and Morgan Stanley. 

Rapid inflation in the late 1960s and 
1970s, along with: negotiated commissions 
and financial deregulation, then blurred 
distinctions between the securities houses 
and the rest of the world. Securities firms 
pursuing lucrative «private clients with 
money-market accounts im the late 1970s 
ran héad on into commercial banks. The 
banks fought. back and have:proved the 

-brokers’ biggest competitors. Since ‘the 
beginning of 1982, over a thousatid banks 
and: thrift. institutions have bought dis- 
count brokers or started their own ser- 
vices. Many American banks have also 
begun trading financial futures for third 
parties and acting as a safety-net in con- 
vertible bond issues, 
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‘The 1980s are o ‘ing a further twist: 
the “commoditisation” of a large area of 
corporate finance. Corporations became 
more fickle during the upheavals of the 

1970s. Corporate treasurers had been 

getting savvier anyway and less inclined 
to defer to the advice of the old-time 
bankers. This has been encouraged by the 
advent of the “bought deal”, in which a 
securities house ‘witha strong selling 
network and a lot'of capital bids for the 
privilege of buying and distributing a 
whole issue. Shelf registration, approved 
by the SEC in 1982, has pushed it all a 
step farther. This allows corporations to 
operate a do-it-yourself tap by filing new 
issue documents with the SEC and selling 
parcels of new securities at will for a time 
thereafter. Investment bankers no longer 
tell big corporations how, when and how 
much to issue, It is the corporate bosses 
who are choosing times, places—and the 
cheapest bank. 

All these pressures ‘have led to the 
formation of megafinance houses in the 
United States of varying types. Many in 
the securities industry maintain that the 
image of financial supermarkets is a cus- 


New structures, 


Everybody has to regroup. Or do they? 





“Certain events, trends, like a Greek 
tragedy will happen here”, says Mr Don 
Roth, London- based head of Merrill 
Lynch Europe. “But you can't predict 
what will happen tothe level of detail that 
you need to decide what to do.” 

Britain and America have been subject 
to some of the same pressures: inflation 
and domestic competition blurring the 
boundaries between financial firms at 


iual fund sales, merger &ecquisition teesete {annual rate tEstimate 






tomer turn-off, that it is best to prese: 
separate channels for at least som 
vices; But the essence of these:ama ga 
ations- is- the search for, dare one sa! 
synergy; the belief that the whole wi 
more than the sum of its parts 
‘Whatever the nuance, 
glomerates have 3 
recently. The se: 
plunged in the first quarter of the 
along with Wall Street (and govern 
id) prices, The collapse of Balc 
United, which sent investors in wort 
mutual funds haring back for compe 
tion to Merrill Lynch and the other W. 
Street firms Which had sold them, ‘has 















































management in some of the i 
houses, American Express’s apid. 
for diversification looks to be storin: 
problems for the future. And Phibro and 
Salomon Brothers ate no longer ‘gazing 
dreamily into each other's eyes. 

Will London, speeding into diversifica- 
tion as. the road barriers come down, have 
to learn the limits to synergy: all 
again? Is America’s experience general 
a good guide? 


new alliances 





























home, the growth of institutional saving: 
the internationalisation’ of cor 
nance and eventually of instituti 
vestment. The spate of merger 
City in the past eight months—lik 
in newly deregulating Canada:and Au: 
tralia—is much in the American mould 
But there-are differences. 

Britain’s will be a far bigger ba 
starters. American’ brokers +s 


18 SURVEY CITY OF LONDON 


changed what they charged for their ser- 
vices, and (in 1977)-let in foreign broker/ 
dealers who were seen to pose no particu- 
lar threat. By contrast, British brokers 
cand jobbers are also introducing dual 
: capacity, redesigning the way their stock 
exchange works and allowing powerful 
foreign competitors in. i 
=. America’s financial system remains 
more restricted than Britain’s, despite the 
“recent rule-bending. British banks al- 
_ ready underwrite and insurance compa- 
nies sub-underwrite: Once the stock ex- 
change opens its doors, the banks will be 
“able to do the lot. They could emerge as 
something akin to German, or continen- 
tal, “universal banks”, however unpopu- 
«lar that concept is in City circles. 
A third difference: Britain’s institution- 
al investors loom larger than America’s 
(where the institutions’ equity sharehold- 
ings have stayed at about 35% of the total 
since their rapid build-up through the 
mid-1970s). Partly for this reason and 
partly because the stock exchange regula- 
“tions for years prevented it, Britain has 
- never had a nationwide retail brokerage 
house. 
But Britain’s new securities dealing 
systems are to have more than a touch of 
the transatlantic about them. The gilt- 
-edged market is farthest along the path to 
‘change, and those changing it are being 
-besieged by suitors, from giants like Citi- 
corp and (smaller) Salomon Brothers, 
-through medium-sized Kleinwort Benson 
_and Mercantile House Holdings, down to 
Gerrard & National and Cater Allen 
(both discount houses) and most gilt- 
- edged brokers. 


Going for 
gilt-edged 
The chief interest in British gilt-edged 
_ Stocks among these houses is not just the 
, commission income—an estimated £80m 
last year, which will fall—or the volume 
of trading (£210 billion) but the fact that 
the bond market has become internation- 
val jn a way that equities have not. So far, 
foreign investors are much keener on 
‘American than British government secu- 
Tities. But demand is pushing America 
and Britain toward a more integrated 
‘two-centre market for their respective 
‘government bonds. 

Though. British gilt-edged stocks can- 
not be bought directly in America, would- 
be American investors can easily be 

quoted a price there. Two of Britain’s 
biggest jobbers have offices in New York, 
and three British firms own American 
government bond brokers or dealers. In 
London, 24 of the 37 recognised primary 
American bond dealers have set up shop, 
many during 1983. A year ago, the first of 








The Old lady is opening her doors 


five American government bond brokers 
opened his doors in London. Some 
$200m-300m in American treasury bonds 
now changes hands in London each day. 
And Liffe, London’s financial futures 
exchange, started a new “T-bond” con- 
tract in June. 

Bank of England officials want to re- 
structure the fixed-income market from 
gilt-edged stocks to Eurobonds. The first 
move will be to create a system of market- 
makers with direct access to the Bank of 
England, rather like America’s recog- 
nised primary dealers’ access to the New 
York Federal Reserve Bank. The mar- 
ket-makers could be British or foreign 
(up to a point which nobody quite likes to 
define), independent or linked with other 
firms—-provided they are separately con- 
stituted, deal with related companies at 
arm’s length and put up enough segregat- 
ed capital to back the volume of business 
they plan to do. Capital ratios will vary 
according to which lines of stock the 
market-maker wants to carry, as British 
discount houses’ do now: low-risk short- 
dated gilt-edged stocks, for example, will 
require less capital, long Eurobonds 
more. 

Would-be market-makers are hoping 
for privileges like those which the gilt- 
edged jobbers-now enjoy, including ac- 
cess to government tap stocks, favourable 
tax treatment and the right to borrow 


. Stocks or cash. The Bank, for its part, 


intends to require a long-term capital 
commitment from the market-makers, to 
be exceedingly nosy about their balance 
sheets, and to check whether they do, in 





fact, make continuous prices in good 
times and in bad. 

Small dealers, catering mainly for pri- 
vate clients, will have a- role too, though 
the main trading, as in America, is likely 
to take place upstairs through telephone- 
cum-television contact between profes- 
sionals. With more market-makers with 
more capital behind them,’ the Bank 
could find it easier to raise money on 
occasion through block offers, for sale, as 
the Americans do, instead of almost al- 
ways using the tap. 

It is a salutary freak of timing that half 
the brokers and bankers in Britain are 
boarding planes for New York to study 
the American bond market at a time 
when Americans themselves, stunned by 
weeks of ghastly prices, losses and scan- 
dals in the secondary bond market, are 
bemoaning the lack of a Bank of England 
to sort the place- out. 

But Britain’s gilt-edged market is likely 
to remain. unlike. America’s in several 
respects: 

@ Some 70% of bargains—that is the 
number of deals, not the volume or value 
of stock dealt in—in gilt-edged stocks in 
Britain. are made for private investors, 
compared to a fraction of that in Ameri- 
ca. Bond market-makers.in Britain will be 
stock exchange. members and even tele- 
phone deals will be under stock exchange 
regulation; In America, only the primary 
dealers are regulated, by the Federal 


_ Reserve. 


@ Britain’s market-makers are unlikely 
to be allowed such extreme. positions as 
some of their counterparts.in New York. 
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WestLB derives its prowess in international 


finance from multiple sources. : 
Large-scale financing any major money raising Bank, one of Germany's top 

calls for a bank with all the operation. three international institu- 

credentials and expertise WestLB’s approach in ini- tions, a solid wholesale 


needed to ensure a smooth, _ tiating and organizing world- financing partner. 
competitive functioning of wide syndicates, its own 

resources, international flexi- 

bility and well-balanced 

sources of funds make the 


Westdeutsche Landesbank 


London Branch: 41, Moorgate, London EC2R 6AE, Tel.:(1) 6386141, Telex: 887 984/68 


With the acquisition of CIT, 
Manufacturers Hanover Corpo- 
ration takes another giant step 
toward its goal of delivering every 
single financial service you need 
directly to you. 

We now have 1,050 locations 
spread across the width and depth 
of the country. However, far more 
important than the number of our 
locations is what they can bring to 
bear for you. 





Choices, speed, superb people. 


Manufacturers Hanover is 
America's best-balanced financial 
services organization. Which 
means that our ability to offer you 
and your business a wide spectrum 
of solutions to your financial 
problems is vast. 

Your needs are met with 


Manufacturers Hanove 


Now America’s best-balanced, best-equippe 
can help you rig 
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electronic 
speed, too. Our state-of-the- 


art operations network cuts wait-\_@@ 


ing time. hastens decisions, solves ~ 
problems fast. 

All of which allows our peo- 
ple, the very best in the financial 
services arena. to come to you 
superbly equipped. 

And now, with the addition of 
CIT. we have grown even more able 
to help. 





More help for your business. 


Raising venture capital in 
Arizona? Issuing commercial paper 
in New York? Financing a private 
jet in Texas? Arranging a letter of 






credit in Californ- —— 
ia? A simple phone $ ' 
call to either your local N 
Manufacturers Hanover or 
CIT representative can get the 
job started. And get it done. 
That's because the financial 
experts at Manufacturers Hanove! 
and CIT are already well aware of 
each other's products, services an 
capabilities. And are ready to put 
them to work for you. 
Contact your local CIT repre 


equires CIT. 


‘st-peopled financial services organization 
. your hometown. 


an taanac 
RweKeras 


si sentative and he now 
can call upon the resources of 
a world-class bank. 

Contact your Manufacturers 
Hanover representative and he now 
has access to a body of industry- 








specialized knowledge that he never 


had before. 





More help for you. 





In the field of consumer 
finance. both Manufacturers Han- 
over and CIT can help you live a 
better life in 1.001 different ways. 

Both can help you finance 


your new 
home. Refurbish 
your old one. Build a 
swimming pool. Buy a 





to college. 
And., now, your local CIT 

representative has the resources 

and the lending power of the 

$71 billion Manufacturers Hanover 

Corporation behind him. 





Quality, Loyalty, Consistency. 


These are our deep core 
values. Quality of service, loyalty 


pleasure boat. Send your child 


to our 


customers, 
consistency 
of performance. 

In the future, these 
three core values will come to you 
wherever you are, through the 
combined 32,000-person-strong 
network of Manufacturers Hanover 
Corporation and CIT. 


W} MANUFACTURERS HANOVER 


The Financial Source” Worldwide. LENDER 


When youre out to be a lion, 
you don't get there by pussyfooting around. 


To stay on top of almost $19 billion in assets— 
and to handle the needs of the world’s most infor- 
mation-intensive territory—you'd better be a lion. And 
you'd better move fast. 

So NYNEX has managers who are sharp and 
aggressive. People who know what the pitfalls are. And 
how to avoid them. 

They've streamlined policy-making so that major 
decisions can be made within hours. Employees are en- 
couraged to excel by an incentive program that makes it 
pay to innovate. It also digs out new talent. And makes 
NYNEX a place where talent wants to be. That’s no acci- 
dent. That's how you keep what you've got. 


in communications and related fields. Areas where our 
expertise gives us the edge. 

NYNEX is one of the regional companies formed as 
a result of the breakup of AT8T. It’s the parent company of 
New York Telephone and New England Telephone plus other 
subsidiaries that offer mobile services, directory publishing 
and business communications equipment. Proof it’s got a foot 
in the future. 

in short, NYNEX is a Company that intends to succeed. 
Team New York aggressiveness with New England tenacity 
and that’s the kind of tough-minded attitude you get. 

For information and a copy of our new Profile, write 

Tony Parra, Director of Investor Relations, 


To keep it growing, NYNEX constant- am Nynex Corporation, P.O. Box 2945, 
ly stalks new business ventures. But only a New York, New York 10185. 


© NYNEX Corporation 1984 Tough demands breed tough minds. 





Liffe’s hopefuls 


British discount houses are limited to 
trading up to 40 times their capital base, 
and that is with the Bank of England 
standing behind them as the lender of last 
resort. American secondary bond dealers 
think nothing of positions 200- or 300-to- 
one. 
@ America’s bond and bill (that is, short- 
term note) markets are one, while Britain 
has traditionally separated them. That, it 
seems, will continue, but with one impor- 
tant change. The discount houses, the 
principal dealers in the bill market, are 
likely to be allowed to extend their activi- 
ties into longer-dated gilt-edged stocks, 
while bond dealers may move shorter. 
Officials are concluding bilateral talks 
this month with a list of hopefuls. In 
November, they expect to issue their 
plans for the gilt-edged market. Likely 
new market-makers include some big 
American, West German and (if such an 
arrangement could help secure British 
firms reciprocal access in Tokyo) one or 
two Japanese firms. With their feet in the 
door of the City’s best British business, 
government securities, these houses will 
become members of the stock exchange, 
with a licence to hunt in the forests of 
corporate finance too. How are the na- 
tives designing the new dealing environ- 
ment they will find there? 


Conflict in equities 


Answer: with a healthy public wrangling 
far removed from the decorous disputes 
behind the Bank's solid doors. In April, 
when the stock exchange’s council circu- 
lated a discussion paper to members and 
market-users outlining various options 
for a new dealing system in equities, it 
was believed that the industry as a whole 
accepted the argument that single capaci- 
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ty could not survive without fixed com- 
missions. This “link” was, after all, the 
essence of the stock exchange’s defence 
against the Office of Fair Trading. The 
council was hoping for broad agreement 
in July on the shape of things to come and 
spoke of the “big bang’-—the end of fixed 
commissions and other changes—by late 
1985, 

The council’s own preference was for a 
sort of halfway house between Britain’s 
existing single capacity and the NYSE’s 
broker-to-broker auction system. In New 
York, brokers match trades upstairs but 
cross deals on the floor of the exchange in 
front of the specialist committed to make 
a market in that particular share, giving 
others a chance to offer a better price. In 
London, any member could be a broker/ 
dealer, the stock exchange discussion 
document proposed. Some broker/deal- 
ers would agree to make continuous mar- 
kets in specified securities up to certain 
limits in exchange for privileges. Broker/ 
dealers who did not make markets would 
be required to cross deals of a normal size 
on the floor—that is, expose them to the 
market-makers. 

But, by June, consensus was proving 
elusive. Some 70 smaller brokers, faced 
with the likelihood that they would not be 
among the capital-rich, technologically 
innovative survivors of the brave new 
securities world, protested against the 
passing of mandatory single capacity. It 
would make trading in second- and third- 
line shares impossible, they claimed, as 
nobody would make a market in them 
who did not have to. Big brokers without 
market-making aspirations had their own 
objections. Why should they have to 
expose their business to a jobber-turned- 
dual-capacity-market-maker now that 
both were competing directly for custom- 
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ers? The jobbers were cross too: why 
should they be stuck with making markets 
in fair weather and foul while others who 
chose not to make markets were upstairs 
making huge block deals as the mood and 
the money took them? 

Support for a two-tiered market in- 
stead is proving equally elusive. The idea 
behind “horses for courses”, popular for 
a time, was to let trading in the shares of 
the biggest few hundred companies, 
mostly institutional business, be handled 
directly by stock exchange broker/dealers 
talking to each other through Quotation 
Dissemination System (QDS) screens, 
with some committed market-makers, 
perhaps, to facilitate dealing. The re- 
maining less active shares could continue 
to be traded much as they are now. This, 
it was thought, would leave provincial 
brokers with their private client and 
smaller company business intact. 

But some smaller brokers want to deal 
in Glaxo and ICI. Linking the two tiers 
and monitoring them would be difficult. 
So the council will probably push, in a 
Series of stormy meetings during July, for 
a revamped version of their original fa- 
vourite, phasing it in, perhaps, to give 
smaller firms a chance to gear up. 

The crucial ingredient in all this is 
information. “The stock exchange will 
have to drag itself into the twentieth 
century,” says one London-based Ameri- 
can broker. Topic, the exchange’s price 
information system, and its computer- 
readable twin, Epic-CRS, relay middle- 
market prices, not actual deals. The Stock 
Exchange Daily Official List (Sedol) 
shows closing price quotations of the 
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Today 


and tomorrow's? 


l jobbers and details of the previous day’s 


trading. But they give only the price at 
which the deal took place, not the quanti- 
ties of shares involved nor whether they 
were bought or sold. 

Jobbers have resisted a ticker-tape on 
the grounds that it would disclose their 
books and “cut the market to ribbons”. 
The stock exchange discussion document 
rather coyly backed away from requiring 
publication of unequivocal last-trade in- 
formation in the future. But with more 
-market-makers, individual positions will 
be harder to figure. Last-trade price pub- 


_ lication is important to help principals, 


protect investors and give confidence in 
the integrity of the market. 
The stock exchange is likely to begin by 


_ requiring all dealings to be reported to 


the exchange authorities as soon as possi- 
ble, then, progressing from the biggest 
shares down, by publishing last-trade 
gata. The result of all this? A uniquely 


= British cross between the New York 


Stock Exchange, the existing British sys- 
tem, and (perhaps, one day) Nasdaq, all 
under the authority of the stock exchange 


_ council. But few expect any solution to be 
_ permanent, as market forces push the 
securities industry to regroup. 


The mating game 


That regrouping so far looks a lot like 


_ shuffling deck chairs. It is not just the 


brokers’ and jobbers’ cartels which are 


disappearing, it is also the merchant 
bankers’, Corporate underwriting itself is 
likely to change. It may move towards 


bought deals and shelf registration, as in 


America, if ways are found to reconcile 
such practices with British shareholders’ 
tights to a chunk of any new equity issue. 
Even if it does not, underwriting will 
reflect borrowing corporations’ aware- 
ness of the cheaper terms on which such 
deals are usually done. “Corporate fi- 
nance activities which are not connected 
with the distribution .end will be 
squeezed,” says Mr Martin Jacomb, vice- 
chairman of Kleinwort Benson, the mer- 
chant bank. In April, Kleinwort bought 
ACLI Government Securities, the Amer- 
ican government primary bond dealer, 
for $27m; in June, it announced plans to 
acquire a 5% share of the big British 
stockbrokers Grieveson Grant. 

Firms with money are looking to fill in 
the missing links; those without it are 
looking to marry well. The result is a 
complicated patchwork of alliances, as 
Table 5 shows: 

@ Anybody who can afford it has bought 


Table 5: the buyers and the bought* 


Purchaser Date Stockbrokers 


Security Pacific Bank (US) | Jun 82 Hoare Govett 
29.9% £8.1m 


r 84 
RIT & Northern tv 82 Kitcat & Aitken 
ee J Rothschild 29.9% £0.5m 
Nov 83 
Apr 84 
Citicorp (US) Nov 83 Vickers da Costa 
29.9% plus 80% 
of Far Eastern 
operations £20m 
Mercury Securities Nov 83 
(S. G. Warburg, UK) 
Yorkshire and Lancashire Nov 83 Wishart & Brodie 
Investment Trust (UK) 10% 
N. M. Rothschild (UK) Dec 83 
Charter Consolidated Jan 84 Rowe & Pitman 
(S. Africa) 29.9% £16.2m 
National Westminster Feb 84 
Bank (uk) 
Mercantile House (UK) Feb 84 
May 84 Laing & Cruickshank 
29.9% £7.5m 
Barclays Bank (UK) Mar 84 de Zoete & Bevan 5% 
Samuel Montagu (UK) Mar 84 W. Greenwell 29.9% 
Hambros UK) Mar 84 Strauss Turnbull 29.9% 
Britannia Arrow (UK) Apr 84 
Morgan Grenfell (UK) r 84 
y 84 
Scott Goff Hancock (UK) Apr 84 R. Layton (merger) 
Skandia (Sweden) Apr 84 ee Goodison 
Guinness Mahon (UK) Apr84 
Banque Bruxelles Lambert May 84 
Belgium) and Pargesa 
Switz) 
Refuge Assurance (UK) May 84 
Baring Brothers (UK) May 84 Henderson Crosthwaite 


' ae East) approx 75% 

May 84 Galloway & Pearson 
29.9% 

Jun 84 R.A. Coleman 29.9% 


Exco International (UK) 


Granville & Co. (UK) 
Hill Samuel (UK) 


Kleinwort Benson (UK) Jun 84 Grieveson Grant 5% 


Jun 84 Wood Mackenzie 29.9% 


a jobbing firm—custodians, so it seems, 
of the sacred market-making flame. The 
big five jobbers sold stakes to three 
merchant and two clearing banks. 

@ Big corporate brokers like Rowe & 
Pitman and Hoare Govett, which ran the 
risk of “‘taint’’—that is, losing business 
from half a dozen merchant banks if they 
hooked up with just one—found neutral 
partners overseas. “Taint,” says Mr Rich- 
ard Lloyd, who is chief executive of the 
merchant bank Hill Samuel and who 
seems to have invented the term, “will be 
transient.” It does not bother Americans. 
@ Nor, it seems, Hill Samuel, which plans 
to buy into the computer-minded brokers, 
Wood Mackenzie. Other merchant 
banks—Samuel Montagu, Kleinwort Ben- 
son and Hambros—are risking taint in 
forging links with stockbroking firms. 

@ Firms with strong overseas connec- 
tions, like Vickers da Costa, have found 
similar-minded partners. 

@ Securities dealers are beginning to link 


Stockjobbers Discount houses, 
Merchant banks and other 
Charles Pulley 5% 
Charterhouse Group (mb) 
toer) 
ro Life (1a) 
24.9% £126m 
Akroyd & Smithers 
20. £41m 
` Smith Brothers 
29.9% £6.5m 
Bisgood Bishop 
29.9% 
Alexanders Discount (dh) 
£29m 
Jessel, Toynbee & 
Gillett (dh) est £21m 
Wedd Durlacher 
Mordaunt 29.9% 
£30m 
oy od & Friedlander (mb) 
Pinchin Denny 29.9% ae 
nchin i 
” Target Group (la) 
19.9% £10.4m 
White & Cheeseman 
29.9% 


6 ANOT (mb) 


Leopold Joseph (mb) 
29. Š 


"Up to end June. Dates decisions announced. mb = merchant bank; dh = discount house; la = life assurance company. 
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Royal Trust is the UK banking arm of one of the world’s largest trust 
companies. Established in London since 1929, Royal Trust provides a wide 
range of banking services to corporations and personal financial services 
_ toindividuals. — : : a 





rp ONS Corporate Services. 

"Short-Term Finance & Acceptance Credits - Term Loans “Leasing 
“|... Foreign Exchange - Sterling & Currency Deposits . 
| Commercial Mortgages > Pension Fund Management Transfer Agents - Registrars 

„Eurobond Authentication Agents l 


AN Personal Services | | 
Residential Mortgages « Investment Management - Tax & Executorship Services 
Personal Financial Planning - Unit Trusts - Personal Loans 
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Whether you require corporate or personal financial services you will 
_ find our positive approach refreshing. Why not find out more about us; 
copies of our latest annual report are available from the office of the 
Managing Director at our London address. tap 
-Royal Trust also has offices or associated companies in key offshore 
financial centres around the world including Bahamas, Bermuda, Cayman 


- Islands, Isle of Man andJersey. 


The Royal Trust Company of Canada 
Royal Trust House, 48/50 Cannon Street, London EC4 
Telephone: 01-236 6044. Telex: 8952879 


Manchester Office 
: The Royal Trust Company of Canada 
~ Gommercial Union House, Albert Square, Manchester M2 6LW 
Telephone: 061-832 3033 


ROYAL 
TRUST — 


mil 
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Bank of Tokyo 
prov ides the seamless 
connection between your 
local and international banking needs. 
‘Bank of Tokyo does this with superior 
services at both local and worldwide levels with a 
network more extensive than that of any other Japanese bank. 
Over 260 offices, representative offices and subsidiaries with 
their offices and 2,100 correspondent banks become powerful 
assets. on your side in today’s demanding financial. environment. 
Compare our performance, We believe you will find it 
speedier, more reliable and more economical From organizing 
worldwide syndicated loans to rapid foreign remittances to 
considerate local services, Bank i ‘of Tokyo provides the meticulous 


concern you deserve. 
© Bi Leaders s a sntemmational ee since: ‘1880 ite 


teenie 











To bankers and financial decision-makers 
who want tomorrow's news today 


<The Economist Financial Report has established itself as an invaluable aid to senior bankers and 
officials in over 70 countries. 

< Each fortnightly issue contains up to 30 items of news, comment, informed speculation and highly 

-Sophisticated analysis from around the world, much of it not available from any other source, 





Currencies: What the big money-centre banks are forecasting for IME, World Bank, OECD and Bank for International Settlements. 
key exchange rates. Regular briefings on who's who in finance ministries and central 
Sovereign: debt: News on debt reschedulings, and analysis of banks. 

economies in-trouble International banking talk and rumour. 

Portfolio management: Surveys of the strategies of leading money’ Key Indicators: Every other issue contains a two-page supplement 
managers. of charts and. comment on Eurocurrencies, commodities and stocks, 
Banking regulations: Moves by the authorities in the United States interest rates, money supply, exchange rates, inflation, savings, 

and around the gl globe. government expenditure and more. 

International institutions: Behind-the-scenes developments at the 
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Granville & Co, ’ retains a a24. 9% stake | in Hambro Life aad ' 


membe 'Nasdim and the biggest mar- 
-ket tin OTC shares, has now got a 

toe e stock exchange. 

ler firms: are huddling together. 
‘off Hancock and’R. Layton. will 
e the last to merge. 

_ Three of the most interesting groups 
“are emerging from outside the clearing 
-and accepting house circles. All three 
focused early on the American market; 


are forging British links which go 


the narrower notion of an. inte- 


. bey 
: grated securities house; and all three have 
yund the stockmarket hard go- 
10 


). 
link between Charterhouse 


schild (CJR), the. merchant and 
investment banking. group formed by. 


successive amalgamations since 1980, and 


< Hambro. Life, Britain's largest seller of. 


ed life insurance and pioneer of 
financial management pac 


holds 29.9% of stockbro- 
kers Kitcat & Aitken from an earlier deal, 


and half of the Wall Street firm, L. F. 
Rothschild, Unterberg, Towbin. Exactly 
“how Hambro Life’s retail business and 
customer base could in practice have been 
harnessed to CJR’s was perhaps never 
totally clear, still less Kitcat & Aitken’s 
contribution to the whole. More impor- 
tant, it seems, was the goal of getting Mr 
Mark Weinberg, known for his marketing 
-flair and administrative skills, to run the 
joint empire while entrepreneurial: Mr 
. Jacob Rothschild went out and expanded 
it. The stockmarket’s sceptical evaluation 
of the hybrid has discouraged CJR and 
Hambro Life from proceeding to a full 
merger of their £1 bilon in assets, CIR 


and broker collea; 


Mr Weinberg on its board. 


“@ Second are the efforts of Exco Interna- 


tional, the international financial services 
group, to expand into securities. To its 
moneybroking core, Exco in 1982 added 
controlling interests in Wico (the Far 
Eastern branch of the former British 


“$tockholding firm Carr Sebag), in the 


American financial data service, Teler- 
ate, in 1983, and. in Britain’s Gartmore 


‘Investment Management later that year. 
Tt has raised over. £118m in rights issues 
since September, 1983, mostly to consoli- 


date holdings in these subsidiaries and put 


¿money by for new expansion, especially 
“in America. Talks with the brokers Wood 


Mackenzie having. fallen through, Exco 


«plans to buy 29.9% of the smaller broking 
» firm, Galloway & Pearson. 


Where players in the money markets 
ck up speed over their merchant bank 
esis that they. are 
“internationally and ‘their 
technology is state of the art. A strong 
communications network, says Mr John 
Gunn, Exco’s chief executive, is the key 
to his group’s fast expansion. and, he 
says, ‘I buy skills, not assets”. 
@ If Mr Rothschild buys people and Mr 
Gunn buys. skills, Mr John Barkshire, 
chairman of Mercantile House Holdings, 
buys bits. A moneybroker split out of a 
discount house, Mercantile added com- 
modity broking in Britain and America, 
then an American government bond bro- 
ker, and, in 1982, the big Wall Street firm 
Oppenheimer, together with its invest- 
ment managment subsidiary. Mercantile 
House then set out to buy the missing bits 
to create an Oppenheimer look-alike in 


~ Conglomerates grow like Topsy _ l 


-300 Mercantile House Holdings 
Er Year-end. April 30th 
200 


ED Total assets (fm) 





309 Exco International 
Year-end. Dec 31st 


CE) «Total assets (£m) 
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ed 
1980 1981 


% change mid 
Nov 1981 to 
end June 1984 


1982 1983 








Pre-tax profit —» 


Britain. In Febru: 


with a 29.9% sta 
Laing & Cruickshan 
With.a group no 
gilt-edged stock: 
ities and money i 
Mr Barkshire has 
“We've had « 


England has already 

kers, too, are selling’. 
reflect a couple, of boom ye 
some. 

What exactly. a are “the sellers ell 
“They are all putting goodwill. 
balance sheet”, says Mr John Henr 
group chief executive of Crédit Si 
First Boston, the leading .group in 
Eurobond market. “For that amoun 
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goodwill you could buy and train an awful 
lot of people”. In America, up to 25% of 
brokers change jobs each year, a survey 
found last year. And 67% of them take 
three quarters of their clients with them. 
In London, top talent is already ricochet- 
ing around the Eurobond market like 
peas out of a pea-shooter. If the domestic 
market goes the same way, as it very 
likely will, the high purchase prices now 
being paid for firms likely to lose their 
best people will look even more 
questionable. 

Many of the deals will not succeed even 
in what most participants are coming to 
see as their main raison d’étre: building 
capital. The new groups need more mon- 
ey than the sum of their parts to venture 
into new activities. They will need more 
still if the authorities require conglomer- 
ates to segregate the capital backing vari- 
ous highly geared activities, as seems 
likely. Yet many partners are pocketing 
substantial sums from the sale of stakes in 
their firms, rather than leaving the money 
in the business. 

Not everybody has joined the mating 
game, though stand-outs are fewer every 
day. Foreign financial houses have yet to 
make up their minds. America’s Security 
Pacific, then Citicorp, bought early. The 
rest have held back, waiting for prices to 
drop (as they did, after the first wav of 
mergers, in New York) and eyeing indi- 
viduals. Foreigners have fewer gaps on 
-the dealing side to fill than British firms. 
And many, regarding London essentially 
as a base for international operations, are 
not yet convinced that the domestic mar- 
ket itself is of more than limited interest. 

Nor have all the British banks jumped 
yet. By the end of June, Lloyds, one of 
Britain’s four top clearing banks, had yet 
to make a move. Of the merchant banks, 
Schroder has plans to go it alone. Lazard 
Brothers has consolidated ties with its 
French and American sibling banks. They 
are all beginning to build up their war 
chests: Morgan Grenfell with a £45m 
rights issue and talk of going public in 
1985; Kleinwort Benson with $150m from 
the Eurobond market; Cater Allen, the 
third biggest discount house, with a £9m 
rights issue. Others talk of redeploying 
existing capital. 

Not all the big stockbrokers have fol- 
lowed their jobbing counterparts into 
mergers. Most expect to raise capital one 
way or another—through selling minority 
stakes to passive investors like financial 
institutions or big corporations, or offer- 
ing shares to the public. After the big 
bang, an unallied stock exchange firm can 
aim at profitability, but probably not at 
the international big-time. Commissions 
could be set to fall by at least 25% on 
institutional dealings in equities and by 
40-50% on gilt-edged stocks. Institutions 


are already beginning to concentrate their 
custom on a smaller number of brokers. 
Those firms best placed to replace com- 
missions with fee income are those with 
specific services to offer: Cazenove in 
corporate finance; Phillips & Drew with 
its £3.5 billion fund management arm; 
Simon & Coates with its good research. 

But such firms will be very much niche 
players in a world dominated not only by 
the successful giants of America’s finan- 
cial revolution but also by a couple of big 
British securities teams as well. First of 
the merchant banks to make a move was 
Warburg, by taking a stake in Akroyd & 
Smithers, thought to be Britain’s biggest 
gilt-edged jobbers and with strong inter- 
national links. Warburg, which has just 
severed its ties with Becker Paribas in 
New York, has set up a joint Eurobond 
operation with Akroyd & Smithers in 
New York. Warburg plans to remain 
close to investment banking’s traditional 
activities. One little kicker could help: 
Akroyd & Smithers and the brokers 
Rowe & Pitman plan to launch an inter- 
national dealership in October. Rowe & 
Pitman could gravitate to the Warburg- 
Akroyd pole. 

“Of existing groups, Warburg will 
probably be our biggest competitor 
among British banks,” says Mr Andrew 
Buxton, general manager of Barclays 
Bank. With its three-way link with the 
jobbers Wedd Durlacher and the brokers 
de Zoete & Bevan, of which the bank 
wants eventually to own 75%, Barclays is 
fielding another front-runner, though Na- 
tional Wcsiminster’s County Bank may 
soon strengthen its securities side too by 





buying a big broking firm. 

The main emphasis.of the new Barclays 
group will be in the corporate finance 
market and international dealings. Bar- 
clays already owns stockbroking firms in 
Europe: Wedd and de Zoete will pull 
them together, integrating the corporate 
finance work of Barclays Merchant Bank, 
and try to lead the group into Tokyo and 
America, the next targets. The Eurobond 
market is also a new priority; Barclays has 
already been hiring people and trading 
there more actively. 

Barclays and Natwest have one handi- 
cap which Warburg, for instance, does 
not. For a commercial bank, it is impossi- 
ble to buy an American securities firm 
which deals in equities and commercial 
paper, and difficult to buy a Japanese 
one. But they have one advantage which 
many financial houses would give their 
eye-teeth for: about 6,000 branches and 
over llm customers between them in 
Britain. Barclays wants some day to put 
direct brokerage services into many of 
them, complete with share-price display 
screens and facilities to process transac- 
tions at once. Other banks are making 
similar noises. 

In America, bankers say that offering 
brokerage services has not only kept 
existing customers sweet but has attracted 
badly needed new depositors too. But 
Britain has far fewer individuals who 
invest directly in stocks and bonds. Is the 
waning private investor due for a come- 
back? Is branch broking the way to nab 
him? And is there an identity crisis loom- 
ing anyway for financial conglomerates 
which try to be all things to all men? 
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y pioneering a clientrelationship- 

oriented 8 mike Merrill Lync 

Capital Markets has become the 
largest dealer in the money markets, 
dealing in certificates of deposit, 
bankers’ acceptances, medium-term 
notes and commercial paper. A status 
we achieved: 

By making a strong commitment 
to the client in terms of loyalty and 
performance in the market. We market 
the instrument on behalf of the issuers 
instead of merely trading it. In doing so, 
we regularly set measurable perform- 
ance parameters. 

This leads to highly competitive 
rates, access to longer, less traditional 
maturities, large block takedowns for 
any maturity, and more efficient, spe- 
cially targeted distribution. 

By developing the broadest investor 
base in the business. Over 6,000 institu- 
tional clients. 

By doing intensive monitoring 
and evaluation of performance. Our 
regular analysis of rate levels and 


In the money markets distribution patterns can lead to more 


efficient management of each client's 


theres g00d reason "esate posam 
By providing superior service. We 
Li ‘ have developed expertise in numerous 
tO EVE We ; | € Ol Í | specialized techniques: private com- 
° o mercial paper programs, bank-backed 
somethin: ri and collateralized short- and medium- 

; term note programs, fixed- and floating- 
rate medium-term CD programs, 
specialized asset financing and multi- 
currency commercial paper, maturity 
management, rating agency guidance, 
regulatory advice, and also a London 
trading capability. 

Commitment, ability innovation 
and service—indicative of our expertise 
across the board—have given Merrill 
Lynch, according to a highly respected 
industry survey the greatest penetration 
of any dealer in both the primary and 


secondary money markets. 
It is a status we intend to maintain. 


(5 Merrill Lynch Capital Markets 
Expertise Across The Board 
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Make Daiwa 


the Keystone of 






Your Business. 


To succeed in today’s business world, it's important 
to begin with a sound financial base. 

And that’s where Daiwa Bank can help. 

We're the only city bank in Japan to combine 
banking and trust businesses. Which means we can 
offer you a fully integrated range of services. General 
banking. International financing. Real estate. Trust. And 
pension trust — where our share is No. 1 in Japan. 

What's more, we're never very far when needed. 
Throughout Japan we're doing business out of more 
than 180 offices, with headquarters in Osaka and full 
activities in Tokyo. Internationally you'll find our 
branches and representative offices in key cities 
throughout the world. 

So if you're interested in building business, come to 
Daiwa Bank. 

It's a solid place to start. 





















a fully integrated banking service 


DAIWA BANK 


Head Office: 21, Bingomachi 2-chome. Higashi-ku, Osaka 541, Japan 
International Banking Headquarters (Tokyo Office): 
1-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japan 













Overseas Branches & Agency: London, New York, Los Angeles. Frankfurt, 
Singapore & Hong Kong 
Overseas Representative Offices: Sydney. Sao Paulo, Houston. Pans 





Panama, Bahrain. Mexico, Vancouver, Jakarta, Seoul, Beijing & Chicago 
Subsidiaries: Daiwa Bank Trust Company. New York: Daiwa Bank (Capital 
Management) Ltd., London 

Affiliates: P.T. Bank Perdamia, Jakarta; Daiwa Overseas Finance Lid Hong 
Kong 
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The people’s capitalism? 


Personal investors might stage a come-back 


“In the next ten years, the biggest oppor- 
tunity in Britain will be the untapped 
reservoir of private savings”, says Merrill 
Lynch's Mr Don Roth. As in America, 
the drop in institutional commissions will 
increase competition in the securities in- 
dustry for the custom of individual 
clients. 

The private investor in Britain is down 
but not out—perhaps even struggling up 
to his knees. The rich have kept on 
investing anyway. The publication 
Planned Saving pointed out in its 1984 
survey of portfolio management services 
for private investors (mainly, but not 
exclusively, the rich) that both the value 
of funds under management and the num- 
ber of accounts were significantly up in 
1983 over 1982, at least among those 
investment managers who responded. 

Another clue: purchases of unit trust 
units in 1983—mainly by individuals— 
pushed net new annual investment in 
these funds to £1.5 billion, almost three 
times the previous year and almost 10 
times the average during the 1970s. Even 
investment trust companies (ITCs), the 
stepchildren of the previous decade, look 
brighter than they did. ITC share prices 
rose by 34.7% in 1983, compared to 
23.1% for shares generally. 

The upturn in these various indicators 
of individual investor interest is partly 
due to the rise in share prices in Britain 
(up 110%, in nominal terms, since 1979) 
and elsewhere, which has revalued port- 
folios and made potential punters look 
twice. But it is also due to some more 
basic trends, which look like continuing: 
@ Real wages have been increasing since 
the second quarter of 1982, after starting 
to fall in 1979. Even counting those 
without jobs, after-tax, after-inflation per 
capita income in 1983 rose by 0.8%, the 
first annual increase since 1980. 

@ The government has removed some of 
the tax biases favouring institutional sav- 
ings (for example, relief for life insurance 
premiums) and introduced others favour- 
ing investment (for instance, relief for 
employees’ stock options). More may 
come in the next budget. 

@ A privatising binge, with fliers posted 
in post offices and much press publicity 
attending the sale of household names 
like BP and British Telecom, may have 
made the idea of buying shares more 
popular. 

@ Portable pensions, if they come in 
some form, could divert a chunk of sav- 
ings from institutions to direct investment 
or, more likely, unit trusts. 

@ [f—and it is a big if—commissions on 
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individuals’ share transactions come 
down, as they did in America, private 
investors might more easily be tempted 
back into the market. 

The retail securities business can be 
very profitable once you get it. One 
merchant banker reckons he needs to 
manage £800m in pension funds to get the 
same income as he does on £100m in unit 
trusts. It could be more profitable still if 
securities houses adopt on any scale the 
American brokers’ practice of lending to 
clients who buy “on margin”—that is, 
with only a fraction of the purchase price 
deposited with the broker. But the costs 
of getting retail business, of maintaining 
the necessary sales force and outlets, are 
high. 

“Financial services are inefficient to 
market,” says Mr Mark Weinberg of 
Hambro Life. “People need them at 
different times and frequencies. It is inef- 
ficient to market, for instance, life cover, 
mortgages and units separately.” Ditto, 
presumably, stocks and bonds: they must 
be sold as part of a wider package. 

The package could be the well-target- 
ed, well-marketed Merrill Lynch-style 
personal financial management pro- 
gramme of an Allied Hambro (the unit 
trust arm of Hambro Life), or of a Hill 
Samuel. These services have proliferated 
over the past couple of years, and typical- 
ly offer moderately well-off depositors a 
high interest chequing account, invest- 
ment advice and execution, life insur- 
ance, pension planning and other savings 
schemes. Or it could be the more casual 
convenience of a desk in a High Street 
bank or department store. It could, in- 
deed, be both: Allied Hambro plans to 
form a joint company with the House of 
Fraser, the department store group, to 
sell its financial services through the re- 
tailer’s outlets. 

Whichever wins out, those merchant 
banks which have concentrated on corpo- 
rations, institutions and rich private cli- 
ents are suddenly afraid that they may be 
left behind while others capture the retail 
market. Morgan Grenfell in May bought 
19.9% of Target, the unit-linked assur- 
ance brokers, and placed another 10% in 
funds which it controls. Morgan Grenfell 
does not want to go into the retail busi- 
ness itself; with Target, it has a suitably 
distant toe in that water. CJR, which sold 
Target to Morgan Grenfell, has its own 
larger toe in the shape of 24.9% of Hambro 
Life. And the merchant bank Singer & 
Friedlander is now part of a similar sort of 
animal, since the purchase of most of its 
shares by the unit and life assurance group, 
















Tapping the reservoir 


Britannia Arrow, in April. 
What in their turn have the commercial _ 
banks to offer? Greater visibility, a repu- 
tation—pace Continental Illinois—for 
“soundness”, and branches on every 
High Street in Britain. Can bank clerks 
sell shares? Yes. Can they advise on 
them? More difficult. Clearing banks 
have offered a range of financial services © 
for years—including life insurance, unit 
trusts, referring share transactions to bro- 
kers—but have never integrated either — 
their marketing or their administration. 
And they have never seen advising on — 
investments as their role. “If banks had — 
pulled the threads together, they could — 
have a stranglehold on the rest of us,” — 
says Mr Weinberg, who did. Are the — 
banks ready to do it now? 
The British have a touching lack of — 
confidence in the ability of old bank 
managers to learn new tricks, (American 
efforts in this direction have not been — 
wholly encouraging either.) But the be- 
ginnings of a cultural change are already 
apparent. And bank clerks or managers 
need not sell shares. All the bank has 
do is serve as a point of contact, identify 
the financial need and turn loose its 
specialist. f 
One problem: fewer and fewer people 
will go into their banks in the future, as 
technology brings banking into the home — 
and into shops. Are chains like Deben- 
hams, which earned £17m last year from 
its offshoot Welbeck Finance and wants 
to offer a range of financial services in its 
stores, or the Burton Group or Marks & 
Spencer, which also talk of offering them, 
a better long-term bet? 
Not necessarily. “We may skip the 
High Street stage in Britain altogether,” 
say Hoare Govett’s Mr Richard Westma- 
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cott. His company has just set up a two- 
way television link with its private clients. 
The link, based on Prestel’s Citiservice, 
provides information on prices, snippets 
of news and investment advice to clients 
whom Hoare Govett could not afford to 
contact individually. The two-way switch 
means that the client can place an order 
day or night. 

Electronic broking need not leave the 
clearing banks behind. Barclays’ own de 
Zoete has just started a similar service 
(though without two-way facilities) and 
others are on the way. Clearing banks too 
are already investing heavily in communi- 
cations and electronic systems which bro- 
kers have only just got around to. 

Are clearing banks, especially, wise to 
try to conquer both the wholesale and 
retail markets? With limited management 
and financial resources, hasty diversifica- 
tion now, out of fear of being excluded 
from what may prove an expanding mar- 
ket, could land firms in difficulties down 
the road. “As our competitors conglom- 
erate, it will make our lives easier,” says 
Mr Stanislas Yussokovich, deputy chair- 
man of the European Banking Company, 
which is jointly owned by seven large 
European banks and specialises in inter- 
` national corporate finance. “The senior 
Management will spend an increasing 
amount of time dealing with their internal 
problems.” 

Wise or not, a growing number of firms 
are hoping to tackle both markets, and as 
they do, another conflict seems to be 
developing. The individual investor may 
be about to move to centre stage again. 





Hoare Govett wires up 


But deregulation in the City is proceeding 
in a way that reflects the prominence 
which the special needs of the big institu- 
tions have achieved in the past decade. 
Some fear that the market will not be safe 
for the private investor once he has been 
lured back there. One of them is Mr 
David Hopkinson, chairman of M & G, 
the big unit trust group. “I’m all for a 
brave new world,” he says, “but not one 
that is going to blow up in our faces.” 
What are the chances that it will? 


Policing the City 


A task that was never easy is going to get harder 


- 








When financial firms diversify, people 
worry about three main things. First is the 
danger that capital which used to under- 
pin one highly geared activity (say, corpo- 
rate lending) may end up underpinning 
two or three others (such as bonds and 
commodities). Bits of the business may be 
separately run and capitalised, but if one 
ship goes down, another can be sucked 
down trying to save it. 

Banking officials are devising “new 
safeguards to cope with new structures,” 
including, no doubt, separate manage- 
ment and separate capitalisation. The 
firms themselves are thinking harder 
about adapting existing techniques for 
assessing risks in a broader spectrum of 
activities. “Managing risk will be what 
matters,” says Mr Christopher Reeves, 
Morgan Grenfell’s deputy chairman. “Es- 
pecially in a bigger grouping, it is impor- 
tant to know exactly what our level of risk 
is overall.” Particularly, he adds, once the 
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bull market of the past 10 years or so 
turns down, as it may be doing now. 

The second danger is from increased 
conflicts of interest once brokers, job- 
bers, and others are allowed to sell a 
client directly shares which they deal in 
for their own profit. Conflicts exist now, 
of course. Some already act in two or 
more capacities in the Eurobond market, 
in the USM, on Liffe and in overseas 
equities. But when a client directs a 
broker to buy a London-listed stock, he 
can be fairly certain that, if the broker 
fails to secure the best market price, it is 
through stupidity, not cupidity. The bro- 
ker, unlike the jobber, does not live 
through buying low and, selling high. He 
does, however, live through buying and 
selling often—and, where discretionary 
funds are concerned, he does not need 
permission first. 

Merchant banks too have their man- 
aged or advised funds, and get a cut of 
transaction commissions. They have an- 
other conflict as well: as issuing houses, 
they could find it handy to have captive 
investors with which to place the securi- 
ties. Most merchant banks, like most 
stockbrokers, are no doubt exemplary in 
such matters. Both pride themselves on 
standards far superior to, for instance, 
those of continental managers of very- 
private-client investment funds. But it is 
simply not possible to circulate in the City 
for as long as a week without hearing 
stories—unsubstantiated but widely be- 
lieved there—that so-and-so has stuffed 
its managed funds with such-and-such. 

Investors have lived with these conflicts 
of interest for a long time. They have 
accepted the “Chinese walls” which firms 
say they erect between conflicting activi- 
ties within their own shop as adequate 
protection against them. Why should 
things be any different just because an- 
other activity is added? 

Because when commissions fall, deal- 
ing profits will become very important to 
broker/dealers’ income. “When we're 
told what a price is in the future, we’re 
going to have to check it much more 
carefully,” says Mr Matthew Oakeshott, 
the investment manager of the pension 
fund of Courtaulds and one of many 
concerned fund managers. As competi- 
tion grows tougher in corporate finance, 
bankers will eye those enticingly stuffable 
funds. Financial conglomerates may be 
required to spin off their investment man- 
agement operations as the Americans do. 
The best way to get fair dealing, though, 
is through greater disclosure, assisted by 
electronic surveillance of transactions on 
the stock exchange. And even that is no 
guarantee. 

The third danger is that of outright 
fraud. Is the City crawling with crooks? 
No more than any other place where 
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money abounds. The Commissioner of 
the City of London Police has said for at 
least the past two years that reports of 
fraud are increasing. The stock exchange 
last year examined in detail over five 
times more incidents of suspected share- 
price manipulation than the previous 
year. This does not prove that the City is 
turning into a jungle; it may prove merely 
that the authorities are getting better at 
their job—or that their computers are. 
But it does show that, even in years when 
the biggest scandal the City can muster is 
yet another Son of Lloyd’s, fraud is a 
flourishing subculture. Both the police 
and the stock exchange are unhappy 
about how few of their investigations are 
successfully pursued by the authorities. A 
more complex financial system could re- 
sult in even fewer successes. 

One thing is certain: scandals are bad 
for business. Professional market-users 
may take the very occasional collapse of a 
Norton Warburg, the investment manag- 
er, as the sign of a healthily untrammeled 
market; individuals think it’s a mug’s 
game and stay home. So while the stock 
exchange is wringing its hands over blue- 
prints for a new dealing system, else- 
where in the City and in Whitehall, an 
even more important blueprint is in the 
drafting: on how to police the City. 

A series of scandals, mostly on the 
fringes of the established markets, 
prompted the trade department three 
years ago to ask Professor Jim Gower to 
review the framework of investor protec- 
tion. He found in securities a curious 
hodge-podge of statute, self-regulation, 
trade associations and chaos. All dealers 
must register with the trade department, 
unless they are members of the stock 
exchange, of a recognised association like 
Nasdim, or are exempted (like accepting 
houses) because they deal only with pro- 
fessionals. The stock exchange runs itself; 
the Bank of England keeps an eye on the 
efficient working of the markets; the 
trade department has eventual responsi- 
bility for implementing the Companies 
acts and the Prevention of Fraud (Invest- 
ment) Act. 

In its place, Professor Gower proposed 
in January strengthening investor protec- 
tion legislation; creating a bevy of organ- 
ised self-regulatory agencies representing 
each aspect of the securities business; and 
giving the trade department stronger stat- 
utory powers to supervise the whole. The 
Council for the Securities Industry (CSI), 
a supervisory self-regulatory body set up 
in 1978 to bring together representatives 
of most City associations, was given an 
ambiguous role as go-between. 

Tame enough, one would have 
thought, and largely outpaced by events 
in the City anyway. But the Gower report 
has generated more outraged response 
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than anything since the IRA wounded 
Sefton, the hero horse, in Hyde Park. 
Influential City folk are deeply unkeen on 
giving more power to either the govern- 
ment or the CSI. Nor do many relish 
Professor Gower'’s veiled suggestions that 
really some sort of SEC, if acceptable, 
might be better-staffed and better- 
equipped to deal with things than the 
trade department. But the issue has been 
joined: should large chunks of the City 
continue to run themselves? Or is it time 
to put regulation and investor protection 
into independent hands? 

Most people in the City, paralysed by 
the sound of the mere initials, do not 
want even a smaller, more flexible Brit- 
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Club rules okay? 


ish-style SEC with statutory duties and 
powers dominating their skyline. The 
number of naysayers is shrinking. But 
many say that mean-minded niggling at 
the letter of the law would replace a 
loftier adherence to its spirit. But whatev- 
er criticism is possible of America’s pa- 
per-choked lawyer-warren, its presence is 
a mighty strong incentive for would-be 
crooks to stay that way. British financial 
firms will have fewer legal restrictions on 
what they can do than American ones, 
and weaker disclosure rules veil some of 
their simplest activities in mystery. The 
potential for abuse—and the need for firm 
supervision—is arguably greater in Britain 
than in America. The danger is not that 
London might end up like New York but 
that it might end up like Hongkong. 

The arguments sum up the way deni- 
zens like to think of their City. It is a 
village, really, or a neighbourhood of 
clubs, where people speak of “codes of 
conduct” but mean rules; where brokers 
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take their best corporate customers on 
shoots instead of slipping them cash un- 
der the table; where you know the men 
you are dealing with, or anyway you 
know someone else who does. At the 
Bank of England, the governor’s eye- 
brows, thought to set interest rates and 
more, serve their function with a mini- 
mum of fuss. That function is what Mr 
Alex Fletcher, minister for corporate and 
consumer affairs, calls “the ability to do 
formal business informally.” 

The City has had mixed success regulat- 
ing itself in the past. The City Panel on 
Takeovers and Mergers (set up in-1968) is 
seen as the acceptable face of self-regula- 
tion; the insurance market, Lloyd's, an 


endless source of scandals which not even 
its enforced clean-up at the end of 1982 
has put paid to, as its unacceptable face. 
The Bank of England's great white self- 
regulatory hope, the CSI, has managed to 
disappoint and iritate in equal measure. 
Stock exchange supervision has not pre- 
vented some members from goig 
crooked or going bust, though it has 
shielded investors from bearing the brunt 
of either. 

Whatever its original merits, the old 
order changeth. As a merchant banker in 
his early thirties puts it, “The trouble is 
that the ethics of the old boy network 
have declined before any real regulations 
have taken their place”. And equally, a 
more aggressive financial press has ex- 
posed the City and its ethics, changed or 
not, to public scrutiny. 

There are at least three reasons why 
self-regulation is likely to work less well 
in future: 

@ It is most effective in a smallish group 
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of firms doing the same sorts of things, 
though these run greater risks of becom- 
ing anti-competitive clubs. Deregulation 
(or, as government officials like to call it, 
“reregulation”’) is encouraging diversified 
financial firms which will fit uneasily into 
narrow, functional categories. 

@ It also depends on like-minded men, 
people who know an unwritten code 
when they see one. New players will come 
from America or Japan, on their best 
behaviour but in need of some black-and- 
white explanation for New York or To- 
kyo. Others will come from elsewhere in 
Britain and prove not to be club-players. 
@ In an increasingly competitive enviro- 
ment, the City can ill afford to second its 
best brains to police the City. That is an 
ad hoc approach at best and a serious 
handicap to Equipe GB at worst. Good 
financiers are good at making money, not 
poring over appeals from hapless licensed 
dealers. Bad financiers are likely to be 
bad at both. 

The government is rightly concerned 
not to impose a straitjacket on a securities 
industry which is evolving so quickly and 
not to regulate the vitality out of the 
markets. Many, probably most, officials 


Coming through 


The City can compete, can survive 





and politicians would like to see self- 
regulation work—though the difficulty 
which the moneymen are having in agree- 
ing on a feasible system is one indication, 
perhaps, that it will not. Others are 
attracted by the easier notion that strong- 
er laws to deter and punish fraudsters are 
all the protection investors need. Easier 
but dangerous, as no country effectively 
enforces anti-fraud legislation: the cases 
are too specialised, the police (and in 
some countries, the juries) are too unspe- 
cialised. Meanwhile, to do nothing is to 
send the wrong message, specifically to 
individual investors in Britain and to 
foreign market-users. 

The Bank has given a brave bunch of 
City heavyweights until the end of August 
to deliver a workable self-regulatory sys- 
tem or admit that it cannot be done. Their 
task will not be made easier by the 
thought that whatever self-regulation 
they come up with will almost certainly 
need replacing in a few years. A scandal 
or two—inevitable in so rapidly-changing 
an environment—is likely finally to give 
the City the independent commission it 
needs. It would be nicer, but is probably 
impossible, to have the commission first. 


“Given the decline in our manufacturing 
capacity, the fact that our oil and gas 
reserves will not last indefinitely, and thus 
the need to develop new areas of wealth 
generation, we cannot as a nation afford 
to neglect our financial services,” said Mr 
Robin Leigh-Pemberton, governor of the 
Bank of England, in a speech in March. 
The City is hardly a new generator of 
wealth; it has, in fact, survived the decline 
of Britain’s manufacturing economy and 
currency in surprisingly good shape. But 
can it continue its act of levitation? 

This depends on two things: the inter- 
national competitiveness of its native sons 
and daughters and the attractiveness of 
London itself as a place to do deals. So 
the first question is whether the current 
shake-up will actually produce the world- 
class integrated financial houses capable 
of going out there and winning for the old 
firm. 

The rush to realign has thrown up a 
number of wrong alliances at the wrong 
prices for the wrong reasons. But the 
general trend is correct, so the answer is 
almost certainly yes, resulting in perhaps 
four or five of these new houses, and for 
three main reasons. 

First, whatever their vicissitudes during 
the 1960s and 1970s, Britain’s financiers 
are historically international in outlook in 
a way which neither the Americans, the 





Going places 


Japanese, nor, for instance, the West 
Germans are. Most of its merchant banks 
were founded by immigrants; its clearing 
and overseas banks have strong foreign 
links; and British business is, perforce, 
outward-looking. Tradition, in the end, 
will tell. 

Second, success in world markets de- 
pends increasingly on the use of technol- 
ogy, specifically in telecommunications 
and computer software. Britain is devot- 
ing resources to telecommunications re- 
search and new systems. (With luck, this 
will improve Britain’s rotten telephone 
system, which many London-based for- 
eigners regard as the City’s biggest draw- 
back as a place to do business.) Again, 
the British excel in designing computer 
programmes. Most big city firms are 
already installing clever, more complex 
machines in their dealing rooms. A com- 
moner sight in the City these days than 
bowler hats and rolled umbrellas are walls 
draped in dangling wires. 

A third and more arguable reason for 
Equipe GB's likely success is Britain’s 
membership of the European communi- 
ty. The EEC has brought few tangible 
benefits and a number of headaches to 
the City so far. But if a genuine common 
market in financial services is estab- 
lished—and the community is allegedly 
committed to it—British firms stand to 
benefit most. 

Initial ambitions are modest. “We're 
not looking to take the kind of big risks, 
or hold the big lines of stock, that Salo- 
mon Brothers does,” says Barclays’s Mr 
Buxton. The first aim, for many, is to 
make their domestic market secure. Mr 
Timothy Jones, joint chairman of Akroyd 
& Smithers, is confident that British firms 
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can do it. “We have a head start, after all. 
It’s our market, the institutions feel com- 
fortable with us. We have our own corpo- 
rate relationships.” 

Given that many of these initial mar- 
riages will be undone and many more will 
be made, are there any clear contenders 
now? In a typical display of British aver- 
sion to risk, sensibly reinforced by know- 
ing how wrong a lot of American pundits 
got it last time around, nobody is willing 
to place public bets on which groups are 


` likely to be most successful on the broad 


front. For what it’s worth, an unscientific 
poll of many of the City’s leading lights 
over the past few weeks points to two 
merchant bank-based conglomerates, two 
clearing bank-based groups and one out- 
sider as likely winners. A host of other 
firms, of course, will find important and 
profitable niches in specialised services 
and on the domestic front. 

The other question is whether the City 
itself, which owes a high proportion of its 
foreign exchange earnings and jobs to 
foreign firms established there, will re- 
main one of the biggest international 
financial centres. This is more difficult to 
answer. 

The City’s many advantages are often 
touted: an almost universal language, a 
range of financial services at close quar- 
ters, a pool of top-notch talent and skilled 
peons, a congenial and loose regulatory 
environment, a strategic position across 
the time zone gap between east Asian 
markets and America’s (though this ad- 
vantage would be more compelling if 
Wall Street were in California), good 
connections through Heathrow airport to 
the rest of the world. People think 
enough of London’s pluses to put up with 
its biggest minus: the high cost of setting 
up shop there. City rents, rates and 
services are together up to 15% higher 
even than New York’s, a recent property 
survey found, and are heading up. Then, 
of course, there are those telephones. 

But the City owes its postwar success as 
much to the lack of interest of other 
financial centres in expanding their activi- 


tiès as to its own merits. America not only 


did not seek to usurp the City’s role but 
positively repelled boarders for years. 
Japan did the same. Protective barriers 
around what should have been major 
capital markets in Europe—France, in 
particular, and West Germany—prevent- 
ed either of them from developing in 
competition to Britain. Switzerland and 
Luxemburg failed to grow more for other 
reasons. True, London has survived 
largely intact the rise of newer financial 
centres in, for example, the Caribbean. 
But tougher challenges lie ahead. 
America’s move into offshore interna- 
tional banking centres helped New York- 
based banks double their share of interna- 


tional lending between end-1980 and 
mid-1983, though it has fallen off since 
and remains much lower than Britain’s 
$472 billion. Now the repeal of American 
withholding tax on interest paid to foreign 
holders of American bonds could make a 
dent in London’s share of the Eurobond 
market. The other main challenge is from 
Japan, which has been about to liberalise 
its financial markets for almost as long as 
it has had them. Now, at last, this seems 
to be beginning to happen. 

If London complements these two cen- 
tres, it will share in their prosperity. 
London is the logical third leg in the 
world’s emerging 24-hour trading system, 
open when east Asia is going home, still 
open when America wakes up. It may 
also establish a bigger role for itself as 
Europe’s Wall Street, if anything like a 
true European market in equities and 
non-Eurobond fixed-interest securities 
develops. Encouragingly, the number of 
foreign firms seeking a London Stock 
Exchange listing has risen sharply since 
the end of the 1970s. But in some ways, 
London has the worst of all worlds. Its 
economic hinterland is not big enough to 
secure the City a big share of internation- 
al dealings automatically so that it can 
launch its financial firms into the firma- 
ment, as New York’s and Tokyo’s are. 
Nor is it small enough to allow London to 
bid unashamedly for the hot money and 
fast deal, like Caribbean tax shelters or 
even Hongkong, for it has still to finance 
its own industry and debt and protect its 
own investors. 

In the end, one must ask whether any 
financial centre can expect a long-term 
lease on a share of the world’s financial 
transactions greater than its home coun- 
try’s share. The City’s strength has been 
the variety of services pulled together in a 


x OS miai 


small space, of which the most important 
is its huge interbank market. This arises 
from the fact that, so far, bankers and 
other financial firms have wanted to clus- 
ter near each other, to make personal 
contacts, to trot across the street to talk a 
deal up or down, to get the feel of the 
market by being physically near it. 

But markets are becoming elusive. For- 
eign currency, Eurobonds, perhaps soon 
gilt-edged stocks and blue-chip equities 
are traded on the telephone and televi- 
sion screen. Most financiers say they still 
value proximity. But it is becoming less 
and less necessary to make physical con- 
tact; and as deals get faster and more 
complex, it may become an impediment. 
“Im more of a telex man,” said the 
bumptious young American deal-maker 
in the film “Local Hero”. He is the wave 
of the future. 

But, with luck, only of the distant 
future. The City and its front-line finan- 
cial houses have their work cut out now to 
meet the challenges of the medium term. 
Three things over the next few years will 
matter most. One is the perceived willing- 
ness of future British governments, of 
whatever political complexion, to keep 
London open—to capital flows, to for- 
eign competitors. Another is the ability of 
officials and City people to devise quickly 
a regulatory framework which is strict 
enough to work and be seen to work, yet 
flexible enough to allow the markets to 
evolve efficiently. No easy task. And the 
last is the response of the stockbrokers 
and jobbers, the merchant and clearing 
bankers, the discount houses and assort- 
ed financial wizards to the jumbling of the 
old market niches. Can they put privilege 
behind them and learn to scramble? The 
signs so far—chaotic but dynamic—are 
that they will. 
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WORLDWIDE, THE WAY TO ARAB BUSINESS IS THE ARAB BANK 


If you plan to do business in the Arab 
world your strategy should include 
Arab Bank Limited. 

Our focus is on Arab business. More 
than 100 of our branches and affiliated 
offices are concentrated in the Arab 
countries of the Middle East. 

Nobody knows more about the sub- 
tleties of doing business there; we've 


been at it for 54 years. Each branch 
manager is a specialist in his home 
country, steeped in the knowledge it 
takes to succeed there. And our 
network is worldwide, with branches 
in the major financial centers. 

This means, for example, a Hong 
Kong or Singapore manufacturer can 
raise capital in London or Zurich or 


New York, market products or service 
throughout the Arab world, and do it 
all through one bank. The Arab Bank. 

Get to know the Arab Bank. You can 
call us in London (01) 606-7801: in Pari 
359-34-34; in Athens 3255401; or in 
New York City (212) 715-9700. 


ARAB BANK LIMITED 





Hoare Govett. 
Closer to world markets. 


E One of the largest United 
Kingdom and international 
stockbrokers, Hoare Govett 
provides an exceptional 
Capability in the fields of 
Institutional Investment Services, 
professional Investment Research 
and Corporate Finance 


E Hoare Govett deals with most 


of the world's major invest- Å. 


ment houses somewhere 
around the globe. 

This provides outstanding 
placing power and block 
trading capability. 


Hoare Govett is corporate 

broker to over 250 leading 

U.K. companies and has played 

a major role in arranging some 
30% of the aggregate funds raised 
by U.K. companies on The London 
Stock Exchange over the last 

five years. 


LONDON 
Hoare Govett Limited 
Heron House, 319-325 High Holborn 
London WC1V 7PB 
Telephone: 01-404 0344 
Telex: 885773 
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NEW YORK 
Hoare Govett Incorporated 
535 Madison Avenue 
New York, NY. 10022 
Telephone:(212)355 2262 
Telex: 237449 


HONG KONG TOKYO 
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In North America, Hoare Govett W 


provides a research and securities 


trading capability to money man- 
agement firms investing inter- 
nationally. It also assists U.S. 
corporations in their funding 
requirements, investor relations 
and acquisition strategies in the 
U.K., Europe and Far East 


Based in London, Hong 
Kong, Tokyo and Singapore 
its 40 economics and 
financial analysts maintain 
close contact with the 
corporate and investment 
communities worldwide. 


By critical analysis of this mass W 
of intelligence and commitment 
to the concept of integrated cross 
border research, Hoare Govett 
provides its clients with a global 
portfolio strategy backed by a 
comprehensive analysis of 
countries, of industry sectors and 
of individual companies 
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The International Stockbroker 
Members of The London Stock Exchange 
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hen prime ministers start telling parlia- 
ant that the economy is in good shape, 


‘cady: growing edgy about the miners’ 
‘ike, had taken fright on Monday when 
e dockers said they would join them. 
orse was to come. The Bank of En- 
and revealed that monetary growth 
rged last month. Share prices crashed 
d sterling slipped briefly below $1.30: 
; mid-week a rise in interest rates was 
evitable, and duly came: 2%. 
The week had begun hopefully. On 
ly 9th the miners’ strike looked closer 
settlement than at any time since it 
uted. In four days of talks with the 
iners’ executive, the coal board.had 
fered to review its 1984 closure pro- 
amme: with 32m tonnes of output lost 
the. strike, there is less surplus coal 
ourid than there was 18 weeks ago. The 
yard hoped that the miners’ executive 
eeting the following day would get Mr 
cargill to bend his hard line. It did not. 
nd by then, the TGWU (transport and 
meral workers’ union) had called a 
itional dock strike. That strike—just the 
cond front Mr Scargill has always want- 





he cranes stand silent 
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Jid memories, new strikes 


ed—now tiscatens the next negotiations, 


on July 18th, 
really is time to worry. The City, i 
incident.at Immingham. The TGWU sud- 
‘denly took exception to British Steel 


‘The dock strike was sparked by an 


using ‘outside contractors to load lorries 
with ore for its nearby Scunthorpe works. 
The TGWU leadership has been increas- 
ingly frustrated at its members’ failure to 
black the movement of coke and ore for 
steelworks. TGWU members have been 
driving lorries to keep steelworks going in 
Wales, in Scotland and at Scunthorpe. 

Normally when there is a dispute about 
outside contractors doing work reserved 
for dockers, the issue is judged by the 
local dock labour board. But this proce- 
dure was not speedy enough for Mr Ron 
Todd, the TGWU’s new and left-wing 
general secretary. The union made the 
dispute instantly national by demanding 
that port employers guarantee there 
would never be any further breach of the 
job protection scheme. 

The strike spread rapidly. By Wednes- 
day, the seamen’s union was blocking 
freight lorries.on Channel ferries, the 
GMBTU (general and municipal work- 


ers) was calling out its 1, 500 dock mem- 









bers, and the National Union of Railway- 


men had asked its. members 
Channel ferries not to cross the’ i ‘GWU 
pickets at the ports. = 

By claiming to be in dispute with Brit- 
ish Steel at Immingham, the transport 
union hopes it has avoided the unlawful 
act of secondary ‘picketing. How come, 
since dockers in ports such as Liverpool 
or the Port of London had no dispute wit 
their employers? The ‘union’s lawyers 
could easily. invent one, saying that the 
failure of the National Association of Port 
Employers (Nape) to prevent the use of 
outside contractors at Immingham thre t 
ened all dockers. 

That is plausible enough for port 
which, like Immingham, are covered by 
the lifetime employment guarantee of the 
dock labour ‘scheme. The TGWU is: o1 
more dodgy ground in calling for strikes 
in the ports outside the scheme, ones such 
as Felixstowe, Harwich and Dover. 
Dockers here have no dispute with Nape, 
and so no grounds for claiming legal 
immunity for secondary strikes, far less < 
picketing. But the dockers there have, 
anyway, a reputation for labour peace, 
and were slow to respond to the strike 
call. 

The Confederation of British Industry 
was playing the effects of the dock strike 
pretty cool in mid-week, pointing out that 
this. was a slack, holiday time. for manu- 
facturing exporters and for importers. 
Two facts make that coolness suspect. 
First, the newer ports on the east-coast, 
which may defy the strike call, handle 
only about 30% of Britain’s non-fuel . 
exports and imports. Second, if the sea 
men’s union successfully blocks container 
lorries from using Channel ferries at Do- | 
ver, that would hit six out of every 1 
tonnes of freight going tothe EEC ma 
kets that account for overa third o 
Britain’s non-oil exports. The Institute o! 
Directors says it has been showered with 
telexes from members saying they could 
not survive a prolonged shut-down. 

The next round in the miners’ strike is. 
scheduled to start on Tuesday. A high. 
court judge, Sir Robert Megarry, wil 
review the failure of Mr Scargill and. th 
NUM general secretary, Mr Peter Heath- 
field, to comply with an injunction that he 
had granted on July 10th, ‘at the request 
of Nottingham miners, to prevent a spe 
cial delegate conférence changing the 
NUM. rule book to introduce a nationa 
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i went ees Nottingham’ s dele- 






Sir Robert decides: to pursue the NUM 









s- bust-up it has 
only avoided for the Pr: four 


The markets worry . 

_ Strike jitters were the main reason for thie 

_ two-point rise in British clearing banks’ 

_ base rates on July 11th—the biggest jump 
-since September, 1981. True, there were 

_ other factors. The dollar has been moving 
ever upward. So has sterling M3, which. 
rose by 2% last month, making arise at. 





an annual rate of almost’ 15%: since Feb- - 


_ ruary, way above the governments target 
_ of 6-10%. And the public sector borrow- 
_ ing requirement (PSBR) was £3.6 billion 
in the first two months of the 1984-85 
inancial year, against a full-year target of 
£7} billion. But there was the same front- 
end loading last year, without the same 
market panic. 

As the chart shows, sterling M3 was 
ng faster a year ago than it is now. The 
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gates, in the event, had their | ‘say. Butit 


eaders for r contemp! of court, the | govem- 


was roughly the same. In:1983; none of 
this scared the City. Sterling was strong, 


and the banks cut their base rates twice- 


between April and mid-June. 


lio st M i faa I 
with £2.3 billion í in March of B n 
this en, $0 its total in the spring quarter 


housing 


repair costs will be switched from. revenue 


to eel progranm 


Butin 1984, the City feels it has much Int 


more to worry about, strikes apart. A 
year ago oil prices were edging up; now 
they are falling, and the petropound.looks 
less attractive. American interest rates 
are pulling money in from just about 
everywhere, pushing the pound below 
$1.30 for a few hours this week. Recently 
its. effective exchange rate, against world 
currencies generally, had been falling 
too, with consequent risks. of inflation, 


Last July, Mr Nigel Lawson. hada. mini- 


budget to cut the PSBR by £1 billion. He 
might have tightened fiscal policy again 


.this year. Instead, he let interest rates o 


rise—-as he had to, to convince the mar- 
kets that the government hadn't given up 
on inflation. 

Whatever, the prime minister says, a 
2% rise in interest rates on top of }% 
added last week is very unpleasant news 
for her. The building societies were ex- 
pected to raise their mortgage rates, per- 
haps by a full two points, at their meeting 
on July 13th. That is likely to put paid to 
the treasury’s forecast of 44% inflation by 
the end of the year. Dearer money may 
push companies into a new bout of des- 
tocking, and-discourage investment. Eco- 
nomic recovery, already faltering from 
the miners’ strike, is now in real danger. 


Local government 


Liverpool millions, 
Jenkin nil 


After all its huffing and puffing, the 
government this week capitulated to Liv- 
erpool city council’s threats of an illegal 
budget——and set the scene for a full-scale 
rebellion next year by Labour councils 
threatened with rate-capping. Liverpool's 
left-wing leaders were able to crow over 
the decision by the environment secre- 
tary, Mr Patrick Jenkin, to cough up 
some cash and allow a bit of creative 
scouse accounting. The fact that the coun- 
cil itself made compromises is by the way. 
The lesson that will be drawn by councils 
on Mr Jenkin’s rate-capping hit-list is that 
the government can be faced down. 


‘Both Mr Jenkin and Mrs Thatcher have: 


made brave efforts at damage- -limitation. 
There. were no concessions, they insisted. 
All that had been agreed to was a modest 
boost of £2im to Liverpool's inner city 
partnership. money, which was up for 


in an overt job-creati exercise. The rate 
tise for householders will be about 17% 
(the city contributing: over 20%, the coun- 
ty. only 94% )—above the 9% that the 


council had said was its limit, but miles 
below the figure that would have been 


needed if Mr Jenkin had not caved in. - 

It was no secret in the city that the 
council was. pressing. for a deal, partly 
because its union backing had begun to 
crumble (which has not stopped the Mili- 
tant group, which calls the shots.in Liver- 
pool, being accused of a sell-out by its 
allies even further left). The reasons for 
Mr Jenkin’s more dramatic climb-down 
are on the record: as he injudiciously 
admitted .during negotiations, the last 
thing he wanted was to be forced to send 
in commissioners to run the city. 

The government risks reaping a whirl- 
wind next year as a result. At a closed 
conference: in Sheffield. last: weekend; . 
Labour councils met to discuss. possible: 
tactics to beat the rate-capping legisla- 
tion. A consensus was already emerging 
that these councils should follow Liver- 
pool’s example and refuse to set a rate 
until the government coughs up higher 
levels of grant, Scottish councils, led by 
Glasgow, may well adopt the same line. 
And those councils, the vast majority, 
that have obediently cut when they were 
told to cut are going to get angry, as Tory 
backbenchers have already made plain. 

Meantime, the government has to limit 
the damage that. the Greater London 
Council and other metropolitan county 
councils can do during the extra year in 
office that it has been forced to concede 
them. The.main weapon, revealed this 
week, will be to limit their power to sign 
contracts. The threatened councils are 
already gearing up to make trouble for 
Mr Jenkin. Not that he is likely long to be 


the minister who has. to-face them. 


Prison policy 
On parole 


The judiciary cannot make up its mind on” 
an unusual problem: has the home secre- 
tary; Mr Leon Brittan, broken the law?” 
Last October, he gave a swashbuckling _ 
assurance to the Conservative party con- 
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ference that he was getting tough on nasty 
villains by making sure they should stay in 
prison longer. People sentenced to life for 
certain kinds of murder were to stay 
inside for at least 20 years, and prisoners 
doing five years or more for violence or 
drug-trafficking would not, unless their 
circumstances were truly exceptional, get 
parole, except for the odd month, per- 
haps, at the end of their sentence. Cheers 
from the law-and-order brigade, who had 
been disappointed by their failure to 
bring back hanging, and were to be fur- 
ther disgruntled by the more sensible side 
of Mr Brittan’s new parole policy, which 
makes it easier to release prisoners serv- 
ing comparatively minor sentences. 

Not everybody was so pleased. Four 
men now in prison challenged the legality 
of the tough side of Mr Brittan’s new 
policy. Last month in the high court Lord 
Justice Parker ruled Mr Brittan within the 
law, though criticising his decision, taken 
in accordance with the new policy, to 
return to closed establishments some pris- 
oners, including two of the four, who had 
been moved to open prisons as a step 
towards parole. But Mr Justice Forbes 
(himself a former member of the parole 
board) upheld the prisoners’ case. Be- 
cause the high court was split, the case 
went to the court of appeal. On July 6th 
the three judges who heard it there de- 
clared that they too were divided. Two of 
them, including the Master of the Rolls, 
Sir John Donaldson, backed the home 
secretary, but Lord Justice Browne-Wil- 
kinson dissented. The case will now go to 
the house of lords. 

Within the law or not, Mr Brittan’s new 
policy is unwise. Prison governors and 
warders fear that, with no hope of early 
release or parole, those serving long or 
life sentences will have less incentive to 
behave well inside. Mr Brittan has effec- 
tively stolen the right of the judges to 
recommend a minimum sentence for lif- 
ers, and hampered the decision-making 
of the parole board and its 95 prison- 
based local review committees, which 
first consider prisoners for parole. 

Release on parole is not granted to all 
and sundry. Less than half the life prison- 
ers referred to the parole board are 
recommended as suitable for early re- 
lease. In 1983 only 14% of those sen- 
tenced to more than five years for vio- 
lence or drug-trafficking were 
recommended for parole at their first 
review, which comes up after they have 
served a third of their sentence. 

The nature of the crime is supposed to 
be only one of the factors taken into 
account when prisoners are considered 
for parole. The new policy gives it over- 
riding importance. The parole board has 
insisted on continuing to do what it was 
set up to do and always has done: exam- 
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Terrible swift sword 


Act of God? 


On July 6th the Archbishop of York duly 
went ahead with the disputed consecra- 
tion as bishop of Professor David Jen- 
kins, whose acceptance of Christian doc- 
trine is less than self-evident to simpler 
folk. On the night of Sunday, July 8th, 





ine each case individually, taking into 
account things like personality, home 
circumstances and behaviour in prison. 

Under the new policy, the parole 
board’s role will be reduced to little more 
than a formality in serious cases. It will 
either have to take note of the new policy, 
in which case its painstaking work on 
getting to grips with individual cases will 
be wasted, or continue to make decisions 
on the same criteria as before, and expect 
to be overridden by the home secretary. 
Its only hope will be to persuade him that 
cases are indeed truly exceptional. It has 
not managed that in a single instance 
since the new guidelines came into effect 
last December. 


Nigerian kidnapping 
Dirty tricks 


Alhaji Umaru Dikko, a well-known Nige- 
rian former minister, still a millionaire 
and now a London resident, spent the 
week recovering in hospital from drugs 
administered without his consent. The 
anaesthetics—meant to keep him quiet in 
a crate for a flight home to Lagos by 
Nigerian Airways—had been skilfully dis- 


the roof of the south transept of York 
Minster, one of the most glorious of 
Britain’s Gothic buildings, burst into 
flames. Not arson, just lightning. The 
insurers, the Ecclesiastical Insurance Of- 
fice, will pay for the rebuilding. 


pensed. It was diplomatic convention that 
looked sickest after this deplorable event. 

On Thursday, July 5th, Mr Dikko had 
been bundled into a plain van outside his 
home in Porchester Terrace, London. 
Later the same day police at Stansted 
airport, near London, opened crates con- 
signed by the Nigerian high commission 
to the ministry of external affairs in 
Lagos. Two smart high commission cars 
were parked nearby; a man in charge of 
the crates identified himself as a “couri- 
er” from the high commission. The boxes 
could be opened because they were not 
correctly labelled to qualify for diplomate 
ic protection. Inside were four men, two 
by two. One was Mr Dikko, in a stupor 
and with a tube down his throat. 

On July lith, four men were charged 
before a London court with kidnapping 
and drugging Mr Dikko. One was a 
Nigerian diplomat not accredited to Brit- 
ain, who could not, even had he wished, 
claim diplomatic immunity. One was a 
recent migrant from Russia to Israel, now 
a consultant anaesthetist at a hospital in 
Petah Tikvah—‘“a nice doctor with a nice 
family”, according to one of his col- 
leagues. The other two were also Israeli. 
All were remanded in custody for a week. 

The Nigerian military government, 
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How much on the line? 


Britain had more than pride at stake in 
deciding how to handle relations with 
Nigeria: namely, £1.2 billion a year in 
trade, over £2 billion in direct invest- 
ment, £600m in government-guaranteed 


trade debts and another £1 billion or so 
in unguaranteed payments due to British 
companies. How much of it is really on 
the line? 


Trade sometimes follows the flag. 
Britain broke diplomatic relations with 
Libya towards the end of April. Provi- 
sional trade figures for May will show a 
31% drop in British exports to that 
country, though a single month’s figures 
could be quirky. 

Nigeria, black Africa’s richest coun- 
try, is a big outlet for Britain, a small 
supplier. In 1982, it took £1.2 billion of 
British goods, mostly manufactures and 
transport equipment. But the Nigerians 
were running out of foreign exchange in 
1983, and took only £800m-worth. In the 
first five months of 1984 the figure was 
down further by a quarter compared 


with strong popular support, wants to try 
Mr Dikko for stealing huge sums of 
money. Since he would be tried before a 
secret tribunal, with extra-legal proce- 
dures and rules of evidence, no British 
court could issue a warrant for his extradi- 
tion to face charges there, even on good 
evidence, which has not been produced. 
It is not yet clear whether the Nigerian 
authorities will accept any share in the 
blame for the Dikko business. But at first 
they did get involved, by blocking the 





with the same period a year earlier. 
British imports from Nigeria run around 
£350m-400m a year. This is mostly oil, 
but Britain is also Nigeria’s biggest mar- 
ket for its modest non-oil exports of 
things like palm oil and cocoa. 

Much of the flow of goods is between. 
British-based companies (Unilever, eg, 
or Paterson Zochonis) and their Nigeri- 
an subsidiaries. This is unlikely to 
change—unless Nigeria nationalises the 
lot in retaliation. A 1981 survey put the 
book value of British investment in Nige- 
ria near £4 billion, but that did not count 
banking, insurance or oil. Today the 
market value of all British investment in 
Nigeria could be over £2 billion. 

British construction companies look- 
ing for Nigerian contracts (which feed 
through to trade figures when the equip- 
ment orders come in) may find govern- 
ment doors in Lagos slamming in their 
faces. But they have been losing ground 
anyway to competitors from West Ger- 
many and Japan, in particular; and Nige- 


departure from Nigerian airspace of a 
British Caledonian aircraft and detaining 
its passengers and crew until the Nigerian 
machine had been allowed to leave 
Stansted. This week the Nigerian high 
commissioner was called home for ‘‘con- 
sultations”. As for the Israelis, everyone 
is staying stumm. 

How should the British government 
react? The affair is less nasty than that of 
the recent killing of a London policewom- 
an by shots fired from the Libyan “‘peo- 
ple’s bureau”. The murderer(s) then got 
away scot-free with—or as part of—the 
“diplomatic” staff when Britain broke off 
relations and threw the whole lot out. 
This time, nobody is dead and four peo- 
ple will, presumably, be tried. 

But there has still been a gross breach 
of diplomatic convention, by at least 
some members of the largest diplomatic 
mission in London (122 Nigerians in Lon- 
don at latest count, well ahead of the 
United States’ modest 79 in London)— 
and that, it seems hard to doubt, with the 
foreknowledge at least of somebody in 
their home government. 

The Nigerians are not the first people 
whose dirty tricks departments have been 
let loose on British soil. Mr Georgi Mar- 
kov, an expatriate Bulgarian working for 
the BBC, was murdered in 1978 by poison 
poked into him on the tip of an umbrella. 
The South African embassy was caught 
out in 1982 organising illegal arms pur- 
chases, and is suspected of organising 
burglaries of its critics’ premises. 

Libya’s official terrorists have set off 
bombs, and murdered at least one person 
and threatened others, before they killed 


ria’s demand for expensive investment 
projects has faded as its economic prob- 
lems have grown. The biggest threat to 
trade is that British companies may 
eventually get fed up with Nigeria’s non- 
payment of trade debts running back a 
couple of years and mothball their local 
operations. 

The biggest loser could be the British 
government itself. With Nigerian liabil- 
ities of up to £600m, its export credits 
guarantee department (ECGD) is the 
most exposed of all official export credit 
agencies. Like the others—France’s Co- 
face, West Germany’s Hermes, Ameri- 
ca's Eximbank—ECGD wants to refi- 
nance its Nigerian debts through a 
syndicated commercial bank loan, but 
not until the Nigerians reach an agree- 
ment with the IMF on a $2.8 billion-3.2 
billion programme. This they have been 
slow to do—and ECGD, meanwhile, has 
run out of money. The creditor countries 
are pledged to present a united front. 
But creditors cannot always be choosers. 
If they break ranks, the ECGD could 
find itself at the unpopular end of a very 
long queue of creditors. 





the policewoman. A fatal explosion in 
London in December, 1981, seemed to 
have an Iranian diplomatic link. Israelis 
have not previously been caught at work 
in London, though their murder squads 
have been active elsewhere in Europe. 

Even before the Nigerian kidnapping, 
British opinion had been angered by the 
recent revelation of the number of 
crimes—about one a week, from rape 
downward—committed by diplomats in 
their capital. But these individual of- 
fences pale before those that are officially 
inspired. 

Two general answers are being urged 
on the British government: to expel the 
guilty not with discreet winks and nods 
but with the full glare of publicity (which, 
given Britain’s popular press, would be 
quite a glare), and to restrict the catego- 
ries of diplomatic imports immune from 
inspection to documents and software. As 
The Economist went to press, the govern- 
ment was non-committal over Nigeria, 
where there is more at stake than there 
was in Libya. 


Higher education 


Please, sir, we got 
our sums wrong 


Even governments sometimes admit their 
mistakes. This week Sir Keith Joseph’s 
education department confessed that the 
number of qualified students wanting to 
go to universities or polytechnics is likely 
to be much higher than its previous esti- 
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ocial security 





ty is far and away the largest 
af biie ape i 
administer- 


How could it be mite 
sing a lot more of because some sections 


“others. In a book* published this week, 
three researchers from. the Institute for 








ing reform of the mechani: 
~ istering. benefits from th 
distribution. They. suggest a 


replicate—mo: l imply and siticient\y 
the present distribution of benefits or, 


poverty, could save:£10 bil 
Their central proposal. is for: a system 
of “benefit credits”. Their. amount 


_ number of children ina family, for 
“instance, or its housing costs. People 
with no other income would get the 
credit in full; others would get a propor- 
tion of it, according to their income 
level, up to some cut-off point: The 
difference between the. individual’s 
benefits due and income tax owed would 
be paid out, or collected through, the 
pay packet, for those in work; through 
» ‘the post office and department ‘of health 
and social security for pensioners and the 
unemployed. Everybody, effectively, 
¿would have to fill out a (simplified) tax 
return each year, with individuals, not 
employers, providing information. 
Under such a system..it would be 
possible, the authors. demonstrate, to 
‘reproduce very closely the incomes peo- 
ple are supposed to get from the present 
system of taxes and benefits. It is techni- 
/o-eally possible to design a system which 
“would pay to 88% of families ‘incomes 
within 1% of their present level, and to 
95% incomes within 3%. 
a. What about the separate question of 
“who gains and who loses? , 
At present, almost half of all expendi- 
ture On pensions, and over three quar- 
ters of child benefit, goes to people who 


















‘= would still be above the “poverty line” 
(the level below which supplementary 
.¢ enefitis now payable) without it. These 
-- “unneeded” benefits exert constant 
-< downward pressure on the tevel of bene- 
. fits paid to the poorest, because they 
-increase the total cost of raising them. 

What if the system were instead en- 
: c nrely redesigned, ask the IFS research- 
“ers; to concentrate state aid exclusively 
on’ the relief of poverty? Forget the 
atrophied: national insurance principle; 
abandon the idea of redistributing from 
the childless to families or from the 
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complicated, confused and inefficient. 












of the population would lose income to- 


Fiscal Studies argue the ca: for separat- 


concentrated exclusively on the: relief. of, 


do not strictly need what they get—they , 


middle-aged to the old and young; ig- 


fore those who argue that benefits have 
“to be paid to everybody if they are to 
.command widespread political support. 
What could be done?.. . 


The IFS authors propose changes that. 


rates of tax and benefit: 


@ Pensions would be replaced with a 


credit worth the same as at present to. 
anybody .with no other income, and’ 
‘progressively . Jess 
point. Pensioners with more than about- 
in- £500 a week of the 
nothing, but almost 
- . still get something. Saving: £2} billion. 


a high cut-off 


© Replace child benefit similarly. Here 


the cut-off point would be such that two: 


out of three children would be in house- 
holds receiving,.no benefit. Saving: £3 
billion. 


© Convert the married man’s allowance _ 


into a “dependent spouse” benefit, sav- 
ing £4 billion. 
@ Scrap the age allowance, which cur- 
rently benefits only middle-income pen- 
sioners. Savings: £3 billion. 
@ Replace housing benefit with a new 
credit to cover 80% of housing costs of 
the poorest. Those on about middle 
incomes upwards would get nothing. 

The IFS researchers point out that £5 


billion saved would be enough to reduce _ 


the basic rate of income tax to 25%. The 
other £5° billion could go to improve 
benefit credits, giving an extra £5 a week 
to each pensioner and substantially more 
to the poorest families with children. 
The number of households with incomes 
below 120% of the supplementary bene- 
fit line would fall by 0.9m to 2.2m. 

The main advantages of the adminis- 
trative reform include simplicity, a high- 
er take-up of benefits, fewer means tests 
and an’end to the “poverty trap” in its 
most extreme form. But far more people 
would have to fill in tax returns. 

The changes in distribution would go 
deeper. First, while over lim of the 


would save £10 billion a year at current | 


‘own, would -get 
old people would `: 


cunti s 193m households would be at 
least as» well off as they are now, the 
remaining «8m. would be worse’ ol 
frightening thought for politicians: 
main losers would be better-off families 
and pensioners. The gainers would be the 
poor-—especially poor pensioner house- 
holds;.the proposals would almost com- 
pletely eliminate poverty among the old. — 
The most obvious disadvantage of this 
aspect of the reforms is that many more 
people would face the high marginal tax 
rates of the “poverty trap’ One fifth 
the working population would have a 
marginal tax rate of 84% (although most 
of the others would find th : 
rate slightly reduced). This is inev ; 
The more exclusively any welfare system _ 
is aimed at ensuring poor households a- 
basic minimum income, the higher 
marginal tax rate faced by those tr 
work their way above that minimum, 
The only way (see below) to ensure a’ 
smoother progression: of marginal tax 
rates is to make the cut-off of benefit less: 
sharp—which means either giving less to 
the poor or giving more to almost every- 
body, including some who are not poor. 
That is very costly. The IFS has simply 
picked the solution which, for a giv 
total cost, most effectively relieves 
poverty. 
The IFS proposals demonstrate, first, 
that it would be possible to achieve 
dramatic simplification. of the socials 
curity system (and large cuts in public- 
sector manpower) without radically al- 
tering thee distribution of incom 
second, that it is not necessary to have’ 
high levels of public expenditure, and’ 
corresponding ‘tax burdens, to achieve 
the efficient relief of poverty. ‘Both 
points should appeal to the present gov- 
ernment. But would it be prepared: t 
accept the political flak from, better- 
pensioners and families? And. is the 
relief of poverty the-only proper goal for 
the welfare state? 



































* The Reform of Social al Sectirity, By A.W 
Dilnot, J. A. Kay and C. N.“ Morr 
Clarendon Press: OUP £3.95 paperba 
£10 hardback, 





The poverty trap 

The state can (graph A) bring every poor 
family’s total income just above the ` poverty 
line”. But then those earning less face a 100 
marginal tax rate: an extra £2 a week from the 
employer merely means £2 less from the 















extra £2- earned will, cost only, eg, g1 
benefits. Ithasn't cost the state a penny mo 
Trouble is, some people will now. still be bel 
the poverty line, 

Solution; graph Cno 100% ‘tax, no poor 





state. So? Taper the cut-off (graph B). Now an _either-—-but look atthe extra:costto the state. 
2| O Q Q 
g The trap opens- 

» | These people are but some people Hey presto, 

£ %]| caught inthe haven't enough the poor 

8 $ poverty trap to live on vanish —. 
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Poverty line 


The state 
pays all this 


Poverty line 
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BRITAIN 


mates until well into the 1990s. 

The department last year published 
forecasts predicting a dramatic drop in 
the demand for higher education as the 
number of 18-year-olds falls during the 
next decade. The inference quickly drawn 
by Sir Keith was that cash should be cut in 
line with numbers. His alarming hypothe- 
sis of a real cut in the universities’ funds of 
2% a year was built into a questionnaire 
sent out by the university grants commit- 
tee (UGC) last autumn. 

Reaction to the forecasts from the 
doyens of academe was swift. What about 
growing middle-class demand, higher fe- 
male participation and the increase in 
mature student numbers?, they splut- 
tered. Their protests have paid off. Back 
come Sir Keith’s professionals with their 
tails between their legs. Yes, they admit, 
they did leave out a few things last time, 
particularly increasing demand from ma- 
ture candidates. They now expect de- 
mand for higher education places to re- 
main at least at the current level until 
1990. Their forecast for 1996 is 15% up on 
the one they made last year. 

This worthy confession of error puts Sir 
Keith in a spot. In the light of the new 
demand forecast, his proposed cuts really 
do look savage after all. The UGC’s 
report, based on its questionnaire, will go 
to Sir Keith at the end of the month. A 
green paper on the future shape of higher 
education is expected in response by the 
end of the year. The new forecasts have 
made a revision of government spending 
plans for higher education unavoidable. 


Buses 
The freedom road 


More than one passenger journey out of 
every ten made in Britain is by bus, and 
most bus passengers are rather poor. Mr 
Nicholas Ridley, the transport secretary, 
wants to give these passengers the Tory 
benefits of privatisation and competition. 
The doctrine may, this time, match the 

arket. And those who see buses as a social 
service will be less angry than they could 
have been: unprofitable rural services have 
been spared the competition broom. 

At present, if you want to run a bus, 
you need two sorts of licence. The opera- 
tor’s licence shows you are a decent sort 
who will not let wheels fall off or drivers 
get drunk. The road service licence—an 
elusive beast—is obtainable from the de- 
partment of transport’s traffic commis- 
ioners, who must take account of the 
objections of anybody already running a 
service on the chosen route. Since 1980 
the commissioners have had to be con- 
vinced that a new service is against the 
public interest, if it is to be denied leave 
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In omnibus libertas 


to operate. But the public has usually 
meant the existing operator. And he is 
almost always in the public sector, wheth- 
er a local authority or a nationalised bus 
firm. Only 8% of local bus services are 
run by private operators. 

Mr Ridley wants to change all that. His 
new white paper on buses scraps the road 
service licence outside London. (The cap- 
ital is in a state of flux anyway, while 
London Transport under the Greater 
London Council is transformed into Lon- 
don Regional Transport under central 
government.) Buses—defined as any ve- 
hicle which carries passengers over a set 
route for less than 30 miles—will now be 
subject to the same rules as long-distance 
coaches, which were freed of the need for 
a road service licence in 1980. 

Since the liberalisation of coach ser- 
vices, fares have been slashed—by an 
average of 40% between 1980 and 1983. 
But this is thanks largely to the fact that 
National Express, the coach subsidiary of 
the National Bus Company (NBC), has 
been allowed to price competitively for 
the first time. It swiped business from 
British Rail, and increased its share of the 
coach travel market after it was decon- 
trolled. Independent operators, without 
established routes in marketing or termi- 
nals, have not had as much of a look in as 
the government had hoped. 

Buses, on shorter journeys, need less 
marketing and planning. People do not 
book them, they walk on to the street and 





(if they are lucky) climb aboard. Public- 
sector bus concerns will not be able to 
squeeze out new operators, because they 
themselves will be transformed: the prof- 
itable NBC will be sold off. 

Local authority bus services will not be 
compulsorily sold off—yet. Mr Ridley 
wants them to be reorganised as compa- 
nies owned by the district council. Local 
authorities will be allowed to continue 
subsidising unprofitable rural routes—but 
they will be expected to put them out to 
tender. 

The more popular routes can bring 
their own problems. A general free-for- 
all, with an unlimited number of buses 
competing for passengers, can undoubt- 
edly reduce fares. It already has in Here- 
ford, which has been a guinea-pig for 
liberalised bus services. But there are 
doubts about the safety of jostling buses 
at stops. More bus services do not neces- 
sarily mean increased frequency. Com- 
peting operators, like some competing 
airlines, may arrange their timetables to 
match their competitors’. 

Mr Ridley’s white paper introduces one 
new (to Britain) form of transport: the 
shared taxi, somewhere between a con- 
ventional cab and a bus in both comfort 
and price. Taxi licensing has recently 
been moved from the home office to the 
department of transport, as a reflection of 
the growing feeling that there need not be 
a strict dividing line between taxis and 
buses. 
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The Dutch television journalist was 
puzzled. He had exhaustively toured the 
estates of new factories which have sprung 
up around Corby but obviously felt 
something was missing. 

“Where is the steelworks?” he asked. 

I admit that I searched the horizon 
for the sprawling black spiderwork that had 
been Corby’s reason for existence for half a 
century. We were too late, of course. The 
works was flattened within two years of the 
closure announcement in 1979, 

“When you have a heart transplant, 
you don’t keep the old one,” explained an 
official. “Besides we need the land” 

Too little time has passed to com- 
pletely exorcise old ghosts and prejudices, 
but Corby’s new heart—its enterprise zone 
—has made respectable advances in that 
direction. It has been beating strongly since 
the transplant in 1981, helped by the 
transfusion of something like £65m from 
the EEC and more than £27m from the 
Commission for New Towns. More than 
1.5m sq ft of space has been built and the 
job tally is close to 4,000— mainly from 
companies coming into the area. 


SELF-SUSTAINING GROWTH 

The question now is whether growth 
can continue when the transfusions run 
dry. All but 11 acres of the 279 acre EZ have 
been allocated and an extension refused —a 
sign of its own success. The whole system 
of regional development grants is also 
under close scrutiny by the Government. 
Also investors will be looking for signs of 





Location, location and location. 
by David Lawson 


Some promising factors have emer- 
ged. For instance, Corby was judged by 
independent assessors Roger Tym & 
Partners as exceptional among Britain’s 
enterprise zones for attracting new com- 
panies over long distances, which shows it 
has an advantage of a good location. And as 
the old adage goes, the three most 
important factors in judging a successful 
property investment are location, location 
and location. 

The head of R S Components, the 
largest electrical parts distributor in the 
UK, which has set up a slick 315,000 sq ft 
£14m headquarters on the EZ, is reported 
as saying you don’t jeopardise a company 
for the sake of grants worth a few months’ 
profit. He chose Corby not only because he 
was offered a big enough site to expand—R S$ 
has grown by 10 times in a decade — but also 
because the town is slap-bang in the centre 
of the country. 

R S Components was a prize catch 
worth far more than the promised 600 jobs. 
It is a household name in a growth industry 
and will influence others in the field to look 
with less scepticism on. the area. Com- 
modore should have a similar influence. 
It is one of the first foreign companies to 
set up micro-computer manufacture in the 
UK, and one of the top three names in the 
business. High-tech companies often move 
in herds, each watching what the others 
are doing. 

These growth companies are impor- 
tant not just because of their image but 
through the way they can spin off demand 
for other products and services. 


That raises hopes for a fledgling 
office market, another facet which would 






David Lawson was chosen as Newspaper 
Journalist of the Year by the 
Institution of Chartered Surveyors for 
contributions on the 





















newspapers following a degree in town 
planning, and writes widely on housing and 
commercial property. 






attract private investors, as well as creat- 
ing jobs, 

£12M OF INVESTMENT SALES _ 

It would be wrong to leave the 

impression that the private sector has not 


already played a part 
Corby. Wilson & 





allowances. More than 900,000 sq ft ha 
been built by the private sector either 
letting or owner-occupation. 


The letting progress of the 360,000 sq ft 
now being planned outside the EZ will bea 
crucial factor, but so also will be the overall 
growth in rent levels by which investors will 
measure potential. These have risen by 
about 25 per cent in the last three years 

between £2.25 and £2.40 a'sq ft on the EZ, 
and it remains to be seen how much 
Progress they will make outside the zone. _ 


Whether a strong market evolves by | _ 


the time the EZ runs out at the end of the 
decade probably depends on whether the 


Corby team are given the time and money | 


to complete what has been a remarkable 
Piece of reconstruction. 


This article is number eight of a series. They will 
be published together as a brochure entitled 
The Ecorbyist. 

Copies will be available from 
Industrial Development 


> 


Corby 
House, Queens Square, Corby, Northants, RS i 
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. The growing importance of the profit contribution 
derived from oil operations is highlighted by Mr. F. E. 
Zollinger, the Chairman, in the Annual Report of 
-Imperial Continental Gas Association, the British- 

- based enterprise with diversified interests in energy- 
»otelated industries. 


On i 
Noting that the oil operations subsidiary, Century 
Power and Light, raised its pre-tax profit from £1.49m to 
£14.43m, the Chairman writes: “The Maureen field 


came onstream in September 1983, thereby providing 
us with a sizeable new flow of revenue. The appraisal of 
reviously identified oil and gas prospects continues to 
e actively pursued and the exploration of other blocks 
has progressed in keeping with our policy of expanding 
North Sea operations. Plans forthe current year 
provide for the drilling of gight exploration wells. Inthe 
same spirit, we have started to build up our oil activities 
inthe United States,” 


- CALOR 
< Of progress.at Calor, the leading national distributor of 
LPG which raised its pre-tax profit from £19.32mto 
<: £23.77m, the Chairman comments “The results are 
“indeed gratifying. The energetic measures taken to 
reduce costs will be intensified and the efforts to open 
“up new markets expanded.in particular, Calor intends 
< to establish itself firmly in the field of central heating for 
< individual homes as well as new housing estates. 
Underground storage facilities will, beginning next 
year, enable it to buy large quantities of LPG during the 
summer months when spot prices are normally 
cheaper.” i 








Years ended 31st March i 


1984 ——— `1983 

£50.0m —  £38.5m +29.9% 

£34.6m £29.1m +18.8% 
26.7p © 2286p +16.8% 


12.5p 10.6p +17.9% 


COMPAIR Oe ga 
Noting that CompAir, in the face of exceptionally 
difficult conditions, sustained a'small pre-tax loss, the 
Chairmancontinues: “The compressed air equipment 
industry in the UK and overseas suffered from the 
effects of inadequate demand and excess ; 
manufacturing capacity. There are now indications that 
this sector is experiencing a cyclical upswing. The . 
combined impact of enhanced productivity within 
CompAir and the strongerdemandevidentforthe 
major part of its products should have abeneficial 
influence.” pg PD gag 


BELGIUM oe , 
Regarding the Group's investments in Belgium, the: 
Chairman points out that both the economicand > 
political climates have progressed favourably and that 
the economic position is now noticeably sounder. The 
regular progression in Petrofina’s profithas been well 
maintained and, in the light of the recovery in most 
major world economies, should prove sustainable. 


OUTLOOK 
Ofthe current outlook he states: “Due tothe eminently 
satisfactory outputof Maureen and with steady crude 
prices, we can, | believe, expect a significant further 
improvement in Century's results. In the case of Calor, 
the weather factor will continue to play an important 
role but the underlying trend is positive. Our Belgian 
investments should continue to show a steady growth 
of income. For Compair, the immediate future may 
bring no more than amodest improvement but should 
be followed by a period of material recovery.” 


Copies of the 1984 Report and Accounts 
can be obtained from: 
imperial Continental Gas Association 


14 Moorfields Highwalk 
London EC2Y 98S. 








n-EMI is buying Britain’ s state- p 


-| backed Inmos chip company for 
~ £125m. The government will get” 
£95m for its 76% shai 


|. American antitrust officials sopeoien at 


Texaco’s $10.1 billion takeover of 


| Getty Ol. 


| Jean Godeaux, president of the 
National Bank of Belgium, was 
* appointed (caretaker?) president of 


<|- the Bank for International 


Settlements. 


| The governing council of the 
London Stock Exchange decided it 


_| - will end the separation of functions 


between stockbrokers and 
stockjobbers. 


Australia’s ruling Labor party voted 
to let a few foreign banks be 
established in the country and to 
continue uranium mining and export. 


| The salary of the average British 
businessman or business manager 
rose by twice the rate of inflation in 
the past two years, to £15,600 a 
year, while the size of his company 
shrank by 20%, according to the 
British Media Research Committee. 


The Opec meeting in Vienna agreed 
to allow Nigeria to breach its 1.3m 


Corporate scorecard 


Period 
Qun 24 


Company 


Y. March 31 


-. Caterpillar Tractor 


H Jun’ 30 


H Jun 30 
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“| barrels-a- ay output quota by 
“| 100,000 b/d in August and 150,000 ` 


| Thomas dok; Midna Bank's 
travel subsidiary, will issue travellers’ 


cheques in the European currency 
unit, the ecu, from next year. 


Israel was hit by a wave of pre- 
election strikes, affecting ports, 
airports, banks'and the civil service. 


Britain's transport union called a 
national docks strike after 
contractors loaded iron ore at 
Immingham docks on Humberside 
that dockworkers had refused to 
handle because of their support for 





coal miners’ efforts to curb steel 
production. The miners’ union 


continued to work, 


‘America carmakers have been 


Rio Tinto-Zinc bought ub Andih Y. 
15% of Britain's newly-privatised 
Enterprise ” togiveita 29. B8% 


share: 


The pubi ishers of Singapore's 
main English-language newspapers. 
Daily Monitor and Straits Times (an 
its associate), agreed to merge: 


Japan has overtaken the United 
States as the leading supplier of 
goods to Saudi Arabia, according k 
America's commerce department. 3 


Apple Computer plans to double its 


manufacturing capacity for 
Macintosh computers by 


the year. ‘Shaking IBM to 


The IMF. prescribed austerity and 
devaluation for New Zealand— 
embarrassing Robert Muldoon, the 
prime minister, ahead of electioni 
on July 14th. 


Economic and financial indica 
are on pages 97-98. 


The Silicon Valley amas has done even better than 


(~55)¢ 


of the semiconductor industry. : 
Britain's nationalised steel | company has halved iis | i 


the 18-week miners’ strike ‘stands in the way of cont! 


recovery. 


America and the world's. bi 
equipment. group scraped be 


st muck-raking and construction 
k into profit in the second quarter. - 


Circulation of the Wall Street Journal and Barron's are down, but | 
Dow's electronic news retrieval service is booming : 


A write-off of bad loans accounts for most of the loss from the 
Franklin National. Bank, which is jointly owned. by” six 
European banks. 


California-headquartered Kaisar overcame the attects of 
aluminium prices by shipping more finished products. 


Sales of video cassette recorders and office automation o 


ment should give the Japanese company record. earnings ths 


yerage a exchange rates..** Based on local currency sauras, trotar profit } 





RIUNIONE 
ADRIATICA 
DI SICURTA’ 


MILAN - ITALY 


The Annual General Meeting of Rimione HIGHLIGHTS OF ACCOUNTS (E) 0 re oN 
didatica di Sicura was ‘held in Milan on RAS ONLY, DOMESTIC AND FOREIGN BRANCH OFFICES 5 
i > 1984 with Mr. Franz Schmitz in : nadie Pe aan oat 
The Meeting adopted the 
pany's Accounts for the year ended 
34st December 1983, highlights from 
which appear on the right. , 
Á dividend of Lit. 950 per share . was 92,150,154 
o declared on all shares ranking for dividends et — 
‘as from ist January. 1983. we 


heir Report, the Direetors emphasise 

favourable effects. of management 

cy during the year, which resulted in 

overall improvement in claims ratios 924 444 937. 








dn the third-motor labilty ~ ——— er er aoa. 
int, where a substantial underwriting: 2,521,755,994 
eficit was again incurred) and enhanced ees ee: 
pr tivity as reflected in higher margins, 36.408841 





Ofthe Company's total premium income 

Lit 1173 bi, Lit 852 bn. represented 
| primary business. written in Italy, which 
rose by 17.7 si, l 


i, 


owth in the Life Branch was particu- 
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Barely noticed, every measure of steel’s 
health has improved this year. World 
production is rising at an annual rate of 

“over 15%. prices have increased 3-7%+ 
steelworks are operating at. two-thirds 
capacity instead of only half, as they were 
a year ago. But the measure that cheers 
most is the increasing number of used-up 
steelworks that are being closed. 

Europe is in the van. According to the 
EEC. commission, ‘which manages the 
world’s biggest steel market outside the 
communist block, companies have agreed 
to shut 30m tonnes, or 15%, of. their 
annual- capacity before the end of 1985. 
This is 3m tonnes more than the commis- 
sion had.asked. for under the Davignon 
plan. Under that plan,. producers get 
subsidies for rationalisation and are al- 
lowed to close the least efficient bits of 
their business in return for promises from 
other producers not to compete in the 
businesses that are left. 

Two of the countries which have post- 
poned cuts longest are falling into: line: 
Belgium is reducing capacity by 5m 
tonnes; Italy by 6m tonnes. France plans 
to make a quarter of its steelmen redun- 
dant and will shelve plans for a big new 
rolling mill. Whether all the planned 
reductions will actually be made depends 
on the relatively efficient West German 
producers, who have the biggest capacity 
in Europe (around 61m tonnes last year). 

They talk about closing 10m tonnes of 
that before 1985, when all subsidies are 
supposed to be scrapped—-but then com- 
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plain that this imposes an unfair burden 
on them. They note that, between 1975 
and 1985, they will have received only 6% 


of the subsidies paid to common market. 
steel producers by national governments... 
even though they account for a third of: 


total production. 


In America, 7m tonnes, or 5%, of: 


capacity was shut in 1983, and another 7m 
tonnes will go over the next two years, A 
third of this was for making steel in open- 
hearth furnaces, which was new technol- 
ogy when Ulysses Grant was president. 


The rest comes from closing less obsolete a 
plants. The biggest company, US Steel, is ` 


set to rid itself of 6m tonnes of capacity by 
the end of the year. 


Japan is catching on. Its 159m tonnes of _ 


capacity produced only 97m tonnes of 
steel last year. Nippon Steel, the world’s 


biggest steelmaker, but with a mishmash ` 


of eight separate sites and 25 blast fur- 
naces, is shutting 15% of its capacity in 
the next two years and shedding 2,400 
jobs. The Japanese big five all plan to 
reduce investment. 

Steel companies are working closer to 
capacity almost everywhere, thanks in 
part to the cuts made so far. During the 
second quarter of this year, steelworks in 
the EEC were operating at 65% of capac- 
ity and in Japan at 67% of capacity. In 
America (which uses a bit different defi- 
nition of capacity) utilisation reached 
75%. At the bottom of the trough in late 
1982 it was 59% in Japan, 47% in the 
common market and 37% in America. —. 
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Time this went down the drain __ 


Fewer mills.are now making 
steel. In the five months to May 3 
steel companies in the non-communis 
world produced 186m tonnes of 
17% more than in the year-earlier peri 
This well outpaced the 8% rise in i 
trial output in the year to March in th 
OECD countries. The biggest rise came 
in America, where steel output rose 31 
Companies are now producing nearly as 
much as when the previous boom was at 
its loudest in early 1979, a 

After 6% annual growth had taken 
world demand from 190m tonnes in 195 
to 697m in 1973, the big steel companies 
decided they needed plenty of spare ca- 
pacity so they could increase ou 
demand picked up. The capaci 
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nly two of E Jaran s top ‘five compa- 
, Nippon Steel and Kawasaki Steel, 
re profitable in the year to March. if 
re-trading profits are excluded, the big 
lost $425m between them. Three of 
ix American steel companies 
money in the first quarter, but 
of their collective $180m_ profit 
lly c ime from non-steel activities. 
bi French nationalised steel 










ich use scrap metal, not 
ir main raw material. 
«mills are running at more 
80% of capacity; their labour costs: 
ow (about 25% less than those of 


or more in an integrated Corks 
y h e increased their share of the 


production from 4%. to “10%, 































On July 12th, Greece and Russia signed 
~ the sort of co-operation deal that dreams 
are made of. Under the agreement, 
Russia will help finance and build a 
$500m alumina plant near the bauxite 
ines of Mount Parnassus. It will then 
buy back two thirds of the plant’s annual’ 
output of 600,000 tonnes for the first 10 
years of production: at an indexed price 
based: on a 33% premium on world 
tices. Aluminium’s free market. price 
s fallen. 21% so far this. year and. the 
industry is embarking on a new round of 
capacity cuts. So the deal, which minis- 
“ters in Greece's socialist government: 
describe as “capitalism between consent- 
Jo ing adults”, has some Greeks pinching 
themselves. 
= Greece has the biggest bauxite depos- 
. its in. Europe. It has been: trying. to 
> arrange a deal like this for a decade. 

Taiks in the 1970s with the North Ameri- 
© ean and French aluminium. companies 
that. dominate the industry came to 
nought. The Russiansseemed more sym- 
pathetic than the others, and after Mr 
Papandreou’s government came to pow- 
er in late 1981 the project moved. ahead 
apace. An. agreement was initialled. in 
May this year.” 

duction i is due to start in 1990, The: 







































vlappes to Parnassus 


conipetition, but decisions being made 


Washington will affect’ all the old-fash- 
ioned integrated steel companies hoping 
to benefit from rationalisation. 

In America, Big Steel. wants to merge 
to make the kind of concerted capacity 
cuts allowed in Europe under the Davig- 
non plan. The obstacle is American anti- 
trust law. So far, the trustbusters have let. 
Republic. Steel merge with Jones & 
Laughlin but not US Steel with America’s 
number four producer, National. 

That has. not stopped Japan’s steel- 
makers from trying their luck in America. 
Nippon Kokan has bought 50% of Na- 
tional; Nisshin Steel has bought 10% of 
Wheeling-Pittsburgh; and Kawasaki is in- 
volved in Pacific Steel’s purchase of Kai- 
ser Steel. It is doubtful, however, wheth- 
er even the more efficient integrated 
firms that are supposed to result from 
deals like these will be efficient enough to 
compete with mini-mills or imports. 

So Big Steel wants protection. It may 
get some, though probably not as much as 
it had wanted. On July 24th, the Interna- 
tional Trade Commission (ITC), which 
monitors America’s supposedly free-trad- 
ing policies, will recommend to President 
Reagan a mixture of quotas and tariffs to 
restrict. imports to around 17% of con- 
sumption—roughly their 1979-82 average 
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Greeks hope that a deal will be signed 
soon with Bulgaria to take most of the 
200,000 tonnes a year of output Russia is 
not buying. In all, the plant is expected 
to earn Greece some $100m a year in 
foreign exchange. And it gives the Greek 
government another opportunity to pro- 
claim its intention of steering a political 
course between east and west. 

Why such Soviet largesse? Russia 
wants to build up its aluminium stocks, 
and Greece’s bauxite deposits are bigger 
than those of the entire Soviet block. 
Russia may also be saying a few political 
thank-yous..Greece was one of the few 
non-communist countries not to con- 
demn the Soviet Union for shooting 
down the South Korean airliner in Sep- 
tember, 1983. And it opposed the instal- 
lation of American cruise and Pershing 
missiles in Europe. 

Russia is providing about a third of the 
financing with cheap credits. Greece will 
raise a third through the Hellenic Indus- 
trial Development Bank and seek the | 
remaining third from the European In- 
vestment Bank. The EIB is meant to 
lend money only on strictly commercial . 
grounds. How ‘willing will its political 
masters in the EEC be to put up the cash 
to help Russia woo Greece? 





have taken this year. 





The president must ‘decide what to do 
about it before September 24th—a month 
and a half before election day. If he sides 
with the protectionists, as much as 5m 
tonnes of steel will go searching for cus- 
tomers in an already glutted market. This 
would set, back: the recovery. of steel’ 
companies in the rest of the world while .: 
doing little to make American firms more 
efficient at home. 









Elf/Basic Resources 
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Deep in: the Guitensian jungle lies oil: 
However, the two companies ‘jointly. ex-’ 
ploring for the: stuff are spending more 
time slinging mud at each other before an 
international tribunal in Basle, Switzer- 
land, than in trying to turn the Guatema- 
lan oil trickle into a flood. 

The two companies are Elf Aquitaine, 
an oil company two thirds owned by the 
French government, and Basic Re- 
sources, an oil explorer 43% owned. by: 
Generale Occidentale, the French hold- 
ing company of Sir James Goldsmith, the 
peripatetic financier. Sir James wants the 
arbitration panel of- the International 
Chamber of Commerce in Basle to award | 
$294m to Basic Resources. He is: seeking 
to convince it that Elf used “dishonesty, 
fraud, technical incompetence‘and. arro- 
gance”’ to try to grab from Basic valuable 
oil-producing properties in Guatemala. 

While the tribunal was considering the 
case this. week, Elf decided to pull out of 
Guatemala and give up its share of the 
concession. Sir James, whois chairman of 
Basic Resources, says he. is. “willing to 
take over Elfs share if we can get. the 
right new operator, and the co-operation 
of the Guatemalan government”. 7 

The Guatemalan government, which 
formerly made life tough for Basic. Re- 
sources, may now bring an action against 
Elf ‘for violating local labour laws. Mr 
John Park, who discovered the oil-bear- 
ing properties south of Mexicos rich 
Reforma’ oilfields in the mid-1970s, al- 
leges that Elf hired and- fired several 
hundred workers every.59 days to avoid 
paying employee. benefits as required un- 
der Guatemalan law. 

«Mr Park and Sir James Goldsmith hope 
the tribunal will decide that Elf tried to 


_ drive Basic Resources out of business by. . 
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{> _ 9.4% in the past nine years (see table). 
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«West Germany 
-France 
Britain: 

italy. 

Holland 
Belgium 

All six. 
“countries 2. 
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1983 -annual report, which was being 
mailed to shareholders this week, charges 
that Elf created an “unusually large pool 
of indirect overhead costs” and succeed- 
ed in “reducing the net proceeds payable 
to Basic. It also created the impression 
that the production was uneconomical”. 
Elf bought a 20% interest in the Guate- 
malan concession in 1980 for about $37m, 
That still left Basic Resources to carry 


Sir James 
claims 
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The view and forecasts of the six are 
ed on the same assumptions about oil 
«prices, world trade, etc. They have been 
put together by the: Economist. Intelli- 
“o)gence: Unit. Its report*, published this 
o Week, concludes that growth may. be 
Only a smidgen. faster in 1983-90 than in 
< 1973-83, and not fast enough to stop 
loyment rising. It expects. infla- 
_ tion in the six countries to slow to an 
“annual average of about 5.8%. after 








Not every country will do as badly as 
these averages suggest. The report reck- 
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so say six of Europe's 


‘ons that four of the six will increase their 
‘gdp growth’ rates; Holland, bottom of 
the league in 1975-83, might be second in 
1983-90. ‘The:saddest change could be in 
France. It had the fastest growth over 


the past nine years, but is forecast to . 


_ have the slowest in 1983-90. By the 1988 
‘election, its unemployment rate may be 
close to 12%: not the best platform for a’ 
president who came to power with a 
mandate to save jobs; : 

One reason why these European num- 
ber crunchers exude so much gloom is 
the policy assumptions they start with. 


Unemployment 


1 97583 1983-90 


80% of the development costs. Last year, 
it lost $17m, its sixth successive year of 
operating losses. Cash transfusions from 
Generale Occidentale and Paribas Suisse, 
its banker, have kept it alive. 

When ‘Basic Resources tried to entice 
Hispanoil (the Spanish national oil com- 
pany) into the operation, Elf “denigrated 
the concession area”, alleges Sir James. 
Basic Resources’ 1983 report charges Elf 
with deterring Hispanoil by claiming the 
area held only 2m barrels of oil. Basic 
Resources convinced Hispanoil that there 
were 33m barrels in 1982. Now a Basic 
Resources’ consultant claims 200m bar- 
rels of unproved reserves exist. 

Basle is not the only legal battleground 
between the two.companies. When Basic 
Resources refused to pay its share of Elf's 
inflated budget, the French oil company 
obtained a freeze on Basic’s Guatemalan 
assets. After the freeze was lifted, Elf 
appealed to a higher Guatemalan court. 
Basic Resources is also suing Elf in a 
Texas court for $600m in damages. Elf is 
claiming sovereign immunity as a compa- 
ny majority-owned by a government. 

The battle has become more than just a 
settling of commercial differences, Sir 
James now claims that-he will never give 





q up the fight against his enemies in the 


French government. > 


-be allowed to produce 1.4m b/d; and i 


inions for Europe’s economy 
whose ‘aymiptoirig are slow growth and high unemploy- rm 


_be around for years to come. Or 
mic think tanks, casting ahead to 1990. — 
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Being nice to ~ 
Nigeria 


Opec ministers were in a generou 
towards black Africa this week. | 
meeting in Vienna they promised bot 
stop producing more than the cartel 
official ceiling of 17.5m “barrels: a da 
(b/d) and to give Nigeria a bigger slice o 
the production pie. If they do not keep 
the first promise, tumbling oil { 
could make them regret the secon 
Opec, ministers admit, is now p 
about 18.5m b/d of crude oil. 
above even the cartels own 1 
estimate of demand for its prod 
Compared to this overproduction, th 
extra crude that Nigeria is to be granted i 
a pittance. This month, Nigeria will sti 
be bound by its existing 1.3m b/d quota 
(which it is abiding by). In August, it will 


























September, 1.45m b/d. nR 
With Opec members—includi 
United Arab Emirates (UAE); 
and Qatar—already outproducing thei 
quotas, by 100,000-200,000: b/d, it see 





Imen fear (and most of the 
hould hope) that the cartel might” 
the will to hold down its- oil 









































Ope E pline. Instead of a the 
es ibility for today’s glutted oil mar- 
et, Opec tried to shift some of the blame 

n-Opec producers—especially Brit- 





en away much of its market by step- 
ig up production by 13.5% in the first 
‘months of this year. 

ec will send out three teams to lobby 


cd at one led by Indonesia’s 
ister, Professor Subroto; and one 
ed by Opec’s president, Libya’s oil minis- 
er, Mr Kamel Hassan Maghur. 

Whatever their reception in Opec 
countries, they are unlikely to have much 
luck in getting non-Opec. nations to re- 
uce oil production. Mexico is the only 
dependent oil producer that may co- 
operate with Opec. Others, such as Brit- 
ain and the United States, have neither 


production to prop up Opec’s prices. 

The oil companies are also immune to 
lobbying. While they do not want lower 
Jil prices, they will not reduce non-Opec 
production, from which they make prof- 
, in favour of Opec production, from 
. which all the profit goes to Opec’s nation- 
alised oil companies (except in Nigeria 










Tran is trying to use 80 Japanese engi- 
‘neers as its latest recruits in the Gulf war. 
The engineers work for a Japanese con- 
sortium led by the trading house Mitsui, 
which is helping to build the world’s 
“biggest petrochemical complex at Ban- 
dar Khomeini:in Iran. The consortium 
suspended work in 1980 because Iraq 
kept bombing the site. Iran owes the 
_ Japanese Y125 billion ($520m), and 
should have made a Y2.6 billion interest 
payment in May, but didn’t. It says it will 
not pay any interest until work resumes. 
This gives Mitsui an awkward choice. 
Mr Ren Takemura, the-.consortium’s 
president, said this week that construc- 
tion will restart in mid-August, if circum- 
stances permit. That means if Iraq does 
not look like. bombing the plant again. 
“the project has become a political 
: symbol i in the war: so Iraq bombs it every 
_ time resumption is mooted. On February 
2th, last time it was bombed, 14 Japa- 
ne ‘engineers were ‘on the site. 
Mitsui is guarantor of 60% of the loan 






























he desire nor the power to cut back oil | 


cess lies in Moscow and here t 


is merely to stop the Russians from selling 
Opec oil back into western markets at a 


have discovered that their roundabout 
route is one of the most efficent ways of 
turning Soviet arms (for, which. some 
Opec members barter their oil) into hard 
currency. Opec would like them to stop. 

While the lobbyists argue, oilmen fear 
that the oil ministers left at home may 
grow jealous of Nigeria's extra produc- 
tion. The UAE is muttering about a 
quota increase. Other Opec members 
also want to produce more oil. None, 
however, is quite as poor as Nigeria. 
Perhaps tellingly, Opec has not agreed to 
an increased production quota for Nigeria 
beyond September. Presumably, the car- 
tel’s members hope that demand for their 
oil will have risen far enough by then for 
an extraordinary Opec meeting to be 
called to raise the production ceiling. 

If demand does not rise, Opec will 
either have to allow lower prices or let its 
members suffer more so that Nigeria 
might do a bit better. At pre-Vienna 
production and price levels, Nigeria’s oil 
exports look likely to bring in $10 billion 
this year. The IMF told Nigeria this week 
that its latest proposals for adjusting its 
economy were not good enough to justify 
an extended balance-of-payments loan (a 
decision that could also stymie Nigeria’s 
attempts to teschedule $3 billion of its 
foreign debt). Nigeria needs every extra 
dollar it can earn. 


A Japanese casualty in the Gulf war 


TOKYO 


to Iran (which was from Japan’s Exim- 
bank and 20 commercial banks) and so 
stands to lose Y1.6 billion a quarter if it 
is unpaid. In the year to March, 1984, 
Mitsui’s post-tax profits were just ¥8.8 
billion (on sales of Y16.2 trillion), so a 
year without interest will wipe out much 
of that. The firm says it cannot easily pull 
out. If the consortium breaks its con- 
tract, then Iran can demand compensa- 
tion, which could be much greater than 
the lost interest. 

The Bandar Khomeini plant seemed a 
good idea in 1968 when thé place was 
called Bandar-e-Shahpur and the Shah 
tempted in.the Japanese. Supplied with 
Iranian. crude, it would have beaten the 
new Saudi Arabian plants to market by 
at least three years had it been built.on 


schedule. With half the original cost of — * 


¥550 billion coming in equity and loans ~ 
from Japan, construction was begun in 
1976, and was about 85% finished in 
1979 when Iran’s revolution called a halt. 
Work started again in 1980, but then 


discount. The Kremlin’s keen capitalists” 






Though Japan’s carmakers and their sup- 
pliers account for a tenth of Japanese jobs 
and manufacturing production, and serve 
the world’s second biggest domestic mar- 
ket, they make little money at home. 
Competition is fierce, profits margins 
thin. One of the carmakers’ greatest fears 
is that the “voluntary” restraints on their 
exports to the United States might be 
removed and prices there would fall, 
cutting off their main source of profit. 

In the Japanese market, Japanese firms 
aim to make a profit of only Y20,000- 
30,000 ($85-125) each on such mass-pro- 
duced cars as the Toyota Corolla or the 
Nissan Sunny. In the American market, 
thanks to quotas and sales of higher-value 
cars, they make more than $2,000 a car. 

Low domestic profit margins were con- 
ceded by Japanese carmakers 15 years 
ago to fight off imports. They stayed low. 
Sales growth in the Japanese market, 
though steady, is slow (2-3% a year in 
1981-84) and prices are pretty. stable. 
Japan has some 25m cars on-its roads, 
barely more than West Germany despite 
a population twice as big. In America 
85% of homes own one or more cars and 
37% have two or more; in Japan only 
60% have one or more, 11% two or 
more. Parking space is costly, roads poor. 


came the Iran-Iraq war. 

Last year, the Japanese signed a new 
agreement with Iran that commits the 
consortium to build the plant even if the 
war continues. Under the deal, Iran 
agreed to put up any new capital needed 
for the. project, and ‘to resume paying 
interest on the Y125 billion loans as long... 
as repayment of principal was delayed 
until. 1990, and the Japanese engineers 
resumed construction. The Japanese ar- ~ 
gue that, by doing off-site work, such as. 
on roads and houses, they are honouring. 
the contract. ran disagrees. me 

If work restarted tomorrow, the plant 
could be finished by 1987, according to 
Mitsui. It wonders, though, whether Iran 
would pay the interest even if work does 
get going again., One. reason, Iran 
stopped payments, the Japanese suspect, 
because it was running short of foreign - 
currency. Iran's oil mnst ‘Mr. Mo- i 






































Exporting cars to Japan has long seemed 
a mug’s game. Last year, foreign cars 
accounted for only 1% of the Japanese 
market. Yet all is not lost. Sales of 
imported cars jumped by 20% to 20,238 
vehicles in the first half of 1984 com- 
pared with the same period of 1983. This 
was the first half-yearly rise in imports 
since 1979. 

The biggest gain was made by BMW, 
the West German luxury carmaker, 
which increased its sales by 56%, to 
4,178 cars. It is European chic rather 
than American grandeur that Japanese 
buyers of foreign cars seek, especially 
now that the strong dollar has pushed up 
prices of American imports. Sales of 
American cars fell 8.5% to 1,200 in 
January-June. 

The West Germans accounted for 
77% of imports. Volkswagen is the most 
successful, selling 7,500 cars from Janu- 
ary to June, mostly its standard Golf 


Slow sales growth has caused many car 
ralers to lose money. Manufacturers 
ive rescued them to preserve the dealer 
stworks they need to protect market 
‘are. Nissan holds stakes in 70% of its 
salers. Isuzu, the small car firm in which 
eneral Motors holds a 34.2% stake, 
ans to spend Y20 billion in the next two 
»ars writing off losses of its 114 dealers, 
)% of whom are losing money. 

To keep them in business, carmakers 
ave widened dealers’ margins, to just 
slow 20% for big cars and 30% for 
naller ones. Price competition among 
zalers comes chiefly by adding optional 
stras, rather than cutting manufacturers’ 
iggested prices. Toyota’s new sports car, 
1e MR2, costs Y1.5m after tax ($6,260) 
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model. BMW and Mercedes Benz fight it 
out for the higher-priced range. Japa- 
nese luxury models stop at around 
Y3.9m ($16,400), but BMW sells its cars 
between Y4.2m and Y9.6m to rich Japa- 
nese. Prestige matters most to such buy- 
ers, but they still watch their yen. One of 
BMW’s main sales pitches has been low- 
interest car loans, at 94% per year much 
cheaper than the 15-18% offered by 
domestic and foreign rivals. 

Joint ventures may have more success 
in penetrating the Japanese market. In 
February, the first Nissan Santanas 
rolled off the production line, an execu- 
tive car selling for Y1.9m-2.55m_ de- 
signed by Volkswagen and using engines 
and axles imported from West Germany. 
Nissan hopes to sell 30,000 Santanas a 
year in Japan. Next will come the XX 
executive car being developed jointly by 
Honda and Britain's BL, and due to be 
launched in mid-1985. 





for the basic model. Dealers in Tokyo are 
selling the car for Y1.7m., throwing in 
power windows and air conditioning, ex- 
tras that cost more than the Y200,000 
difference. 

A battle is under way for market share. 
Toyota, whose share is 40% and rising 
(albeit slowly), is the present winner; and 
Nissan, at 27% and falling, is the loser. 
Among the smaller firms, Honda is edg- 
ing up, overtaking Mazda and Mitsubishi 
lest year to take third place with 8% of 
the car market. 

For years, Nissan has competed by 
copying Toyota’s product range and sales 
pitch. It has recently failed to boost sales 
and now finds it hard to differentiate its 
cars from Toyota’s. In the year to March, 
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1984, Nissan’s net profit fell by 26% to 
Y70.5 billion, while Toyota’s earnings 
have been improving. 

Costly investments abroad—in Tennes- 
see, Spain, Italy and soon Britain—have 
sapped Nissan’s financial strength, while 
Toyota has exported from home. Japan 
may have a slack market, but it is still by 
far the cheapest place to make cars. 
Nomura Securities reckons that cars 
made at Honda’s plant in Ohio, for in- 
stance, cost at least $500 more to produce 
than the same model would in Japan. 
Labour costs are higher, and production 
volume lower, in the overseas plants. 
Japan still offers a stable, high-volume 
foundation for low-cost production. 
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A few years ago ITT was the company 
that Mr Harold Geneen had made into 
the remorseless multinational that few 
could keep up with. This week, Mr Rand 
Araskog, the chief executive of the con- 
glomerate who has spent the past five 
years trying to fill Mr Geneen’s shoes, 
announced a cut in ITT’s quarterly divi- 
dend from 69 cents to 25 cents a share. A 
shocked Wall Street reacted in the only 
way it knew how, by wiping $1.5 billion 
off ITT’s market value overnight. 

A sharp decline in earnings by its 
Hartford insurance subsidiary has winged 
the company. These earnings, Mr Aras- 
kog says, have been financing ITT’s in- 
vestments in telecommunications, digital 
television and in the company’s car-parts, 
energy and aerospace businesses. Fine, 
when Hartford’s operating income was 
$177m in 1981; problematical when it had 
dropped to $69m in 1983. 

Heavier than usual storm claims had 
caused first-quarter underwriting losses, 
but Mr Araskog was still able to sound 
sanguine in May, telling shareholders tog 
expect a better 1984 for the group than 
1983. Now he is saying that second- 
quarter earnings are likely to be 50-55 
cents a share, against $1.03 a share a year 
earlier. As well as the drop in Hartford's 
earnings, Mr Araskog reckons the metal- 
workers’ strike in West Germany (ITT’s 
most important market after the United 
States) cost the group $13m and that 
ITT’s other foreign-currency earnings. 
were hit by the strength of the dollar 
when translated into dollar terms for the 
accounts. More than half of group earn- 
ings come from abroad. 

Industry analysts reckon Mr Araskog 
will have to continue to sell his way out of 
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reports 


trouble. Last year, 10% of the multi- 
 national’s reported profits were non-re- 
- curring gains from the sale of Sheraton 
hotels, capital gains from Hartford and 
lower pension expenses. Mr Araskog is 
‘still talking of pumping $2 billion a year 
= into high-tech investments. The cash 
saved by cutting dividends amounts to 
only $250m a year. Mr Araskog looks 
likely to have to hang a “for sale” sign 
shortly on more than a few Sheraton 
hotels. Continental Baking and Rayon- 
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= ier, the forest-products subsidiary, are ` 


the most likely candidates. 


F Industrial development 
Irish answer 


For 20 years, the Irish Industrial Devel- 
/  ¢ Opment Authority (IDA) has sought to 
jure foreign business to Ireland. It has 
= succeeded with some 850, mostly Ameri- 
can, firms that have enjoyed an average 
-return on their investment of 30% a year 
-~ with the help of generous tax breaks. 
-Good for companies; but how good for 
Treland? 
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“A new government white paper says 
= that the answer is not so good for domes- 
tic suppliers or jobs. The form for foreign 
investors is: locate, then import five sixths 
3 raw materials, grumble about local 
rvices like telecommunications, and re- 
~ patriate about 60% of profits. 

7 This was brought home embarrassingly 
to the government in May when the 
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A new cap 





Mr Tony O'Reilly, the former Ireland 
and British Lions rugby football interna- 
tional and present president of H. J. 
Heinz, has hired Mr Henry Kissinger, 
the soccer fan, to help him triple Heinz’s 
food sales to the third world to $1 billion 
a year by 1990. Mr O'Reilly sees a 
lucrative market among the 85% of the 
world’s population not yet blessed with 
Heinz’s 57 and more varieties. 

Mr Kissinger is already helping Heinz 
with the final negotiations for a baby- 
food plant in China. Mr O'Reilly, a man 
with six children, including a set of 
triplets, is undeterred by the Chinese 
government's campaign to restrict each 
couple to one child. Mr Kissinger has 
contacts in west Africa who could help 
Heinz’s interests in Sierra Leone, the 
Ivory Coast and Senegal (where Heinz is 
negotiating to take over a state-owned 
tomato-paste plant). 

Last year, after a long and uneasy 
courtship, Mr O'Reilly started up Heinz 
in Zimbabwe. The prime minister of 
Zimbabwe, Mr Robert Mugabe, agreed 
to let Heinz buy a 51% stake in Olivine 
Industries, a nationalised cooking-oil 
producer. Heinz has also been exempted 
from the general prohibition in Zimba- 
bwe on foreign companies repatriating 
dividends; this is because it has invested 











central statistics office found what be- 
came known as the “green hole’’—into 
which has disappeared 1£500m ($460m) 
from the current account of the balance of 
payments. No track had been kept for 
five years of the newly-arrived and for- 
eign owned high-tech firms that had been 
sending money home unfettered by repa- 
triation restrictions. Subsequently, Ire- 
land’s current-account balance had to be 
revised, increasing the deficit to 64% of 
gdp from the 24% originally thought. 

Foreign investment is not providing 
enough new jobs. The Irish unemploy- 
ment rate at the end of May was 16.4% 
against 14.8% a year earlier, and the 
country’s young workforce is growing at a 
rate of 4% a year. High technology in 
itself is never going to provide sufficient 
work to soak up the growing numbers of 
job seekers. An empty 100,000 square 
foot factory on the outskirts of Dublin 
serves as a reminder that there is many a 
slip between a planned investment and an 
actual one. The factory was purpose-built 
for Mr Gene Amdahl’s Trilogy Systems of 
California but Trilogy decided it did not 
need it when it abandoned development 
of a “*big-chip” mainframe computer. 

A lot of traditional manufacturing jobs 
are now being lost or leaving the country. 
Earlier this year, when Ford closed its 
plant in Cork, ministers appealed to the 









since independence. Mr O'Reilly intends 
to introduce the Michigan peabean to 


Zimbabwean farmers. The grown pea- 
bean becomes the Heinz baked bean. 
Heinz plans to export these from Zimba- 


bwe to Europe. S 
Mr O'Reilly is not alwa y about 
competition for Heinz from the third 


world. He wants America to impose 
tariffs on imported cans of tuna-in-oil. 

Heinz’s Star-Kist brand has more than 
40% of the American canned-tuna mar- 
ket. Mr O'Reilly wants to curb competi- 
tion from the tuna industry of Thailand, 
where mage workers are paid the 
equivalent of 35 cents an hour, against 
$7.50 an hour in the United States and $4 
an hour in Puerto Rico. 





Ford family’s distant Irish roots to kee 
the plant operating. It did not work 
Ireland’s rising labour costs talked louc 
er. Low labour costs were once one of th 
IDA’s trump cards. 

Should Ireland have got its house i 
order earlier? The white paper recon 
mends many of the same policy chang: 
as a report written two years ago for tł 
government by Telesis, the Boston co! 
sultancy firm. The report said that tł 
IDA was not getting the best return on i 
investments in terms of long-range er 
ployment growth within attracted indu 
tries. Telesis was lambasted by the ID 
at the time. 

The white paper does not agree wi 
Telesis’s recommendation that incenti 
grants be cut. But the IDA is now tryi 
to spot growth areas to which they c 
attract foreign companies. The IDA 
looking for investment that will indirec 
generate 15 jobs in Irish industry 1 
every one job the foreign investor crea! 
itself. That may take some spotting. 

The agency also wants to wean a co 
puter-software industry rather than p) 
mote Ireland as a place for compu 
hardware manufacture. Ireland's univ 
sities are being encouraged to push co 
puter studies. By 1987, Ireland expe 
the number of its computer-sciences gr: 
uates to grow by one half. t 
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The Minolta EP450Z gives you 781 zoom enlargement! 


reduction possibilities. 

There are many things that are abso- The EP450Z also offers two automatic 
lutely astounding about the Minolta EP450Z, selection capabilities. Automatic Magnifica- 
the world’s first compact-sized plain paper tion Selecion chooses the exact magnifica- 
copier with automatic zoom enlargement/ tion ratio required according to the size of the 
reduction. original in use and the size of the copy paper 

The first thing you'll notice is that the you're using. Automatic Paper Size Selection 
EP450Z—unlike conventional reduction/ chooses the most appropriate loaded paper 
enlargement copiers which usually offer a size according to the magnification ratio 
choice between two reductions and one you've selected and the size of the original in 
enlargement—allows you to pick any of 78] use. Both of these automatic selection func- 
magnification ratios between 0.640X and tions speed copying and reduce the time and 
1.420X with which to enlarge or reduce your paper wasted in making copying errors. 
original’s image area. Think what this For a vivid demonstration of the 
means! Now you can take the finest engi- incredible EP450Z, bring some outrageously 


neering drawings, pattern tracings or fine line difficult originals along to your nearest 

designs and blow them up to virtually any Minolta office products dealer and make 

size you wish. And, conversely, you can take copies—in any sizes—to your heart's 

oversized originals and size their image areas content. 

down to the precise copy dimensions 
you require. 
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Che almightiness of the American dollar 
1elped cause interest rates to rise in four 
laces in the past week: Canada, Hong- 
cong, Sweden and Britain, where the 
yanks’ base rates went up by two percent- 
ige points-on Wednesday, July 11th (see 
rage 51). Financial markets in all four 
urned gloomy.as a result, none moreso 
han Hongkong’s where the shadow, cast 
y the. American dollar was lengthened 
Yy. China's latest suggestions for the colo- 
iy’s political future. 

A bout of selling on European currency 


narkets last week snapped the peg that. 
tad held the Hongkong dollar at arate of . 


1K$7.80. to its American counterpart 
ince last October. It quickly rose to 
early HK$8 before the local association 
if banks increased: their prime: lending 
ate on Friday, July 6th, by a record 3} 
iercentage points to 17%—a level not 
een since the end of 1981. The already 
ittery = stockmarket jittered further 
lownwards. 

“The past fortnight has seen one of the 
harpest falls in the Hongkong market's 
iistory. “Though the Hang Seng index 
allied 31.7 points on Tuesday, July 10th, 
he slide continued during the half-day 
tading.on. Wednesday. By the close, the 
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Jongkong asunder 





HONGKONG 


index.-had. lost 41.7. points to stand at 
763.6. In later trading in London there 
was. nothing -to encourage investors: to 
start buying again. Prices of Hongkong 
stocks quoted there fell further. 

All the signs were that things would get 
worse before they got better. The joint 
announcement in London and Hongkong 
that Mr Richard. Luce,:a British foreign 
office minister, was:due to leave on July 
12th for two days of talks in the colony did 
not bolster confidence. Nor did the suspi- 
cion among local investors that the British 
foreign office is divided over what it 


Should do to head off China’s suggestion 


of a joint Sino-British. commission—a 
suggestion: that came*on top of recent 
snubs from China's ‘leader, Mr Deng 


Xiaoping, to Hongkong worthies visiting ` 


Peking. | 

Observers say that at best this could 
mean a shadow government. until 1997 
when the British lease-will expire on nine 
tenths. of the colony. At worst, it could 
mean that.China’s guarantee of a 50-year 
transition to a Chinese administration 
would not be worth the paper it may 
never be written on. Either way, the 
colony’s financial markets are unlikely to 
get a reduction <i uncertainty before 


. to pay any more in interest, 
















September—China’s 
ment in the current ro 






rates would make i 
ny’s cash-strapped prop 
pay their debts. Take 

says. that each percentage 
in interest rates -will cost 
HK$120m:. With up to H 
worth of debts, the compa: 




















The: stockmarket was areay ù nervous 
after last week’s decision by the China- 
backed Everbright company to pull out of ` 
a HK$1.3 billion property deal. Without. 
warning, Everbright said it would not go: 
ahead with an agreement to: buy eight 
blocks.of flats from a company controlled ` 
by Mr Li Ka-shing, a leading property: 
man inthe colony. a 

There are fears that the increased cost. 
of borrowing. could damage: Hongkong’ g 
thriving manufacturing sector. In the five ` 
months to the end of May, ‘Hongkong’s : 
total exports rose by 49.9% over the sam 
period in 1983. The visible trade gap in. 
May narrowed to HK$495m,_ a figure 
bettered hes once since 1982, 

None ‘the Jess, the local Guttency reti 
mains wobbly. On Friday, July 6th, it- 
came close to repeating its big fall of: 
PEE last oe berate!  Homgkoug’ $ 
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The row between Touche Ross, the 
accountants, and Bank Bumiputra, Ma- 
laysia’s state-owned bank, has jangled 
nerves in Hongkong. Earlier this month, 
Touche Ross heavily qualified the ac- 
counts of Bank Bumiputra’s Hongkong 
subsidiary, BMF, which lent more. than 
HK$4.6 billion to Carrian, the bankrupt 
property group. The accountants said 
that BMF had failed to keep “proper 
books of account”, and that to continue 
as a going concern it needed the financial 
support of its parent—of which there was 
no written guarantee. Touche Ross was 
fired. 

The incident came on top of an attack 
on the professionalism of, auditors. in 
Hongkong, an attack that began soon 
after Carrian went bankrupt almost a 

_ year ago. In May, two Price Waterhouse 
auditors were arrested and charged with 
fraud for their role in auditing the ac- 

| counts of the publicly-quoted Carrian. 
: The firm says the two are innocent. They 


































financial secretary, Sir John Bremridge, 
pegged it at the rate of HK$7.80 to the 
American dollar in an effort to restore 
-eonfidence. This week, it held at around 
HK$7:85. But only because the authori- 
ties staged a bear squeeze that pushed the 
cost of overnight interbank money to 
between 35-40%. 

The latest scare has resurrected fears of 
another flight of capital. Recent figures 


Eurobonds 


The real scandal of the.$200 billion Euro- 
bond market is not the recent allegation 
that Bear, Stearns, the New York invest- 
ment bank, has been defrauded of $3.3m 
or that $5m may have similarly evaporat- 
ved from Union Bank of Switzerland. Itis 
that in this free-wheeling, unregulated 


International Bond Dealers (AIBD), sees 
much need for change. If proven, the 
fraud was an isolated incident, they say, 


an anything fundamentally wrong with 
‘the market. Really? 

-- Eurobonds are “homeless “long-term 
fixed-interest securities -traded across 
frontiers. There is no central Eurobond 


phone and telex. In this game, a buyer's 
or seller’s word is his bond. Prices can 
move minute by minute: Self-regulation 


72 







market neither the participants nor, their 
. _ eofficial mouthpiece, the Association of. 


due more to lack of internal: controls-. 
ithin the. organisations which: suffered, 


marketplace. Business can be done from: 
anywhere, almost exclusively by tele- 


Out of Touche 


HONGKONG 
have yet to come to trial. 

Price Waterhouse was also the auditor 
of Conic Investments, a troubled elec- 
tronics company. In January Conic was 
eased out of its cash flow. problem: by 
China Resources, China’s retail trading 
arm in Hongkong. It has since become 













plain that loans from Conic to a subsid- < : 
iary in the control of its founder, Mr f 
Alex Au, are irrecoverable. The audi: 


tors’ discovery that Conic’s 1983 report- 
ed profits were, in fact, 
belated. 

Members of the local accountants’ - 
council want to see more auditors’ notes 
of the kind included in the Touche Ross. 
review of BMF, particularly:on the sub- 
ject of loans to directors and ässet evalu- 
ation. Amendments to company law due 
later this year may enforce this. One new 


losses’ “was . 











Another requires auditors resigning _ a 
from an audit to tell the company we 


May the level of Hongkong dollar depos- 
its dipped 1.2%, while’thase denominat- 
ed in foreign currencies rose 5.6%. Some 


suspect that local manufacturing compa- 


nies, still queueing for a stockmarket 


listing, are doing so not out of a desire. to. 


invest in the colony’s future, but to raise 
cash which can then be shifted to a haven 
outside the colony. 


7 ‘sentinel 


Bear-faced fraud? 


in such a market relies heavily on the 
probity and vigilance of its members, but 


when they fail a strong watchdog is need- 


ed. The AIBD is.neither strong nor. a 
watchdog. 

The alleged scams.on Bear, Stearns.and 
Union Bank of Switzerland (both mem- 
bers of the AIBD).appear tœ have taken 


full advantage of the market’s erratic 


nature and the lack of regulation: Bear, 


Stearns says that some of the contracts - 


entered into by one of its dealers, Mr 


Peter Buer (since fired), were. both “col? 


lusive and fraudulent”—implying he was 
part of a ring. How did it work? | 

Take one trading day: atthe close of 
business, the bank’s Eurobond dealer 
would sell to a dummy company a bond at 
the day’s minimum price, which would 
then be sold to another dealer (or-rather 
his employer, say the Union Bank of 
Switzerland) at that day’s. maximum 
price. The difference is then pocketed by 
the two dealers through their nominee. 


ue my: ; 
beei struck at any time during that day, 


-Mr Buer on it 
and agreed 
“apart from those of three dealers. One 






there is no way of proving at precisely 
what time they were made unless the 
bank has a time stamping machine for 


each contract, Bear, Stearns claims that it 


did: This suggests there is something 
wrong with the bank’s internal checking 


systems and more heads than Mr Buer’s 


should roll. The alleged fraud ran for 
weeks before any of Bear, Stearns’ 22- 


‘strong internal audit team picked i it up. 


The bank then went in a-tizzy. It fired 


4. Mr Buer; called the Union Bank of Swit- 
| zerland; informed the Eurobond market, 
the Securities and Exchange Commis- 


sion, the New York Stock Exchange and 


‘| Nasdaq; alerted Interpol, the FBI, the 


London Fraud Squad; and filed a criminal 
complaint in the Swiss. courts. Union 
Bank of Switzerland’s chief New York 


“bond dealer, Mr Jurg Remund, admitted 


rule stipulates that auditors ‘ask. their: is bis Bart in sive Srauid and was later found 


clients to disclose loans to directors. T 


shot dead in Zurich in a hired car. Last 


“week, Mr: Buer was arrested on fraud 
|. charges. He is nowina Geneva jail. 


When the alleged fraud was uncovered, 


i < Bear, Stearns also did something rather 
on the local money supply show that in 


curious. It telexed Eurobond dealers say- 
ing it would not honour any deals done by 
behalf. It then relented 
to meét all commitments 





was T. Galgey and Company, a smallish 
London firm run by Mr Terry Galgey and 
also a member of the AIBD. Bear, 

Stearns says that his claim for $250,000 is 
neither “legally nor morally binding”. 

Mr Galgey claims that he was the 
honest broker for deals done. between Mr 
Buer (ie, Bear, Stearns) and Sun Hung 
Kai, a Hongkong stockbroker . 25% 
owned | by America’s Merrill Lynch: 
When the balloon went'up he. was left 
holding bonds worth $3m, which he had 
to sell at a $250,000 loss. Asked if he 
thought any of the deals looked suspi- 
cious; Mr. Galgey told The Economist: 
“Maybe I should have thought about it 
more.. . . should have: been more 'obser- 
vant... but Twas dealing with a partner 
in Bear, Stearns .. . T have done nothing 
fraudulent.” Mr Galgey has now in- 
voked, for the first time inits history, the 
AIBD’s arbitration procedures for set- 
tling disputes between members, 

The AIBD was described by. Professor 
Jim) Gower in his January report, on 


investor: protection as “a model of the 


sort of self-regulatory agency that is need- 
ed [in the City of London]}”. The good 
professor was ‘badly wrong. The AIBD 
says itis not a- self regulator but merely 
sets standards for dealing. Its one attempt 
to regulate was a failure, Last year, its 
proposal to define clearly the functions of 
brokers and market. makers was tossed 
out-at a meeting of all members. Since 
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then, says Mr Damien Wigny, the nice 
chairman of AIBD, the association has 
not bothered to bark. Mr Wigny consid- 
ers the AIBD “quite lucky” that. this 
scandal involves (at least so far) “well- 
established firms”. Even so, the AIBD 
needs to ask itself some questions. 

» The Bear, Stearns caper was rumbled 
by the bank’s own sleuths. Had it not 
been, could the two central clearing 
houses for Eurobond deals (Euroclear 
run by Morgan Guaranty, and Cedel, 
owned by a consortium of banks) have 
picked up any deals done above or below 
market prices? “No,” says Mr Wigny. 

Well, could: the systems be repro- 
grammed to pick out such deals, the times 
they were made, at what price and how 
they compare with the then market price? 
Possibly, says Mr Wigny, but such “red- 
lights” might do more harm than good. 

In a squabble over a deal involving 
timing between two AIBD members, says 
Mr Wigny, one side eventually backed 
down and suffered a financial loss. Its 
reward: more business from its adversary, 
enabling it to recoup its losses. Now, says 
Mr Wigny, with a more sophisticated. 
monitoring system, such disputes could 
not be settled in such a gentlemanly and 
profitable manner. How true, but is that 
an advertisement for self-regulation? 














Judgment by 
default 


China has chosen to use Tokyo for its 
first international bond issue since the 
Maoist revolution in 1949. The choice 
was determined less by good-neighbour- 
liness than by good sense, With bonds 
issued by pre-1949 governments still in 
default, the Chinese feared that an issue 
in London or New York would receive a 
cool reception. 


PEKING 


the yen-dominated bonds have not yet 
been finally settled. Sources in Peking 
and Tokyo say that the Y40 billion 
($170m) issue will be floated in late 
September by the Bank of China with 
Nomura, Japan’s largest “securities 
house, as the lead underwriter., Unless 
the currently poor climate for new issues 
in Tokyo improves, China could’ be 
forced to offer a higher yield than it 
‘ originally planned. 

According to the Council for Foreign 
Bondholders, Chinese bonds amounting 
to a capital value, in 1939, of £61m 
remain in default. The communist gov- 
ernment refuses to honour any debts 
incurred by previous regimes. A survey 
found that London’s financial communi- 
ty would oppose a public issue by China. 
The Bank of England is equally unenthu- 
siastic, but it could only stop a sterling- 
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Details of the terms and conditions on ` 





American takeovers 


Defences half down 


NEW YORK 





Congress is considering legislation which 
could restructure corporate America. A 
draft bill before a house subcommittee 
aims to curb excesses during hostile take- 
overs. It will be “an invitation to the 
biggest merger and acquisition binge the 
world has ever seen”, says Mr Martin 
Lipton, one of the country’s top two 
takeover lawyers (Mr Joseph Flom is the 
other), 

The bill is supposed to stop “green- 
mail”, the practice of buying back a 
company’s shares at a handsome premi- 
um from predators. The buying off of Mr 
Saul Steinberg’s recent bid for Walt Dis- 
ney is a recent shameful example. In its 
present form, the draft bill will place 
companies more at the mercy of preda- 
tors than ever before. 

Companies would be forbidden to re- 
purchase their own shares in the open 
market to fend off unfriendly suitors. 
They would also be prevented from dilut- 
ing their attackers’ shareholdings by issu- 
ing new shares to independent investors 
or in order to acquire other companies. 






























Once busted, twice shy 


denominated issue. 

A Chinese bond would be just as 
unpopular in New York. The Chinese 
government is fighting a law suit in 
America, brought to court by citizens 
demanding repayment for railway bonds 
issued by the Ching dynasty. The Tokyo 
market is aware of the hostility to the 
issue elsewhere. It knows that the issue’s 
success depends on the attraction of the 
coupon to Japanese investors. 
















the Securities _ 
and Exchange. on. powers to 
bring suit directly to enforce proper con- 
duct by directors in a takeover fight + 
Top executives are already. 
cause they are no longer 







over by-an unfi 
in the Deficit. 
passed by congress 
d durin 
ny cannot. deduct 
executive pays a 20% nor 
cise tax on it. ee er 
With their golden parachutes fast tu: 
ing to brass, corporate executives 
hoping that the legislation to limit their 
defences against unwanted takeovers will 
be scuppered. Congress's overloaded 
timetable is against it. But Mr Lipton, 
one, thinks it may get passed—if on 
because no voter ou e boardroo 
of Fortune's top 500 companies giv 
hoot. . a 










italian taxpayers 
Pastassessment 







Italy’s trade unions have found a way 
making some of the self-employed shud- 
der. Rather than pressing for wage in- 









The three main unions have rallied 
round, hoping that the tax evasion issue 
will boost their waning popularity. 
are pressing leaders of Italy’s gove 
five-party coalition, meeting this w 
try to save Mr Craxi’s government, 
something about tax evasion. 

. The finance minister, Mr Bruno Vise 
tini, says he has already prepared an an 











on details, his proposals are thought to 
im at raising L8 trillion-10 trillion. Con- 
lidating nine different Vat rates into 
hree will net L1.3 trillion of that. Simpler 
tax reporting for small companies, mea- 
sures to close the loophole that now 

rmits family members to dodge pro- 
gressive income tax by splitting income 
among them, and a stab at stopping 
‘bracket creep” (when inflation pushes 
ge-earners automatically into higher 
x brackets) are all expected. Also possi- 
le are some taxable “presumptions” that 
people who do certain jobs earn a certain 
amount of money doing them. 

A voluminous finance ministry report 
n March showed just how blatantly Ita- 
_ly’s self-employed frolic through the tax 
“Jaws. If all the country’s self-employed 
_ professionals, owners of small businesses, 
shopkeepers and artisans had paid taxes 
in the same way as blue-collar workers, 
taly would have netted in 1981 an extra 
L21 trillion ($18.5 billion). If all Italians 
_ had paid everything they owed, govern- 
ment revenue would have increased by at 
ast L50 trillion—more than half this 












































































ar’s likely budget deficit. — 
‘The report showed that lawyers de- 
clared a median income from their prac- 
tices of only L10.6m ($9,300) a year, 
me. 1.700,000 less than office ‘workers. 
Doctors and tax consultants declared less 
than university professors, and far less 
than pharmacists. Restaurateurs, jewel- 





comes than blue-collar workers. Way at 
1e bottom came farmers, who claimed 
y earned only 75% of the L4.6m given 
nsioners. ws 

f the figures are to be believed, says 
UIL, half the shoe stores in Italy sell only 
two pairs of shoes a day, and many 
proprietors earn less than their employ- 
ees. The report documented what every- 
ody had long suspected: that Italy’s well- 
-do dodge taxes at the expense of wage 
and salary earners. Tax evasion became 
front-page news. 

“What Italy needs—but the government 
looks unlikely to provide—is tougher en- 


asion package: Though he has been coy 


rs and butchers-all reported smaller. 










forcement of the laws it already 


the last count, only 150,000 of the 23.5m — 


tax declarations were actually checked. 
Vat control was marginally stricter, witha 
checking rate of 3% though Italy’s Vat 
compliance is known to be among the 
worst in Europe. The biggest problem is 
that Italians think that cheating on taxes 
merits respect. And that cannot be legis- 
lated away. 


Canadian brokers 


Access to banking 


TORONTO 


Last year, Canadian banks got into the 
brokerage business. This year, it is the 
turn of Canadian brokers to become 
bankers. Midland Doherty, a retail bro- 
ker, was running full-page advertisements 
this week puffing its new high-interest 
chequing account. Other brokers are sure 
to follow. 

Midland Doherty's “Access” account 
will be familiar to Americans weaned on 
Merrill Lynch’s cash management ac- 
count and its many imitators. Paupers 
need not apply: depositors will have to 


keep a minimum balance of C$25,000 


(US$18,750) and pay a C$100 annual fee. 
For that, they will get interest at one 
percentage point below the treasury bill 
rate (ie, currently 11%, compared to 74% 
on comparable bank accounts), 100 free 
cheques a.year, detailed accounts for 
their tax records, and instant access to 
funds which can take up to four days to 
get out of a normal brokerage account. 

Midland Doherty says it can offer the 
higher interest rates because it does not 
need the big spreads that banks charge to 
cover their larger overheads. Nor does it 
need to generate big profits on domestic 
business to offset international loans 
which have gone sour. Canadian banks 
are thought to have lent C$16 billion to 
Latin America alone. 

The cheques which the broker's cus- 
tomers write will be cleared by the Toron- 
to-Dominion Bank, which fought last 
year to enter the “no frills” discount 
brokerage business. Midland Doherty 
was one of the few brokers then to 
welcome the bank’s initiative. 

Canadian bankers lobbied hard for ac- 
cess to the brokerage business but they 
are less than thrilled by the brokers’ titfor 
tat. They say, bravely, that Midland Do- 
herty’s new account will not hurt their 
business—the banks have 7,200 branches 
across the country; Midland Doherty 
47-—~and that the new account will interest 
only the well-off. But they complain that 
brokers operate without many of the 
constraints on banks. Mr Robert Macin- 
tosh, president of the bankers’ associa- 


Canada’s fat cats | 


Avs officiak—-Canadian industry is in the 
hahds of a disproportionately small 
group of investors. A study by the On- 
tario Securities Commission shows that 
almost 80% of the companies that make 
up the Toronto Stock Exchange 300 
index are controlled. by small groups of 
shareholders.(around half a dozen) who 
act in concert, Hy , 

Some of the 283 companies in the TSE 
300 index (whittled down from the origi- 
nal 300 by mergers and acquisitions) are 
` immune from tight control. For exam- 

ple, banking legislation prevents any one 
“person or group from owning more than 
10% of a bank. Similar laws apply to 
utilities, suchas Bell Canada... i 

Nevertheless, 137.of.the 283 compa- 
nies are legally controlled by a small 

group—ie, its members own more than 
50% of the voting shares. Another 85 
are, as the report puts it, “effectively 
controlled”—the group owns between. 
20%: and 49.9% of the voting ‘shares. 
Only “61 companies, including Alcan 
Aluminium and Canadian Pacific among i 
the giants, are widely held. By compari- 
son, 426 companies: out of the 500 in 
America’s $&P 500 index have no sub- 
stantial single or group shareholders. 

The commission criticises the use of 
non-voting shares in Canada. These have — 
enabled the small groups to raise capital 
from outside their ranks while retaining 
control themselves. The use of" non- 
voting shares has been increasing. In 
1979, only 64 companies had non-voting 
shares listed on the. Toronto Stock Ex- 
change. Now there are 130, - 

The commission is doing something 
about it, possibly too late. It has brought 
in new tules that restrict the issue of non- 
voting shares. The market. has been 
saying for some time that it does not like 
them. On average, non-voting shares sell 
at a 54% discount on the price of the 
voting stock of the same company. Per- 
haps even more damning is the ordinary 
Canadian’s indifference to the stockmar- 
ket. A survey-in April showed that only 
9% of Canadians own shares compared 
with 22% of the population of the Unit- 

ed States. 


























































































tion, worries that brokers (who, in Cana- 
da, also underwrite new issues and deal as 
principals) could go under because of a 
bond or underwriting fiasco. and “take 
their depositors down uninsured”. : 
Canada’s regulators are in a dither as 
distinctions between financial firms crum- 
ble. No fewer than four bodies are study- 
ing the system now: the Quebec govern 
ment, the federal government, the 
Ontario Securities Commission, and the 
Ontario government. By the time they 
come up with their answers, the marke 
will have come. up with new questions. 
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Metals: 
-~ amanual for the serio 
commodity investo 








As a serious commodity investor, 
you need to know exactly what’s 
happening in the metal markets. 

And the latest Mid-year Review of 
the Metal Markets from Shearson/ 
American Express tells you just that. l 
Following on from the Annual Review ofthe 
Metal Markets, published in January 1984, 
which examined the background and outlook 
for the precious, base and strategic metals 
and their prospects for 1984, the Mid-year 
Review examines the factors which have authoritative and regular David Williamson, Shearson/American 
affected the markets since then and their research reports on specific Express Limited, Peninsular House, 
major ramifications. It considers the future markets, The Annual Tin Review anda 36 Monument Street, London EC3R 8LJ 


For only £25/$40 can you afford not to 
order your copy of this year’s Mid-year 
Review of the Metal Markets? 

Just fill in the coupon and send to: 





















implications for metals in the light of Silver Report are both due later this year, Telephone: (01) 283 8711 Telex: 888881 
continuing dollar strength, nervousness in. and in 1985 programme of in-depth - N.B. Subsequent to the research being 
the financial markets ahead of the US reviews of individual metals is planned. 


printed, the name of the Company has 
Presidential elections and the prospects for All of these are manuals for those who changed from Shearson/American Express 


nflation and economic growth into 1985. need to know what is happening in metals. to Shearson Lehman/American Express. 
Shearson/American Express, one of the ; 


world’s foremost commodity brokers, 
naintains its position through the service 
t provides. With a network of brokers and 
lealers all over the world, and the very 
atest in technological sophistication, 
shearson allows you to maximise on 
nvestment opportunities wherever or 
vhenever they occur. 

- But they, like anyone seriously involved 
heommodity investment, also need to-know 
vhat is happening. That’s why they compile 





Pe me oam an ome oe ee oe m ug 
Please could you send me RETO T 


C copy/copies of the Mid-year Review of the Metal Markets 1984 | 
@ £25/$40 a copy 


I C the 48 annual copies of the Weekly Review £120/$200 per annum 








Ci details of your other research publications, All prices inclusive of © 
postage. oe 
You may also pay by Amex Card No, 































‘The world’s population, now 
about 4.8 billion, will increase by 
1S. billion by the end of this 
century. China will account, for 
1.2 billion of the 6.3 billion total; 
India for 990m. Ethiopia will 
have.as many people as Britain. 
Mexico City will be the biggest 
ity in the world, with 32m; Lon- 
fi; second in 1950, will no long- 
er even be in the top 25. 
These are a few projections 
drawn from the World Bank’s 
latest World Development Re- 
‘port*, and a common reaction 
ill be to shudder and forget 
them. Especially when the shud- 
derers are told that the world’s 
population may not stabilise for 
150 years, by which time it will 
exceed 11 billion; that Bangla- 
desh may eventually have twice 
as many people as the United 
tates does today, although it has 
‘only 1.5% of the land area (it is 
e size of the state of Wiscon- 
); and that Nigeria’s popula- 
will stabilise at 620m, putting 
it third behind India (1.7 billion), 
and China (1.5 billion). 
But such blockbuster statistics 
are not particularly helpful. For 
three reasons: 
@ They conceal things of greater 
gnificance. For example, the 
differences between countries— 
China’s population may stabilise 
before America’s—and the fact 
that, even in developing coun- 
tries, the average rate of popula- 
‘growth has been slowing for 
? years. It reached a peak of 
2.4% a year in the 1960s and is 
now running at 2.0% a year. 
They give a’ misleading im- 
pression of the work of demogra- 
phers. Like economics, demogra- 





















































Standard decline and 


fertility decline 


fertility; “rapid” decline on 11 


©. countries where life expectancy rose 


76 


"Oh 


| mography comes of age 





based on experience of countries already heading 
> where Bb Med fallen by 
based on fos expectancy; " 





phy collects statistics and uses 
them to explain behaviour. Like 
economics, it has both a macro 
and a micro side. But it also has 
fewer pretentions, so economists 


‘may not have noticed that it has 


been more successful in makin; 
sense of its figures. f 
At the macro level, demogra- 
phers have been drawn into crys- 
tal-ball gazing just as much as 
economists have. But they are 
more careful to stress that they 
are not forecasters. They make 
projections based on assumptions 
about, eg, death rates, fertility, 
life expectancy and contracep- 
tion. If they change these as- 
sumptions even a little, the re- 
sults can be dramatic. The World 
Bank’s central projection of Ke- 
nya’s population in 2050.is 120m. 
But if fertility were to fall “rapid- 
ly"—not impossible, but starting 


now—Kenya would have 69m - 
people by 2050, That is the most © 


extreme example of the options 
facing many other poor countries 
(see table). 

@ Some misusers of blockbuster 
Statistics wrongly suggest that an 
overcrowded world is being held 
in poverty by the sheer pressure 
of numbers. But no amount of 
statistical juggling can show that 
crowded countries. are sluggish 
economies. If anything, the re- 
verse: Singapore, with a popula- 
tion density 250 times that of 
Argentina, has had an economic 
growth rate three times faster in 
the past.20 years. 

The much bigger worry comes 
from overcrowding at the family 
level—ie, from micro, not macro, 
overcrowding. Almost by defini- 
tion, rapid population growth 


Population projections (millions) - : 


Population in 2050 
Rapid fertility 

Rapid 

fertility and 
mortali 


decline 
230 









health and education to ensure 


that it will later earn more- than -dr 


they did. Growing up to be a 


poor adult, it may therefore fol- 





low the pattern of its parents and 
have many children itself—to en- 
sure some survive the hazards of 
infancy, to help on the land and 
later to provide a pension for 
their parents’ old age. 

That micro approach helps to 
explain why the poorest countries 
tend to have the fastest popula- 
tion growth. Taking the develop- 








ing countries as a group; their 


populations. are increasing by 
around 73m people a year. Asia 
and Latin America began slowing 
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Source: Worki Bank 


their growth rates in the 1960s, 
but Africa has yet to slow down 
at all. Its population grew at 
3.1% a year in the 1970s. Mo- 
zambique had a popülation 
growth rate of 4.3% a year, prob- 
ably the fastest in the world. 

The economic consequences of 
rapid population growth can be 
huge. First, they change a coun- 
try’s age structure, giving it many 
more dependants—those aged 
less than 15 or more than 65. For 
-all developing countries, 39% of 
their population was below the 
age of 15 in 1980, compared with 
only 23% in developed countries 
(see chart 1). The rich world 
faces the medical. and pension 
costs of an ageing population; 
poor countries have huge educa- 
tion bills for a young one. Many 
find it increasingly hard to. pay 
them. In 1960, the 24: (mainly 


well-off) countries that belong to ` 
lity the Organisation for Economic 


Co-operation: and Development 
spent 14 times more on each 
primary-school student than did 
the 36 developing countries with 
an income per head below $265 


29g. (in 1975 prices}. By 1977 that 


roe coman 


rapid” decline on 14 - 


‘ratio had risen to 50:1. 
The budgetary savings of slow- 
er population growth can be vast. 
In Malawi, for instance, every 


child of primary-school age.could. 


receive education by 2005 if fer- 
tility declines rapidly—for less 





















ild cost to provi 


schooling for only 65% of chil- 
dren if fertility does not fall. The 
World Bank reckons that, be- 
tween 1960.and 1980, the decline 
in fertility in South Korea cut the. 
numbers of primary-school chil- 
in 1980 by 2m. below what 
d otherwise have been. 
budget savings: $600m in 
1980, about 1% of Korea’s gdp. 
Plenty of children will, in the 
future; mean plenty of workers— 
or workless. Nigeria's labour 
force will double by the end of 
the century, whereas South Ko- 
rea's will hardly increase. New 
workers need capital, even if it is 
only a plough, so countries with a 
growing workforce have to invest 














“more—or spread their invest- 


ment more. thinly. It is already 
thin enough: if all Nepal’s gross 
investment in 1980 had gone to 











new workers, they would have 
got $1,260 each; if Japan had 
done the same, each new Japa- 
nesé worker would have got 
$535,000, As extra capital nor- 
mally boosts productivity and 
therefore income, the poverty of 
the poor in; a. rapidly. growing 
population is reinforced. 

As large families help to keep 
people and countries poor, how 
can they be made smaller? Chart 
2 shows the heart of the matter: 
death rates in poor countries are 
almost. down to. the levels in rich 
ones, but birth rates are still twice 
as high. The restraints on popula- 
tion that worked for centuries— 
many and-early-deaths, few and 
late marriages: (see: box)—are 
now ‘largely. irrelevant. Every- 
thing depends on parents choos- 


_ing to have fewer children. 


The way that is done usually 
attracts attention only when it is 
controversial. China has a one- 
child: policy, which in statistical 
terms. is undoubtedly producing 
results. In 1970, first babies. ac- 
counted for only 21% of all- 
births. By 1981 that. proportion 
had risen to 47%; in the three 


‘largest urban centres it exceeded 


80% in. 1982.China’s birth rate 
(the number of: births per. thou- 


Sand people) fell from 39 in 1960 


to 19 in 1982, roughly by one 


_ point each year; when such indus- 


trial countries as Britain and 
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Many population lessons for developing countries come from 
the demographic history of today’s rich countries. It also shows 
how different the experience of the third world is from that of 
the pre-industrial past. N 
Europe; parish records and the 
sixteenth century and beyond, show that people married late, if 
at all: barely half the women in the 15-50 age. group were 
married. Their children often died in infancy; life expectancy 
was low. In the eighteenth and nineteenth centuries, as incomes 
rose, people married earlier and had more children. But health 
improved only slowly, so death rates stayed high: around 1800, 
one in four Swedish babies dièd in infancy. Population:growth 
peaked in England at 1.6% a year in the 1820s: it stayed below. 
1% a year in France throughout the nineteenth century. 

The. next phase was. the “demographic transition”, with 
mortality and fertility both falling. Throughout most of Europe 
(England was an exception), changing cultural values, influ- 
enced by the French Revolution, encouraged the idea of social 
mobility, so poor parents started sending their children to 
school and paid less attention to Catholic teaching on birth 
control, Cultural factors also played a part in Japan’s transition, 
which took place suddenly in the middle of this century. 
Fertility rates were the same in 1950 asin 1930, but then halved 
by 1960: public policy had started to encourage smaller families, 
after the expansionist foreign policies between the 1920s and 










like going back to the 

























America. were reducing their 
birth rates over the same range, 


they managed reductions of only — 


0.3 points a year. But China’s 


population will keep growing for: 


many years even if couples have 
only one child. The number of 
women aged 20-34 almost dou- 
bled between 1950 and 1980, and 
“now having children. 
: Statistical. success of Chi- 
olicy should not conceal the 






human costs. Particularly:in the.’ 


countryside, parents still prefer 
sons to daughters; -rather than 
zave a girl for- their only’ child, 
ome have. killed their baby 


daughters.. Enforcing the one- 
‘hild norm needs social and polit- 


cal rigour that many countries 
1either have nor want. 

There is another way. Demog- 
'aphers have established close 
‘ausal links between several eco: 
1omic. and social variables and 
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-Too many babies 


Birth and death rates Crude rates par triousand 








declining fertility. Summarised 
crudely, fertility falls as incomes 
rise; education spreads- and 
health improves—changes that 
make parents want fewer chil- 
dren. Provided contraception is | 
available, they can then fulfil 
their wish for fewer children. As 
higher incomes. and better educa- 
tion and health are on every gov- 


‘emment’s agenda, “population 


control” ceases to have sinister. 
overtones and becomes a natural 


‘by-product of progress. 


This does not mean that it is 
bound to happen. Some of the 
social and economic changes are 
hard to achieve. Few govern- 
ments in poor countries are espe- 
cially keen to improve the lot of 
women, yet that would be the 
surest route to slower population 
growth. As chart 3 shows, fertil- 
ity falls once girls spend more 
than seven years at school (but is 
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Learning how not to 
Fertility rate* by education of wife 


*#Number of live births projected tor an average woman derived 


Source World Bank 


not independently affected by 
changes in men’s education). 
Educated women start having 
children later; they are better at 
looking after their children’s 
health, so less worried about 
them dying as babies; they know 
more about contraception; they 
develop interests outside home. 
Yet in virtually every poor coun- 
try, women still receive less edu- 
cation than men. In the Middle 
East and North Africa, primary- 
school enrolment rates are 50% 
higher for boys than girls. 

One caveat: in many countries, 
women do not want small fam- 
ilies. In a survey of six African 
countries, women told research- 
ers that they wanted between six 
and tine children. Among mar- 
tied women of child-bearing age. 
only between 4% and 17% of 
those questioned said they want- 
ed no more children, and most of 
them already had at least six. But 
the cultural bias favouring large 
families may change in Africa, 
albeit slowly, just as it has disap- 
peared, often quickly, in other 
parts of the world. 

One of demography’s biggest 
achievements has been to estab- 
lish that (a) throwing contracep- 
tives at people is not necessarily 
going to make them have fewer 


children; but (b) there is a huge 


“unmet need’ for contraception: 
By that they mean married wom- 
en who want to choose when to 


|} have children or do not want any 


more and yet are not using con- 


traception. Depending on the 


questions asked and on whether 
you count inefficient methods of 
contraception, the unmet need is 
enormous. In Bangladesh in 1979 
it was between 33% and 41% of 
women—perhaps not surprising 
given that country’s poverty. But 
South Korea, which has already 
brought its fertility down steeply, 
still had an unmet feed of be- 
tween 16% and:26%. And in the 
Philippines, another relatively 


‘ich country, 11% of married 
women of childbearing age who 























wanted no more children were 
not using any kind of 
contraception; » oe 
The message of this research į 
plain: more needs doing-to m 
contraception available, and in 
forms that women: find. a 















spent. ee one 
Looking ahead to 2000, 
Bank calculates that its “s 
dard” rate of fertility decline ca 
be achieved if total public spend- 
ing on family planning rises t 
$5.6 billion (1980 dollars), 
increase in real terms of 5% 
year. To achieve a “rapid” 
cline would need spending of $7. 
billion, a real rise of 7% a year 
The chances of getting eve 
5% annual increase look slim. 
Almost all poor countries are 
strapped for cash; rich countries. 
















United Nations’ conference on 
population in Mexico City next 
month, the Reagan administra- 
tion plans to. announce a mi 
policy of withholding aid to co! 
tries and agencies which sanction 
abortion. The big losers would be 
Bangladesh, Nepal, Egypt and 
Morocco, all of whom recei 


cut may entrench the righ 
verty as well, K 
*Our economics editor, Rupert 
nant-Rea, was.séconded to the 
that wrote the report, eee 










A seminar to be held at 
the Institute of Directors 
on Friday, 14th September 1984. 


Can fundamental reform sort out Britain’s tax 
muddle? = 
_. Following a provocative and widely read series of 
_ articles in The Economist last September, a seminar on 
- the subject has now been organised in co-operation 
with the Institute for Fiscal Studies. 


Theseminar, on 14th September, will comprise 
panel discussions conducted among leading tax 
experts, analysts, professionals in industry and reform 
enthusiasts. 


The aim will be to analyse the present system of 
- tax distribution, both corporate and personal, and to 
_ recommend reforms likely to stimulate the economy, 
simplify collection and provide for a more equitable 
system for raising taxes. 


l Under the chairmanship of Sir William Pile, 

former Chairman, Inland Revenue, the speakers will 
include: John Kay, Director, Institute for Fiscal 
Studies; Ruth Lister, Director, Child Poverty Action 
roup; Miriam O’Brien, Chairman, Office of the Irish 
ommission on Taxation; Rupert Pennant-Rea, 
Economics Editor, The Economist; Ian Stitt, Partner, 
_ Arthur Anderson and Alan Willingale, Group Tax 


CREAT Lee eee Pree eee ee eee eee 












| Lwish to attend the “Reforming British Taxes” seminar. 
Fee: £150 plus VAE > 


° ET Please invoice my company. E Please send further details. 


Return to: The Economist Conference Unit, The 
« 25 St, James’s Street, London SWIA IHG. © Economist 
oe ‘Telephone: 01-839 7006. Telex: 24344, a 
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NEW YORK'S 


cy HOTEL 


_ > Accommodations 
for transient and resi- 
dential occupancy. The 
centre of New York's 
museum, gallery and 
auction world. Conve- 
¿onient to bus and shop- 
ping. Three superb 
"restaurants. 

< Madison Avenue at 76th St. 
New York, N. Y. 10021 
Telephone: (212) 744-1600 
Cable: THE CARLYLE, New. York 
“Int. Telex: 620692 
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RoyW west Trust 
in the Isle of Man 


AN INTERNATIONAL CENTRE FOR 
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science. 


¿scientific opportunitie ge 





hind which of course lie the deeper gues- 
tions now being posed by ici 
theologians and. philosophers. 

you pick candidates for IVF? hi 
spare embryos resulting from these tec 
niques be disposed of or kept in cold 









ment on them? Should foet 
pered with, in the hope of « 





How far cant 
go? 







To create a child, a woman’s egg must sti 
be fertilised by a man’s sperm. 
bryo formed in this way must still 
and. gestate in a woman's womb. Thi 
much has not changed. l 

In IVF, the first requirement is a supply. 
of healthy eggs. These are obtained from 
the woman through a process known z 
laparoscopy. The follicles (cyst-1 
in the ovary in which the eggs are formeo 
are spotted by looking down a “laparos. 
cope”. The eggs are extracted with a lon 
thin needle. To make the surgeon’s j 
easier, hormones are used to: stimul 
extra egg production. Usually only a few. 
eggs are extracted, but. as many as 15 have” 


















Though scientists have not changed the essentials of procreation, they 
have ache te inproasingly sophisticated tools for controlling and 
monitoring them—so far, mainly to the benefit of both mother and child. 
This research has, none the less, raised fundamental ethical questions 
about whether society can accept that the unrestrained curiosity of its 


been obtained in a single session. Most of 
these are fertilised in the laboratory usin: 
the husband’s semen: Up to six of the. 
resulting embryos are returned to the 
mother-to-be (leaving a number of spare 









medical researchers is for the best. In the following five pages, we 
separate scientific fact from heated argument. 


Human beings are remarkably intricate 
organisms—so it is hardly surprising that 
much can go awry in the way they are 
made. When things go wrong, distressed 
couples are left unable to have children, 
or find themselves bringing up a child 
suffering from mental or physical disabil- 
ity or an inherited, incurable disease. In 
attempting to put matters right, scientists 
think they are doing good. 

_ The best known breakthrough came in 
1978 with the birth of the first “test-tube” 
baby, Louise Brown. Louise was the 
product of a procedure called in vitro 
fertilisation (IVF), which is actually con- 
ception not so much in a test-tube as in a 
flat laboratory bowl called a petri dish. 
Developed in Britain by Dr Patrick Step- 
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toe and Mr Robert Edwards of the Bourn 
Clinic in Cambridge, IVF has allowed 
several hundred infertile couples to pro- 
duce their own children. The evidence so 
far suggests the technique is safe. 

Infertility is not the only problem that 
may be solved on the laboratory bench. 
Closer observation of foetal development 
has made it possible to diagnose more 
diseases at these early stages. This gives 
the parents (or doctors) the chance to 
abort foetuses suffering from serious in- 
herited diseases. Insertion of foreign ge- 
netic material during the development of 
the foetus or embryo (gene therapy) may 
eventually allow the correction of na- 
ture’s more humiliating mistakes. 

In this article we examine somie of the 


embryos as candidates for experimenta. 
tion), With luck, one or two of th 
embryos implant themselves into the wal 
of the womb and develop normally, | 
So far, IVF has only been: used by 
fewer than 1% of infertile couples. Even 
tually, however, its use could be extended 
to almost a third of infertility cases. 
has generally been used on women whos: 
fallopian tubes (between ovaries an 
uterus) are irreparably blocked or da 
aged. The embryo is usually returned to 
the mother who has donated the eggs— 
giving rise to the term embryo replace 
ment (ER). There are, however, m 
other situations in which IVF may he 
H a woman is capable of be: 
dren, but not of producing 
might accept a fertilised egg fro: 
woman—if primed with the right se 
hormones. If a woman cannot re: 






















rent ways of making babies 


How fertilised: 


Genetic parents: 







her own fertilised egg might be 

ted in a surrogate mother. 

In the man’s side, attempts to over- 
the obstacle of male infertility have 
‘ar proved disappointing. However, 

jes where men produce too few sperm, 

r sperm which are too lethargic to reach 

egg in the normal way, can be treated 

y gently mixing egg and sperm in a petri 

ish. Using IVF in this way should prove 

‘more attractive alternative to artificial 

asemination by donor (AID), since both 

_of the people who plan to bring up the 
child are then its natural parents. 

Experience and research have already 

ought some improvements in IVF. For 

xample, in the early days of in vitro 
tion, it was noticed that eggs ferti- 
immediately on removal from the 
frequently failed to develop. Nowa- 
e eggs 
before fertilisation, giving them a 
etter chance of maturing into embryos. 

Such improvements in medical tech- 

Aques have increased the chances of a 

uccessful IVF birth five-fold (to almost 

5%), but this is still well below the 30% 

uccess rate a healthy woman has of 

ing birth to .a child once she has 

. One problem is that too many 

Vi ryos are still rejected after im- 

plantation. Here are some new ideas. to 













ientists. think..the hormone 

used to induce egg production 
re laparoscopy may, in fact, reduce 
eceptivity of the womb to the em- 
ryo. They say that the. hormones may 
simply stimulate too many egg follicles. 
As a. result, the follicles could. then re- 
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Unnatural alternatives 


are incubated for several. 


Child born from: 


Naturally 


IVF 
WF 


IVF 


lease an excess of steroid hormones, 


which would cause the womb wall to” 


reject the embryos after implantation. 


One solution is to keep the embryos on 


ice until the normal hormonal balance of 
the woman and her womb is restored (one 
month later). Embryos can be stored 
indefinitely in tanks of liquid nitrogen at 
temperatures of ~200°C or so. Earlier 
this year, a team of Australian scientists 
reported the first birth of a child from a 
frozen embryo. A Dutch group of scien- 
tists has also succeeded in rearing a child 
from a frozen embryo. Five others are on 
the way. The first children born from 
frozen embryos seem perfectly normal. 
None the less, some researchers argue 
that freezing introduces an unnecessary 
element of risk. 
There are two ways round this. One, 
based on a different set of hormones, 
reduces the number of follicles stimulated 
to produce eggs before a laparoscopy. 
Serono-Ares, a Geneva-based company, 
has recently developed a pure form of 
follicle-stimulating hormone FSH, one of 
the key regulators of egg maturation. 
Preliminary studies suggest that, for cer- 
tain women, FSH does not induce the 
over-production of steroid hormones that 
cause the embryo to be rejected.. The 
other technique is based on blocking the 
release of the woman’s own hormones 


involved in early pregnancy. This allows: 


the doctor to exercise complete control 
over the types of hormones floating 
around in the body, so he can ensure that 
the womb is in a condition to accept. an 
embryo for implantation. E. 
Yet another way to improve. the. IVF 


























`- Cromwell Hospital in London (in con- 






ficult to fertilise 
immature. In future, these might be ma- 
tured in the test-tube. Dr Bob Moor of © 
the Institute of Animal Physiology in 
Cambridge, England, has managed to 
mature sheep's eggs in the test-tube ready 
for fertilisation by mixing the young eggs. 

with hormones. The key to success here is 






= to trick the young eggs into thinking they 


ate still inside the follicle. The technique. 


. looks promising. Several healthy lambs 
- gambolling around Cambridgeshire are 


the product of eggs grown in vitro. 
Can the same be done with immature 
human. eggs? Professor Ian Craft of 


junction with Dr Moor) plans to try. Like 
the embryos, these eggs could be frozen 
for later use. Some people might find this 
more ethically acceptable than storing the - 
embryos themselves. There is also talk of 
donor egg banks—along the lines of do- 
nor sperm banks—which could be one 
way of providing anonymity for women 
who donate theit eggs. 

Why are there fears about freezing 
eggs? When an egg is released from a 
‘follicle, it undei hanges so that it 
hands on: t t amount of genetic 
information to.the child it may become, 
During this process, the chromosomes 
(carriers of- the genetic information), 
align along a spindle-like structure, which 
disappears when the egg is frozen. The 
worry is that, after thawing, the chromo- 
somes might no longer be properly 
aligned on—or might even be lost from— 
the spindle when it reappeared. This now 
looks as if it does not happen. Preliminary 
experiments with mice by Dr David Whit- 
tingham of the British Medical Research 
Council’s laboratories at Carshalton show 
that freezing does not damage the genetic 
content of eggs. 






































Experimenting with embryos wat 
Having made human embryonic tissue in 
a test-tube, and found how to freeze and 
store it, medical researchers are anxious 
to use it for experiments. They. believe 
they now have the tools to discover how 
the highly complex foetus is formed from 
a cluster of cells. Such experiments would 
also permit them to test potential drugs, 
so that disasters like thalidomide can be 
avoided. More immediately, they want to 
learn why IVF embryo implantation fre- 
quently fails and how to check for defec- 
tiveembryosy. <=. o o , 
-Contrary to popular belief, there are 
not that many spare embryos available for 
experimentation. And there are likely to 
be fewer as ways to freeze eggs are found. 
If experiments on embryos are permitted, 
scientists. will have to create embryos 





ecifically for that purpose. Some are 
ready doing so. 


Here are some of the things researchers ` 


. With IVF, scien- 
its would be able to check for chromo- 
‘mal mistakes that can cause a spontane- 
1s abortion, or check for genetic errors 
at can lead to the birth of a defective 
ild. Checking for errors, however, 
ould mean having to split up the em- 
‘yo. Once the fertilised egg started di- 
ding into a cluster of 8-10 cells, it could 
+ split into two before one half is im- 
anted into the womb. One half would 
: screened, so the researchers could 
‘cide whether the embryo was healthy 
id had a good chance of survival; the 
her half would then be implanted into 
e mother. However, like freezing, such 
terference with the embryo may itself 


ould like to do with embryos: 
Embryo 





troduce further risk of producing an. 
normal child. 

None the less, the technology for the 
ocedure already exists. Dr Steen Wil- 
dsen at the Institute of Animal Physiol- 
y in Cambridge has managed to split 
eep embryos at the crucial “blastocyst” 
age (just before implantation). The im- 
anted half of the blastocyst quickly 
mpensates for the loss of its other half, 
id healthy lambs are produced. Dr Wil- 
dsen is now attempting to develop a 
reening technique for an even earlier 
ige of embryo development. In man, 
abryos transferred at the blastocyst 
age are often rejected by a human 
other-to-be. 

Gender-rigging. Nobody is (yet) sug- 
sting that parents should be allowed to 
oose the sex of a child. But doctors 
uld like to screen for individuals who 
ay inherit diseases carried by a sex 
romosome and therefore manifest 
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mainly in one sex. Female embryos, 
which do not generally develop such “‘sex- 
linked” diseases, could be selected and 
used for IVF implantation. 

Such sexing is already possible using 
amniocentesis—the process in which foe- 
tal cells from a sample of fluid withdrawn 
from the womb are cultured and diag- 
nosed for their genetic content. This can 
then be followed by abortion if the par- 
ents wish. i 

But new techniques would make the 
decision less distressing. For instance, the 
choice (to abort or not) could be made 
just after fertilisation. One way would be 
to use a standard biotechnology tool 
known as DNA hybridisation which uses 
chemical “probes” to home in on the 
male chromosome. This has already been 
done successfully in mice. 

A remarkable step farther has been 

taken by Dr David Dresser of the Nation- 
al Institute for Medical Research in Lon- 
don. He has found a way of telling what 
sex a bull’s sperm will produce—before 
insemination takes place. That means 
decisions about the sex of a cow's progeny 
can be made even before fertilisation. A 
sperm carrying a Y-chromosome will 
make a male embryo; one carrying an X- 
chromosome a female embryo. Dr Dress- 
er has discovered a fluorescent dye, which 
gives a different pattern according to 
whether a particular sperm has an X- ora 
Y-chromosome. One day, such a method 
will probably be feasible for human 
beings. 
@ Embryos for transplant. Tissue taken 
from aborted foetuses—ie, embryos at 
much later stages—has already saved 
lives. Thymus tissue from aborted foe- 
tuses is already used to help children born 
without a thymus gland who otherwise 
would die. Foetal cells are preferred as 
they are still rapidly growing and are 
easily stored, in frozen form, ready for 
transplant. However, as with adult tissue, 
foetal tissue seems to be rejected by the 
recipient adult. The earlier embryonic 
tissue might prove more suitable, as it has 
not yet developed the molecular markers 
that the body’s immune system recognises 
as foreign. 

Back at Carshalton in Britain, Dr Whit- 
tingham has shown it is possible to trans- 
fer embryonic cells from a healthy mouse 
to the embryo of a mouse which would 
otherwise die in the uterus, and so pro- 
duce another healthy animal. So far, 
however, there is little evidence to sug- 
gest that embryonic tissue could be trans- 
ferred to an adult animal and survive. 
Anyway, the embryonic tissue would 
probably have to be grown in the labora- 
tory beyond the blastocyst stage, when 
cells begin to differentiate (ie, take on 
their own individual structure and 
function). 
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Tampering with human cells at that 
stage might raise moral objections. Non- 
scientists understandably fear that such 
experiments could lead to making whole 
babies in the laboratory. 





Gene screening 


Of all the children born today, 2-5% are 
afflicted with some congenital malforma- 
tion or genetic disease. In Britain, such 
cases account for a third of children’s 
admissions to hospital and half of all 
deaths in childhood. 

Given the choice, many parents would 
prefer to abort a defective child than have 
to take on the financial and social conse- 
quences of rearing it. Often the defect is 
the result of some genetic abnormality 
built into the child’s own DNA. Little 
progress has been made in trying to find 
treatment for these genetic diseases. 
Thus, for now, one option is to find better 
screening methods—preferably early on 
in foetal development so the decision to 
abort can be made easier. 

Prenatal diagnosis currently relies on 
three different techniques (eg, amniocen- 
tesis) that are not accurate enough, carry 
an element of risk, or are performed too 
late in pregnancy. Laté diagnosis can 
make abortion resemble premature la- 
bour, which is both dangerous and dis- 
tressing for the mother. 

A new technique, first shown to be 


effective at St Mary’s Hospital in London, — 


has arrived on the scene which permits 
foetal cells to be sampled when the foetus 
is only nine to 10 weeks old instead of the 
usual 15 to 18 weeks. Known as chorionic 
biopsy, it involves inserting a fine needle 
into the womb to take a sample of cells 
from the chorionic villi (protusions that 
act as a structural support for the foetus 
during its early development and later 
become part of the placenta or degener- 
ate). These cells, like the rest of the 
foetus, carry all the genetic coding of the 
offspring. 

Some doctors now feel that chorionic 
biopsy has so many advantages that it 
should be adopted as soon as possible— 
especially as the technique is quick, easy 
and painless and the results can be had 
within a few hours (amniocentesis results 
can take four weeks). Doctors in Milan 
are already using it to screen for Down's 
syndrome (mongolism). 

The trouble with chorionic biopsy is 
that nobody can judge what the risks 
associated with it really are. Miscarriage 
often happens at this stage of pregnancy 
anyhow. A recent study carried out by the 
World Health Organisation (WHO) cal- 
culated the risk of miscarriage with chori- 
onic biopsy to be 5%. Dr Bernadette 
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Perfection on the screen 


Modell of University College Hospital in 
London, who pioneered the method, 
points out that this figure is less than the 
normal incidence of miscarriage at this 
stage of pregnancy. Clearly, proper clini- 
cal trials would determine the true risks 
and benefits. 


Probing for disease 

Genetic abnormalities were first uncov- 
ered by sieving through the proteins, 
whose chemical code is carried in the 
DNA, to see if any are altered or missing 
as a result of a mistake in that code. But 
defects can be missed by this technique if 
only the chorionic villi are screened. The 
villi do not produce all the body's pro- 
teins, only some of them. 

So scientists are now trying to screen 
the DNA itself. One way is DNA hybri- 
disation where synthetic “probes”, radio- 
active copies of genes, home in directly 
on any defective genes present in the 
strand of DNA under analysis. Research- 
ers hope to build up an array of these 
probes for a range of genetic diseases. 

The task is by no means easy. Often, 
what at first appears a simple disease can 
be extremely complex at the genetic level. 
Different people may have different bits 
of DNA missing or the DNA may be 
altered in some way. What is needed is a 
detailed knowledge of the molecular na- 
ture of the genetic disorder—which in 
many cases does not exist. 

Scientists are finding some short cuts 
through this maze. Fortunately, genes 
vary as much as people do. And the 
variation in certain stretches of their 
DNA (parts containing no protein-coding 
genes) can be passed on from parent to 
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child in the same way as ordinary genetic 
traits. Often these variations lie so close 
to a defective gene that they are almost 
always inherited together. It is then feasi- 
ble to look for the tell-tale marker. 

Most of the headway is at present being 

made among those diseases whose defects 
can be traced to a single gene—eg, blood 
disorders like sickle cell anaemia. So what 
would be the consequences of screening 
such single-gene diseases? Consider: 
@ Recessive diseases. Genes come in two 
copies, one from each parent. Recessive 
diseases become physically apparent 
when both parents pass on the same 
defective gene to the child. Recessive 
diseases are extremely rare and most 
parents often do not know they are at risk 
until they have a sick child. 

In some populations, however, genes- 
responsible for recessive diseases occur 
quite frequently. This may be because, 
for some bizarre reason, a single copy of 
the gene carries a form of protection. 
Sickle-cell anaemia and thalassaemia (an 
acute form of anaemia) are both fairly 
common in Africa and Asia. The interest- 
ing thing is that people who carry the 
genes tend to be resistant to malaria. 

When such genes become common 
within a population, and routine screen- 
ing is available, then the consequences 
can be dramatic. In Sardinia, for instance, 
15-20% of the population are carriers for 
severe form of thalassaemia, in which 
children with two copies of the abnormal 
gene die soon after birth unless given 
frequent blood transfusions. A campaign 
involving screening and abortion of po- 
tential victims, cut the incidence of thalas- 
saemia at birth five-fold (to 0.1%) be- 


Py 


tween 1975 and 1980. 

@ Sex-linked diseases. Disorders that ap- 
pear predominantly in men are caused by 
recessive genes on X-chromosomes. 
Women have two X-chromosomes and 
get the disease only if both parents pass 
on the trait. Men inherit just one X- 
chromosome and have no compensating 
copy. 

Diseases linked to the X-chromosome 

include haemophilia (defective blood 
clotting), Duchenne’s muscular dystro- 
phy (a progressive and fatal paralysis) and 
acondition know as fragile X (the second 
most common form of mental retarda- 
tion). The good news is that sex-linked 
diseases are among the first successes of 
the new DNA markers. Six of these 
diseases can now be screened this way. 
@ Dominant diseases. In some cases, a 
person who inherits just one copy of a 
faulty gene from his parent will show 
symptoms if that gene is dominant—the 
faulty gene overrides the effects of the 
healthy gene. There are nasty dominant 
diseases, eg, Huntington's disease which 
causes premature death of certain nerve 
cells, triggering inexorable mental and 
physical deterioration and ends in death. 
A DNA marker that lies close to the 
Huntington’s disease gene has been re- 
cently identified, and Britain is to start 
screening families at risk. 





Gene curing 


Screening for faulty genes is one thing. 
Putting them right is a very different 
matter. Packed into the nucleus of every 
human cell are 50,000 to 100,000 pairs of 
genes arrayed on 23 pairs of chromo- 
somes. Science is not yet in a position to 
alter entire chromosomes. But it can, in 
some instances, rectify nature’s genetic 
mistakes. After a decade of stunning 
advances in molecular biology, human 
trials to repair genetic damage can be 
only a year or so away. 

It was Archibald Garrod in Britain who 
first suggested, as long ago as 1908, that 
recessive disorders are caused by the loss 
of a double dose of a missing or defective 
gene. If just one gene fails to switch the 
production process on for a single en- 
zyme, the patient’s body may accumulate 
one or more toxic chemicals—enough to 
cause severe mental and physical 
disabilities. 

In 1980, Dr Martin Cline of the Univer- 
sity of California at Los Angeles (UCLA) 
removed the bone marrow from two 
children suffering from beta-thalassae- 
mia—a form of anaemia caused by having 
defective blood protein (haemoglobin) in 
the red blood cells. He treated the bone 
marrow with a normal haemoglobin gene 
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and hoped that, once returned to the 
patients, the treated marrow might make 
normal red blood cells. 

Treatment did no harm, but failed to 
work. Dr Cline was reprimanded and 
stripped of his government grant because 
the project had not passed ethical muster 
with a review board at UCLA. The board 
had, in fact, turned him down because 
animal experiments had also proved a 
failure. 

What remains scientifically tricky is 
deciding how the gene should be incorpo- 
rated into the cells of the patient. Special 
viruses, which do not kill off the cells they 
infect, look promising vehicles in this 
regard. At the moment, “adapted” retro- 
viruses are being used. These are tumour 
viruses that enter the body’s cells when 
they are dividing, inserting their viral 
genes into the cells’ chromosomes. The 
idea is to engineer the genes the patient 
lacks into the retrovirus and so use it to 
transport and deliver the needed heredi- 
tary material to the human target cells. 

Dr Richard Mulligan and colleagues at 
the Massachusetts Institute of Technol- 
ogy, working with Dr David Nathan of 
the Children’s Hospital in Boston, have 
genetically engineered a novel retrovirus 
system. This is capable of carrying a 
foreign gene into bone marrow cells, At 
the same time, however, it traps the virus 
in these cells and prevents it reproducing. 
Once it has delivered a desired foreign 
gene to its destination, the virus loses its 
infectivity and effectively self-destructs, 

The Boston researchers have yet to try 
their system to cure any animals. But they 
have been able, for demonstration pur- 
poses, to select a gene from bacteria, 
transfer it to the bone marrow of mice 
and then have the gene survive when this 
treated bone marrow is subsequently 
transferred to other mice whose own 
narrow has been destroyed by 
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irradiation. 

Bone marrow is the ideal experimental 
tissue as it contains so-called stem cells 
which divide indefinitely—the best medi- 
um for retroviruses, But this, in turn, 
means that, if the bone marrow takes up 
the foreign gene, their descendants will 
carry it and the new genetic trait will be 
handed on to various types of mature 
blood cells. 

Unfortunately this isunlikely to be ofuse 
for those diseases which seem eminently 
suited to such an approach—especially the 
hereditary blood diseases such as sickle cell 
anaemia and thalassaemia. Lasting cures 
for such illnesses will not only involve 
treatment with normal genes, but will also 
have to await a much better understanding 
of how these normal genes interact with 
other genetically-programmed signals in 
the body. 

Other (simpler) genetic diseases— 
though not blood disorders—might be 
cured by endowing young bone marrow 
cells with the “right” gene. For instance, 
stem cells could be loaded with a gene 
that would cause white blood cells to 
produce an enzyme a patient lacks. This 
would then be free to circulate within the 
bloodstream and tissues. 

Candidates for such treatment include 
inherited inabilities to fight infection and 
the Lesch-Nyhan syndrome, which occurs 
about once in every 100,000 live births. 
Lesch-Nyhan patients lack one in the 
sequence of enzymes essential to the 
breakdown of uric acid. Sufferers become 
severely retarded mentally and have to be 
restrained from literally biting their bod- 
ies to shreds. Indeed, the outlook on 
these patients is so poor that few, if any, 
survive beyond their "teens. Again, the 
hope is that, supplying the missing en- 
zyme (dubbed HPRT) in the form of its 
gene, will at least slow the progression of 
the disorder or even cure it altogether. 
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At the University of California in San 
Diego, Dr Jarvis Seegmiller and his col- 
leagues have obtained immature white 
blood cells from Lesch-Nyhan patients, 
and grown them in laboratory cultures, 
HPRT production goes up once the nor- 
mal gene coding for it is introduced via a 
retrovirus system into these cultured 
cells. 

Scientists at the nearby Salk Institute in 
La Jolla, though deprived of a proper 
animal model for the disease, have man- 
aged to transfer HPRT genes—via their 
own retrovirus system—into mice which 
have artificially been made incapable of 
producing the enzyme. This partially re- 
Stores the manufacture of the enzyme, 
Suggesting that, although there is a dou- 
ble dose of genes in patients with the 
disease, they may be helped by the intro- 
duction of just one healthy gene that is 
fully capable of dealing with uric acid. 

The Lesch-Nyhan syndrome illustrates 
the uncertainties that surround the entire 
field. Nobody knows, for instance, 
whether less uric acid in such peripheral 
organs as the liver and kidneys would also 
be followed by a parallel improvement in 
the patient’s brain cells. The new enzyme 
will be circulating in the bloodstream and 
may not be able to get to the brain at all. 
More important, scientists wonder 
whether the retrovirus will be of use in 
treating brain damage, as brain cells do 
not divide. 

Presumably, the day will come when 
parents who are known to be at risk of 
having a Lesch-Nyhan baby will choose to 
have the mother’s eggs fertilised in vitro 
by her husband’s sperm, so that the 
embryo can be tested for the possible 
absence of the HPRT gene. The embryo 
may then be either aborted or furnished 
with the gene before being transferred to 
the mother’s womb, 

The first clinical trials of gene therapy 
via retrovirus may be delayed by safety 
considerations. Everybody in the field is 
sensitive to the growing evidence that all 
people carry genes called oncogenes that 
can cause cancer. Even if disarmed, the 
retrovirus might somehow activate these 
normally-quiescent genes. If this risk is 
deemed real, other techniques of gene 
transfer may have to be found. Several 
are on the drawing board. But none as yet 
does the job as reliably as the retrovirus. 

Would-be gene therapists are eager to 
get on with the work, but controversy 
caused by Dr Cline’s experiments at 
UCLA has made them wary. Even if they 
are not now more conscious of the physi- 
cal dangers and moral questions raised by 
their activities, they know that the regula- 
tory authorities (particularly in the Unit- 
ed States) are nowadays on the alert. The 
therapist who cuts corners risks bringing a 
professional career to an abrupt end. 
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“COALINPAKISTAN 
“THE WATER AND POWER DEVELOPMENT AUTHORITY 


l asemi-autonomous agency of 
THE GOVERNMENT OF PAKISTAN 
plans to 


< install and commission the first of a series fo 300mw capacity idigenous COALEI IRED 
- POWER GERNERATION STATIONS by the beginning of 1989. Discussions are 
~ being held with USAID, WORLD BANK, ASIAN DEVELOPMENT BANK and other 
finacial agencies regarding the financing of the project. The power plants are to 
_ installed at Jamshoro, 150 kilometers northeast of Karachi. 


-The quantity of COAL REQUIRED for the first unit will be about 1.4m TONNES PER : 
_ YEAR and is to be supplied from the LAKHRA COAL FIELD situated about 50km from 
_ the power plant site. 


: The Lakhra coal field is spread over an area of about 400sq. kilometres located to the 
“north-west of Hyderabad and about 220km north-east of Karachi. ‘There are private as 
~ well as public lease holdings in the field. The major public holding is in the name of Pa- 
kistan Mineral Development Corporation (PMDC), a semi- -autonomous agency of the 
_ Government of Pakistan. 


_ EXPERIENCED EXPATRIATE AND PAKISTANI PRIVATE COMPANIES ARE INVIT- 
-ED TO PARTICIPATE IN THE INVESTMENT, DEVELOPMENT, AND MANAGE- 
MENT OF MINES TO SUPPLY LAKHRA COAL TO THE POWER PLANTS. i 


~The following options are open for consideration: 

_(\) Participation on equity basis with‘\WAPDA and PMDC in the formation of a new 
“company named THE LAKHRA MINE DEVELOPMENT COMPANY (LMDC) organ- 
_ ised under Pakistan Companies Act of 1913, to develop primarily the PMDC holding at 
_ Lakhra coal field. 

(I) LONG TERM CONTRACTS preferably with Pakistani and ‘expatriate joint 
-_ventrures to supply coal to WAPDA from private concession areas. 


te PRIVATE PARTIES, BOTH EXPATRIATE AND PAKISTANI, interested i in associating © 

_ themselves with WAPDA and PMDC in the LMDC or supplying coal from private 

- holdings in the Lakhra coal field ARE REQUESTED TO CONTACT either of the _ 

-adresses indicated below to OBTAIN A “REQUEST FOR PROPOSALS”. DOCU- i 
MENT AS SOON AS POSSIBLE. 


THE DETAILED PROPOSALS MUST BE RECEIVED NO LATER THAN 39 AUGUST 
1984 BY EITHER OF THE SAME ADDRESSEES. ; 


MR INAYATULLAH KHAN, DR ROBERT F CHORD, 
GENERAL MANAGER (GENERATION) CHIEF, ASIA/TR/EFE, 
| WAPDA, 186 WAPDA HOUSE, UNITED STATES. AGENCY FOR woe 
_LAHORE, PAKISTAN. _ a INTERNATIONAL DEVELOPMENT, 
TELEPHONE: 304787 WASHINGTON, D.C. 20523. — — 
TELEX: 44009 WAPDA PK. TELEPHONE: 2 632- 0212. a a 
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nthe mind’s eye 

REUD: The Assault on Truth 

y J. M. Masson. l 

ber and Faber. 308 pages. £9.95. 


FREUD AND THE CULTURE OF 
PSYCHOANALYSIS 
y Steven Marcus. 


a eorge Allen and Unwin. 268 pages. 
W018. 


LORD OF THE UNDERWORLD 
y Colin Wilson. 
he Aquarian Press. 160 pages. £7.95. 


“Freud: The Assault on Truth” is the 
suitably sensational title of a revisionist 
ibook on Freud that has caused a furore in 
wsychoanalytic circles. Its author, Mr Jef- 
Frey- Masson, is a flamboyant former 
Sanskrit scholar. 

The theme of the book is that Freud 
suppressed his original “seduction the- 
ary” through moral cowardice and be- 
cause he was dishonest. . This theory, 
outlined by Freud in his 1896 paper “The 
Aetiology of Hysteria”, which he deliv- 
ered to the Viennese Psychiatric Society, 





In presenting his paper, Freud realised 
hat he would become “one of those who 
iad disturbed the sleep of the world”, 
Che paper, however, was received in 
ilence by his peers, 

This silence, and Freud’s resulting iso- 
ation, is one of the reasons Mr Masson 
dvances for his: abandonment of the 
iginal theory in 1897. According to Mr 
Aasson, the original. theory grew out of 
'reud’s'sojourn in Paris in 1885; where he 
vorked with Charcot, the French neu- 
ologist. There. he would’ have. been: ex- 
osed to the French literature detailing 
ie reality and frequency of sexual abuse 
f the young within the family, as well as 
‘itnessing autopsies on victims of these 
ssaults in the Paris morgue. i 

Mr Masson holds that these experi- 
aces would have confirmed Freud’s 
‘owing belief in childhood seduction 
om the accounts given to him by his 
omen patients. However, there wasa 
junter-influence in Parisian’ literature 
IE ECONOMIST JULY 14, 1984. 


that attested to the fact that children 
often lie about being sexually assaulted, 

The main evidence, though, for 

Freud's back-tracking,: Mr Masson con- 
tends, lies in unpublished correspondence 
with his friend, Wilhelm Fleiss, the Berlin 
ear, nose and throat specialist. Anna 
Freud allowed Mr Masson access to these 
116 letters to edit for publication, Some 
show Freud in an unfavourable light—for 
instance in his blind loyalty to’ Fleiss’s 
theory of the nexus between the nasal and 
sexual organs. When Fleiss performed a 
barbaric and unsuccessful nose operation 
on Emma Eckstein, one of Freud’s pa- 
tients, which caused her terrible suffering 
and nearly killed her, Freud went to 
extraordinary lengths to exonerate Fleiss 
from any suggestion of blame; he even 
accused the hapless Emma of bringing her 
fate on herself through sexual wish- 
fulfilment. 

Here, suggests Mr Masson, can be seen 
the transformation in Freud’s thinking 
‘from the notion of the sexual seduction of 
children to that of girls desiring their 
fathers—the move, in other words, from 
the seduction theory to the Oedipus com- 
plex and the theory of infantile sexuality, 
which are recognised as the starting point 
of psychoanalytical theory. Neither of 
these theories was any more acceptable to 
the establishment, however, so Mr Mas- 
son’s claim is not proved, 

Mr. Masson’s view is based on his 
contention that the original seduction 
theory is the true one and that psycho- 
analysis has been built on faulty founda- 
tions—hence the whole discipline is false: 
Serious charges, indeed, but to accuse 
Freud of moral cowardice is not borne out 
by what is known of him historically. For 
example, he parted company with his heir 
apparent, Jung, rather than water down 
his theory of sexuality. Furthermore, 
when asked about the quality most need- 
ed to withstand the rigours of analysis, 
Freud is reputed to have replied: “Cour- 
age, courage and courage.” 

Professor Steven Marcus’s book is a 
calmer look at Freud and psychoanalysis. 
He takes a pessimistic view of the future 
of the movement in America and agrees 
with Mr Masson in criticising editorial 
practices to do with Freud’s correspon- 
dence, exempting only the Freud/Jung 
letters. 

Professor Marcus uses the published 
letters of Freud to Fleiss ‘to illustrate the 


ing indecisively between the two sides of 









































Assault on Freud 


fact that these men were drawn together 
out of their mutual attempt to heal the 
centuries-old Cartesian distinction be- 
tween mind and body. 

In the “Three Essays on the Theory of 
Sexuality”, Freud was at his most Dar- 
winian, as he delineated the complex 
relations between the developmen 
species and the development of th > indi- 
vidual. He claimed that in human cultural 
evolution, sexuality remains the “weak 
spot”, the part most resistant to civilised 
constraints. Unlike Darwin, he was unin- 
hibited in publishing. controversial ideas 
and talked of himself as a “conquistador 
or adventurer”, we s 

Professor Marcus claims that the wan- 
ing influence of psychoanalysis in the 
United States today is due to its distance 
from the active intellectiial and cultural 
life there. 

Other factors have contributed to the 
decline. One is economic—it offers too 
little to too few for too much financial ; 
outlay. A recent survey shows that only 
20% of analyses in the United States are 
in the classical tradition of five sessions a 
week. Another factor is the discovery of © 
other methods of treating pedple. As a 
result, psychiatry is losing interest in- 
psychoanalytic technique. 

In “Lord of the Underworld”, Colin 
Wilson adds Jung to his collection of 
“outsiders”, This biography conducts the 
reader on a whirlwind tour of Jung’s 
psychology—the 20 volumes of the col- 
lected works are broken down into digest- 
ible morsels for the reader—and of Jung's: 
relationship with Freud, with women and 
with life. oe ee 
Mr Wilson takes Jung to task for hover- 
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THE GULF STATES: 


Business Opportunities in 
the 1980s 


Many changes have taken place in the Gulf 
States since the initial period of develop- 
ment, but business opportunities are still 
plentiful for the foreign investor who 
knows where to look. 


This thoroughly researched report bya 
major consultancy will ensure that your 
organisation has up-to-date information on 
the state of these wealthy markets, and the 
business opportunities available. 


Available from: Metra Consulting Group 
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Microtechnology 
in Banking 


AN OVERVIEW 


This report draws primarily on the UK 
banking experience but also takes in the 
broader international scene. Examines the 
new electronic tools available and the extent 
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mechanices of new services and systems 
and how they may evolve. 
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his personality—ie, between scientist and 
occultist—the latter being Mr Wilson’s 
own fascination. Indeed, Jungian analysts 
often find it difficult to synthesise the two 
approaches in their work with patients. 

The book leaves the reader with the 
impression of a neatly packaged presenta- 
tion of a complex man’s long involvement 
on the path to find meaning in life. The 
use of the word “subconscious”, for ex- 
ample, when applied to Jung’s concept of 
“unconscious”, serves to illustrate Mr 
Wilson’s lack of a true understanding of 
Jung, who rejected this Freudian term 
because it carries the implication of being 
beneath consciousness, in the derogatory 
sense of Freud’s“‘id”’. 


Miller’s tale 


SALESMAN IN BEIJING 
By Arthur Miller. 
Methuen. 254 pages. £9.95. 


Last year, Arthur Miller was invited to 
Peking to direct the first Chinese produc- 
tion of his play “Death of a Salesman”. 
Bed, board and transport were his only 
material remuneration; the true reward 
was intangible. “Salesman in Beijing” is 
the diary he kept of the six to seven weeks 
it took to rehearse the play. At the start, 
the cast did not even know what a travel- 
ling salesman was. 

Mr Miller, as his plays bear witness, is 
an elegant writer and a bit of a thinker. In 
Madam Mao’s day, he would have been 
branded a “stinky number nine’”—the 
phrase then used in China to belittle 
intellectuals. Lower than that you could 
barely sink. 

His book is not just a record of a 
slightly eccentric theatrical venture. It 
ranges back to the author’s experience as 
a liberal in postwar America; and forward 
to thoughts about China—so far as one 
intelligent, but necessarily blinkered, 
non-Chinese-speaking American was 
able to perceive it. 

How do you direct a play when you 
cannot fathom the language? Mr Miller 
relied on his ear—on cadence and pace, 
leaving the fanciful Chinese imagery that 
had replaced his own spare prose to take 
care of itself. He stopped the actresses 
from “warbling”, the actors from gesticu- 
lating and tried to get them to be most 
American by being most themselves. 
Well-meaning notions about the oneness 
of man were never far away. Whether the 
Chinese, who can be as xenophobic as 
anybody, took kindly to this is not 
recorded. 

Nor is what the Chinese press made of 
the experiment after the first night. Mr 
Miller does not think much of Chinese 
critics—apparently with good reason. 
Since nothing in China happens without 





The Lomans: losers in any language 


the party’s fiat, to criticise is to passe 
judgment on people in power. Hence few 
plays are panned, unless they are beings 
used as ammunition in a political battle. 
When critics do damn a play, however, itil 
guarantees standing room only. The partys 
therefore prefers other ways of keeping] 
heresy at bay—like buying up all the 
seats. In China, a full house can some- 
times, paradoxically, mean that nobody 
sees the play. 

To ensure maximum publicity, Arthusy 
Miller’s Chinese friends urged him to be» 
interviewed and allow questions to be 
asked so that an alien political interpreta- 
tion could not be grafted on to the play. 
So he called a press conference, only to# 
find that the journalists asked few ques- 
tions, but sat, pen in hand, ready tc 
record what they were supposed to think 
One question that was asked: “Is the fate 
of Willy Loman due to his having failed te 
keep up-to-date with modernisation in his} 
way of doing business?” Only in Deng 
Xiaoping’s China could that have seemee 
an appropriate question. 

Arthur Miller wrote the play in 1949 
the year China fell to the communists. Ir 
the United States then, even a suggestion 
of shortcomings in the American way Of 
life was tantamount to treason. So whew 
“Death of a Salesman” was filmed in the 
early 1950s, Willy Loman’s reveries were 
made to seem the ravings of a madman 
Arthur Miller hated that movie. He hatec 
even more the short film that was mean! 
to accompany it but was never in fac 
released, in which professors from the 
New York School of Business testify thai 
Willy Loman failed because he was ineffi- 
cient, not because of any flaws in ar 
honourable profession. Come to think o 
it, that line is not so different from the 
Chinese one of 1983. 

This is a memorable book, full o 
observation and fun to read (the accoun 
of how to order orange juice in Chin 
belongs in an anthology of humour). | 
should have a wide appeal. 
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Art auctions 





The bulls, the bucks and the nobs 


Too much money is chasing too few 
works of art, helping to drive up auction 
prices for top-quality items to unprece- 
dented levels. Only dollarhoea can ex- 
plain the $28.5m paid for the Duke of 
Devonshire’s old master drawings and the 
record-breaking near $10m recently 
shelled out for a Turner landscape. 

British museums have been priced out 
of the market by a small nucleus of 
Americn industrial Midases, their wives 
and heirs, and by institutions with oil 
money, like the J. Paul Getty museum in 
Malibu and the Kimball museum in Fort 
Worth, Texas. Mrs Seward Johnson, the 
widow of a pharmaceutical tycoon, paid 
$4.8m for a black chalk study of a man’s 
head and hand by Raphael in Christie’s 
auction room last week. Another seven 
drawings by Rembrandt, Van Dyck and 
Holbein were acquired for $9.2m by the 
Getty museum. 

The British art institutions refuse to be 
drawn into this game. The British Muse- 
um drew the line at the price the Duke of 
Devonshire wanted for all 71 drawings 
from Chatsworth. It originally offered 
$5m and even after the duke had made 
some concessions, the two sides were 
several hundred thousand dollars apart, 
so the museum lost the lot. Mr Noel 
Annesley, director of drawings and prints 
at Christie’s, thought the drawings from 
Chatsworth would produce $14m. 

Mr Annesley triggered American buy- 





iold to the man in a $10m hat 
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ing interest by means of a private slide 
show to 300 potential buyers in New York 
at the end of May. Still, even he never 
expected the Italian drawings to fetch 
quite so much. 

Just like the British Museum at the 
Chatsworth sale, the National Gallery of 
Scotland did not have the $2m Lord 
Clark’s heirs required for a private sale of 
the Turner landscape. As a result, the 
painting was eventually knocked down 
for five times that sum at Sotheby's. 

The craze for objets d’art owned by the 
rich and the socially prominent has driven 
the price of French eighteenth-century 
furniture far higher than the dealers 
dreamed was possible. Mr Anthony Vic- 
torio, a New York furniture dealer, says: 
“The ridiculously high prices are the 
result of buyers uncertain of their own 
taste. They are willing to pay far more in a 
big public sale than they would in a 
private transaction with a dealer.” 

This new acquisition binge is not seen 
as a way of hedging old money against 
inflation, which was the main attraction in 
the 1970s. Rathér, the new multimillion- 
aires who are building up collections now 
have made their extraordinary fortunes 
comparatively recently—from the Wall 
Street bull market that started snorting in 


the summer of 1982, from the upsurge in _ 


real-estate prices and from the corporate 
takeover boom. Mr Saul Steinberg, who 
recently made $81m on a block of Disney 
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shares, is acquiring Flemish old masters. 

“Mr William Koch and Mr Frederic 
Koch, who sold their interest in a large 
private midwestern oil company, are buy- 
ing Impressionist and old master paint- 
ings to present to the Boston Musuem of 
Fine Arts on a long-term loan. 


Andrei Tarkovsky 

























































Covent 
him unpopular in Russia. 


„ø In my latest films and maybe in 

. my future ones, I present just 

one issue. I want to show that 

there is something in the world 

that is quite discernibly wrong. This is 

the disharmony between man’s spiritual 
and his material existence. 

Mankind has always striven to influ- 
ence the world through art since art has 
existed. But on the whole it has always 
failed. to have much social or political 
effect. I think now, looking around me 

and also looking back, art cannot really 
affect social development. It can only 
influence the development of minds, It 
can work on our intelligence and on our 
spirit. But for changing things, there are 
greater social forces than art. 

It seems to me that before trying to 
alter the world, man needs to alter 
himself, Our greatest crime, perhaps, is 
to attempt to change others, to try to 
“change the world through art”, without 
having undertaken a transformation of 
ourselves. The social function of art can 
only be á second step. 

Isthink this applies to all arts, by the 
way--cinema, poetry, music (which I 
believe is the greatest of them all). 
Western art, including Russian art, of 
the nineteenth and eighteenth centuries, 
the romantic movement, extols the indi- 
vidual crushed by external forces, strives 
for freedom, decries the suffering of the 
individual. It is dreadfully egorstic. If 
you compare it with Taoist music, for 
example, of which I used a bit in my film 
“Nostalgia”, you will find it amazing 
how devoid it is of the personal lament. 

I am ever more interested in oriental 
philosophies, in which the sense of exis- 
tence lies in contemplation and in the 

fusion of man and. universe. The west is 
too rational and the. sense of western 
existence seems to be rooted in a prag- 
matic principle: a little bit of everything 

|. in perfect-equilibrium to keep one’s own 
_ body alive as long as possible. 

=. | have the feeling that mankind has 








The shortage of the finest quality Im- 
pressionist paintings may slow down the 


current dizzy risé-in prices for Cézanne, - 
Renoir and Monet. Mr David Nash, Soth- 


eby’s director of fine arts, believes the 
status-oriented buyers of Impressionist 
paintings “äre a little less willing to be 






In search of faith and freedom 


Andrei Tarkovsky, the leading Russian film director, who has been living in 
Italy for the past 18 months, this week sought political asylum in the west. 
The son of a poet, he is best known for a long, mystical biography of the 
Russian ikon painter “Andrei Rublev”, a film that was suppressed for 
many years. His other films, being shown in London this month as part of 
the Piccadilly festival, include “Solaris”, “Mirror” and “Stalker”. He is also 
a Lope sesi opera producer, who recently staged “Boris Godunov” at 

arden. Here he comments on the qualities of his work that made 


Movies of the mind 


stopped believing in itself. When I think 
of man today, I see him like a singer in a 
choir opening and closing his mouth in 
rhythm with the singing, but producing: 
no tone. After all, the others are all 
singing. He behaves this way because he 
no longer believes in the importance of 
his own actions—a man without faith, 
without hope of being able to influence 
the. society in which he lives through his 
own behaviour. I, however, see the only 


meaning of human existence in the effort 
to overcome yourself, to become: differ. 


ent from what you were at birth. 


My concern is that there has been an ` 


unequal development of: our spiritual 
and material’ worlds. We have: given so 





~ Guy Stair Sainty, a New York 


much preference to our material devel- -. de 












against windmills”. Mr- 
dealer in” 
eighteenth- and nineteenth-century paint- 
ings, however, predicts that the wealthy 
will soon join the museums in seeking to 
acquire old masters, which are still rela- 
tively good value. 


reckless, and 





opment that we have ended up quite’ 
unprepared to cope with the technology 
we have created. Tome, mattis essen- 
tially a spiritual being and the meaning 
of his life consists of developing this., If 
he fails to do so, society deteriorates. 

While my own films may, differ from 
each other, they were all made for the 
same: reason—to. discuss the inner con- 
flict man. finds himself in between some 
kinds ‘of ideals and the ‘necessity of 
existing in this material world. 

In my films, the story is never of great 
importance. The real significance of my 
works has never been expressed through 
actions. I try to speak of what is most 
important, to show things that are not 
necessarily linked logically. T am seeking 
a way of showing subjective logic— 
thoughts, dreams, memory. 

J do not consider it essential to be 
understood by all. If film isan art form— 
and L think everybody agrees that it:can 
be--you must not forget: that. master- 
pieces are not consumer. products, but 
climaxes that express. the ideals of an 
epoch. Ideals are never immediately at- 
tainable by all. In order to approach 
them, man must grow spiritually. 

I do not believe in the literary-theatri- 
cal principle of dramatic construction, In 
‘my view, it has ‘nothing to do with ‘film 
art. In the cinema, one need not explain, 


Ermanno Olmi and Robert 


simple’ and ascet 
these are the qual 
should strive for. And faith, 


Why he left =Æ = o0 > 

Now 52, Andrei Tarkovsky resolved to. — 
renounce his Russian citizenship after - 
being refused permission to spend three 
years working abroad..A vigorous cam- 
paigner on behalf of the formerly impris- 
oned director Sergo Paradjanov, Mr Tar- 
kovsky has been able to complete only six 
films since 1962. The mest recent, ‘‘Nos- ` 
talgia”, was made in Italy and was not 
allowed to compete at the Cannes festival 
asa Soviet entry... ee 

ife, Larissa. 


-Y Russia: to: collect him. The offer was: 
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Manager, Capital Finance c.£22,000 


Air Traffic Services 


Responsible for providing comprehensive financial plans, information and 
control systems, regarding investment expenditure for the National Air Traffic 
Services, including economic appraisals. 


This job calls for'an exceptional, widely qualified and experienced financial manager, 
with drive, innovative flair and the ability to grasp complex technical problems. An 
appreciation of Government financial policy on nationalised industries and knowledge of 
public sector investment appraisal methods is also sought. 


Candidates are likely to have an MBA qualification and an economist/accountancy . 
background. 


ead of Evaluation & Planning c.£17,000 


r Traffic Services 


` Responsible to the Manager, Capital Finance for co-ordinating and analysing 5 year 
expenditure plans and for preparing full economic and financial evaluation of all projects 
within those plans. 


The job calls fora degree in economics or a similar numerate discipline, or a 
professional accounting qualification coupled with practical experience in the application 
at micro-economic techniques. Previous experience of financial and economic project 
evaluation ata senior level is essential. e 


The Civil Aviation Authority has a turnover in excess of £200m and assets of £120m 
and is responsible for providing comprehensive air navigation and air traffic control 

< services and airport aids. It has a rolling programme of purchase and installation of 
advancedd electronic equipment and systems. 7 


The rapid growth of civil aviation demands continuous improvements in this equipment 
= and the commissioning of leading edge technology for new generation equipment, now 
being designed and developed. 


The Finance Directorate (Air Tralfic Services) is closely involved in the investment, 
decision-making ahd monitoring process, and the increasing importance of controlling 
arid managing this strategic programme has led to the creation of these two new senior 
and challenging positions. ` l 


Benefits include over 4 weeks annual leave, an interest-free annual season ticket toan 
and an excellent contributory pension scheme. All salaries are subject to annual cost of 
living index review, 


Please apply in writingenclosing current cv, stating for which post you are applying, to 


Miss G. Somerset, Personnel Support Services, Civil Aviation Authority, Room T1219, 
CAA House, 45049 Kingsway; London WC2 6TE. 


Limited. 


course for you, if you have no experience | 
Rion yet might be called upon one 
io reptesent a: point: of view, or an 
‘ganisation. 


| | Porganisation. 
-[ LECTURES, DISCUSSIONS, INTERVIEWS 


2 Day intensive course in 
Greenwich, London, throughout August d 

Meridian ideo Projects REE! : 
London SBR. 


peak a language) 
(THE GIFT OF A LIFETIME) 


ALL 

(01) 937 1647 
GUIDED INDEPENDENT 
-> STUDY PROGRAM 


Bachelor Master, Doctorate 


i professional. administrators with exten- 
B experience who: want. to enhance their 
career position by earning a degree through 
our Guided Independent, Study Program 
(GISP: No classes. One-on-one faculty coun- 
‘Seling. College credit for work experience. 
For no-cost evaluation, send resume or call 
ri (213) 278-1094 
100. Wilshire Blvd: 

Dept. 34 








INTERNATIONA 
UNIVERSITY 


The American University. 5 
in Europe ; 
Accredited Member AICS, 
Washingten DC, USA: 
{o Associats Bachelor and Master degree 
courses in Business Administration: - 
Hotel Management, Law & Public 
Administration, Computer Studies, ~ 
Pre-Engineering and Pre-Medicing, | 
French, Spanish or German:in the 
oapprapriate country, Intensive i] 
Enghsh; College Preparatory Courses 
i grades 10-12 at Schiller Acaderiy. 
BBA and MBA programmes also 
available as evening classes in. | 
Londaniand Paris. 


SCHILLER: 
INTERNATIONAL UNIVERSITY 
Dept. D4, 51: Waterloo Road, 
London SEL STR. Pel 1) 028 BABA] 











|APPOINTMENT _ 
|WANTED — - 


PUBLIC. FINANCE EXPER) 


“accounting, auditing, budgeti 

“national trade, financial poli £ 
Sp. pooping countries, seeks new itor 
| Box 3980, The Economist Newspapt 








University of York 











j skills in 
so ee modelling 
Centre for Health Economics 






RESEARCH FELLOW (RESEARCH The appointment is for two years in the 
first instance, from.1 October 1984, or 
such other date as may be agreed. 


ON THE ECONOMICS OF THE 
FAMILY DOCTOR SERVICE) 


Applications are invited trom graduates 













rE sal í ch Salary. range: £6,310 to £11,615 per | f 
Fellow with a project onthe Eesnoenc annur (under review). (Starting salary | 


is mainly based at the Centre for Health Wallifications.) 
Economics but will require some travel 
throughout Great Britain. 










Director of the Health Economics Re- 





deen. It will look at how economic number 6/6197. 


VACANCIES 


forthe posts of 


y INTERNAL AUDITOR 
2) ASSISTANT DIRECTOR, 
BUDGET AND FINANCE 


with the 


INTERNATIONAL INSTITUTE 
TROPICAL AGRICULTURE 


The International institute of. Tropical Agriculture was established as an 
“autonomous, non-profit corporation:in.1967. Itis governed by an internation: 
Board of Trustees and financed by an informal group of donor countries, 


‘lopment banks, foundations and agencies, ` 


_ The International Institute of Tropical Agriculture concentrates its research 
p and training on farming Systems and crop. improvement of rice, maize, 
cowpeas, soybeans, yams, sweet Potatoes and cassava for the humid and 
; -Sub-humid tropics. i 
` An exceptional Opportunity exists for outstanding, experienced and: well 
ualified persons with. about seven years relevant experience. Quatification 
sired is degree in the relevant discipline and/or membership of appropriate 
“professional bodies. Expdrience of working in independent African countries 
~” Will be of considerable advantage. 
A thorough knowledge of computer.at User Level also will be. an advantage, 
The suceeésstul candidates are likely to be between 35 and 50 years. The 
© Internal. Auditor will be responsible. to the. Director General. and will be 
required to Set up and manage the Internal Audit Unit of the Institute as well’ 


a8 advise the Management on efficient use ot its manpower and other . 


resources. 
+ > The Assistant Director, Budget and Finarice, will be responsible to the 
©. Director: of Budget and: Finance. He/She will be responsible for major 
< functions suchas budget planning, budget control, accounts, central stores, 
- «purchasing and investments. vs 

“These are two very-responsible positions: Salary is competitive, negotiable 

and. similar to what obtains in international organisations. Fringe benefits, 

‘including furnished accommodation, car, medical. insurance coverage, lite 
insurance ete; are very generous. Details of fringe benefits will be provided 
_ Only to potential candidates on request. 

Applications, including full curriculum vitae, should be forwarded to: 


THE DIRECTOR GENERAL, 
INTERNATIONAL INSTITUTE OF 
TROPICAL AGRICULTURE, 
PMB 5320, IBADAN, NIGERIA. 


to reach him not later than 
-15 August 1984. 
. For. further information regarding the institute please 
contact Miss M. Larkin, L. W. Lambourn & Co Lid, 
-Caralyn House, 26 Dingwall Road, Croydon, Surrey CRS 
< SEE. Telephone 01-686 9031, 


incentives: and. constraints affect the f i iaaiiai nania sona 

E ee GP's “approach: tò care, Applicants : en z i 
institute for Research in the Social must have some interest in-developing ` ae 
Si P Statistics. and econometric | DRI Europe, Ltd. 


Data Resources inc (a subsidiary of McGraw Hill} requirea ` 


Six copies of applications, with tall : 
; f curriculum vitae and naming three ref: EE 
The project is being supervised by Nick”. erees, should be sent by 30 July 1984 
Bosanquet and Professor Alan May- `. to Registrar's’ Department (Appoint 
natd of the Centre tor Health Econom- ments), University of York, Heslington; 
ics,and by Professor Gavin Mooney, York YO! 5D. There are no. printed |. 
application forms. Further particulars 
search Unit at the University of Aber- are available. Please quote reference 









erecta aiaa 











RESEARCH ASSISTANT — 






to work as part of DR's European Macroeconomic Forecasting 
Group in London. The position will involve working witha sma 
team of economists producin monthly forecasts of the Euro 

an economies. The successful candidate should have ag 
first. degree in economics, referably: with some econome 
experience. Good writing skills are also necessary. 


Please reply in contidence.to:' 













The Office Administrator, 
DRI Europe Ltd, 
30 Old Queen Street, 
London SW1H 9HP, 


SERVICIO _ 
LATINOAMERI 


La BBC busca un asistente de programas para 
su Servicio Latinoamericano, que transmite l 
en castellano desde Londres, El contrato tendrá: 
una duración-de tres años; Los candidatos 
deberán hablar perfecto castellano como lengua 
materna, tener una edad de 25 a 45 años, 
educación universitaria, © equivalente, un 
dominio cabal del idioma inglés yser capaces 
de traducir rápida y correctamente del inglés 
al castellano. l 
También deberán tener voz microfónica, estar 
al tanto de la actualidad latinoamericana, y 
tener un buen conocimiento de la América 
Latina en general. La experiencia en periodismo 
se considerará una ventaja. A los candidatos _ 
se les enviarán a vuelta de correo detalles sobre. 
salario y condiciones de trabajo, para lo cual 
se les ruega incluir con su solicitud, un sobre 
debidamente estampillado, con el nombre y 
dirección del propio candidato. 

Las solicitudes, redactadas en inglés, citando 

la referencia 84.X.2491 y acompafiadas de un 

“curriculum vitae”, deberán enviarse tan 

pronto como sea posible a: Recruitment 

Officer, Language Services, BBC, P.O. Box 76, 

Bush House, Strand, London WC2B 4PH, 

England. i 


- 



































Economics and business studies editor 


“We are looking for añ editor for our economics and business studies list. 
Although commissioning experience ig desirable, applications willbe 
considered from those in publishing with other relevant experience and 
“from those elsewhere who have an outstanding range of contacts in the 
economics and business academic community. 
The successtul candidate will inherit a well established list. He or she 
will be responsible for its maintenance and the acquisition of texts and 
monographs, with the emphasis on building backlist. Extensive travel 
will be necessary, including North America. 


A competitive salary is offered, BUPA. and pension scheme. The jobis 
based at our offices in Hemel Hempstead. 


if you.are interested in this key position, please send a handwritten 
application (including details of current remuneration in your curriculum 
















vitae) to: 
Roger Jones, 
Director, Academic Publishing 
George Allen & Unwin 
PO Box 18, Park Lane, Hemel Hempstead, Herts HP2 4TE. 















‘Export 
Development 
Officer 


£8,100-£10,286 


This new post has been created as a result of the 
decision by the Commission to set.up a small Export 
Development Department which has the responsibility 
of co-ordinating and developing MLC's services provid- 
ed to meat exporters. 
The Export Development Officer based in Bletchley, 
Milton Keynes, will be responsible for co-ordinating and 
developing the service to British meat and livestock 
"exporters and identifying and exploring the potential for 
new markets for British exports. 

Day to day activity will involve dealing with specific 

queries and requests from British exporters plus the 
production of a monthly Meat Export Bulletin, which will 
provide exporters with useful information and statistics. 
The duties will require a person who is able to act on 
“their own. initiative to obtain. and provide appropriate 
information in response to- queries and requests. A 
good knowledge of the British meat and livestock 
industry especially.in the export area is necessary. 
Candidates should have a degree in. Agriculture, Agri- 
cultural Economics, Agricultural Marketing or one of the 
sciences allied to food plus experience of working in a 
branch of the meat industry. A knowledge of foreign 
languages will be advantageous. 
Commencing salary will be on scale £8,100-£1 0,286 
according to qualifications and experience. Excellent 
Conditions of Service; contributory Pension Scheme. 
“Application forms, returnable by 27 July 1984, from 
Personnel Officer: _ 






















MEAT AND LIVESTOCK COMMISSION 


PO Box 44 Queensway House Bletchley. M2 2EF 
Telephone Milton Keynes (0908) 74941 Telex 82227 












quantitative methods. Further enquiries 
may be madeto the Head of Department 










University of Glasgow 


Department of Political Economy of Political Economy. 

LECTURESHIP IN Salary for both posts will be within the 
POLITICAL ECONOMY ral £7 190-1 4,125 on the Lecturers’ 
Ref No 5291U scale, with placement according to age, 


Applications. will--be welcomed from 
candidates with qualifications and re- 
search interests in econometric. theory, 
or applied econometrics, or economic 
theory or mathematical economics. 
TEMPORARY LECTURESHIP IN 
POLITICAL ECONOMY 


qualifications and experience. 

‘Further particulars for the permanent 
postmay be obtained fromthe Academic 
Personnel Office. 

Applications {eight copies), for both 
posts, giving the names and addresses 
pls Ot mth he Academie Personnel 
Applications are invited for atemporary lodged with omic Fer 

one year post in Political Economy. - Office, University of Glasgow, Glasgow 
There is no restriction as to field of G12 800, notater than 23 July 1984. 
interest although preference may be, | l j 

given to applicants with qualifications in in reply please quote appropriate Ret 



















































UNIVERSITY OF STRATHCLYDE 


Department of Marketing 
in conjunction with Barr and Stroud 


Applications are invited for a lectureship, tenable for three years in the 
first instance, in the Department of Marketing at the University of. 
Strathclyde to provide support teaching in the area of general 
Marketing. Candidates should have an honours degree or equivalent in 
Marketing or another cognate subject, and preferably have some 
relevant industrial experience. 

Salary on Lecturer scale (£7,190-£14,125 per annum). USS benefit. 
Application forms and further particulars (quote 43/84) are available 
trom Staff Office, McCance Building, 16 Richmond Street, Glasgow G1 
1XQ. 

Closing date for applications: 3 August 1984. 















West Midlands 
County Council 


ECONOMIC DEVELOPMENT UNIT 
SENIOR ADVISER ON ECONOMIC 
DEVELOPMENT _ 


£22,065-£24,207 (Pay Award Pending w.e.f: Ist July, 1984) 
Post Ref. ED 1 
To lead the Economic Development Unit of 60 posts in a range of 
initiatives to promote economic development and employment 
opportunities throughout the County area. Redes 
Activities include schemes to encourage investment and job creation 
in local industry, the development of co-operative enterprise, a wide 
range of training schemes catering for the needs of disadvantaged 
groups as well as meeting future skill requirements; low pay and 
welfare rights. campaigns, purchasing initiatives, a variety of inner area 
projects, and.a range of. resource centres and voluntary initiatives. The 
Unit is also responsible for conducting economic monitoring and ` 
analysis for the County Council and the West Midlands Enterprise 
Board. The Unit maintains a closé liaison with the West Midlands... 
Enterprise. Board which is responsible for making direct investment in: 
local industry. , % ; W 
Applicants should have-a relevant degree with considerable practical: 
knowledge of local and regional industrial and economic development 
programmes particularly in the public sector. Experience in dealing 
with the European Commission would be an advantage: 
For an application form and turther details; write or telephone, quoting 
post reference number, to: 
County Personnel Officer, West Midlands. County Council, 
County Hall, 1 Lancaster Circus, Queensway. Birmingham 
B4 7DJ. Telephone No. 021-300 7824. : , 
Closing date for receipt of applications. 27th duly, 1984. 
The County Council is. an Equal Opportunities Employer. 


















































































_ APPOINTMENTS 














SEVERN TRENT WATER 









| Economic History |||] Economic Analyst 
e ctu rer Salary up to c £9,000 per annum 







Severn Trent is seeking a young Economist to work in the policy and 

planning unit based at its Regional ‘Headquarters in Birmingham. In. 

addition to work-on economic and financial planning the position: will. 

involve the preparation of briefing material concerning. the potential 

impact of government economic policies on the water industry. 

. The ideal candidate would possess: f a 

~a Sound ‘knowledge of economic theory, especially: public utility: 
‘financing/pricing 

strong. analytical and statistical ‘skills coupled with the ability to 
communicate simply and effectively aed 

~—familiarity with computer based financial modelling and accounting: 
systems 


Familiarity with financial accounting principles and current cost ace 


ited from-suitably qualified persons; regardless 
t national. origin for appointment to the post of 


story in the Department of History as from 1 














candidates able to offer courses in the 

United ‘States of America at third year 

rs levels, and to assist with our first year. 
and the international economy since 

Position. > ; 

emolument attached to this post is within the range: 

turer: R144 78-R24,834 per annum: - 

“The initial salary will depend on qualifications and experience, 

Benefits. include: an’ annual’ bonus—generous leave—pension— 
Medical aid—remission’ of tees for dependants attending the 

eae University—removal, travel and settling allowances may be payable. 

a Applications should be lodged by 15 August 1984 
For a: detailed. information sheet contact. Mr Geoff Henning, South 


Atrican: Universities Office, ‘Chichester House, 278 High Holborn, 
London WC1V.7HE, England. : ' 














counting would also be desirable, : ! 
The position would be suitable for economics graduates. with two or. 











one a i Closing date: 3 August 1984. 

a me; ral ity employer. 
“2” UNIVERSITY OF || (Eeee omonmi re 
~ THE WITWATERSRAND S 

University of London 
CHAIR OF INDUSTRIAL RELATIONS. 


TENABLE AT THE LONDON , 
SCHOOL OF ECONOMICS AND 
POLITICAL SCIENCE 










SEVERN TRENT WATE 







The Senate invite applications for the 
ibove newly-established Chair. It is 
vished to fill the post as ‘soon as. 
Jossible, but in any event not later than 
October 1985. 


THE NITROGENOUS FERTILIZERS INDUSTRY S.A. 
(AEVAL) | 


is seeking a _ 


FOR A COAL GASIFICATION PROJECT USING XYLITIC TYPE LIGNITE 
_. Interested qualified consultant companies who have experience- 
|. in synthetic fuel production technology, design, financing and 
~~ construction management of synfuel projects, are invited to 
Submit prequalification documents to: . 
THE NITROGENOUS F ERTILIZERS INDUSTRY S.A. 
| Attention: 






\pplications (10 copies) should be sub- 
nitted tothe Academic Registrar (E), 
Iniversity of London, “Malet Street, 
ondon WC1E 7HU, from whom further 
articulars should first be obtained: The 
sing date for receipt of applications 
14 September 1984. 



















UNIVERSITY OF TRANSKEI 
_ Academic position tor 


SENIOR Ss 
LECTURER/LECTURER | | 


in Economics, Department of Colle- 
pate Education, now. available. | | 
Minimum Qualifications: Honours 

degree in relevant field plus a pro- 
pasate qualification in Education. | 

rience in teaching Home Ecò- 

homics at teachers training level 
and curriculum development in this 
field will count. 






















Pause pale: R16 557-R24.045 Mr. N. Koutsoukos 
‘ace 687-P22,173 + 12% Managing Director 
Pp a ie ese Ae PR 15 Valaoritou Street 
IRANSKE PRIVATE” BAG House Athens 106 76 
HQUMMERN AFRICA, ovis S1 aay || | Greece 










TOULY 14, 1984 Le as 











APPOINTMENTS 








> Laurie: Milbank & Co require a junior economist to join their expanding economics team. 








in.economies with an emphasis on macro OF 

monetary economics. Knowledge of econometrics would be a distinct advantage. The position 

— would suita newly qualified economist seeking experience in forecasting economic trends both 
domestically and internationally. 


Candidates should possess a good honours degree 


























-Please write in confidence to Tim Summers 


\ Laurie, Milbank &Co. 


Portland House, 72/73 Basinghall Street, London EC2V 5DP 


































‘The Board for Social Responsibility is seeking an Assistant Secretaty to be 
© Secretary to its industrial and Economic Affairs Committee to succeed the 
< present holder of the post on the completion of his contract towards the end 
of 1984. = i 
The work of advising the Committee on important and central areas. of 
industrial and economic policy is advanced through the preparation of 
papers, the servicing of specialist working parties, andthe establishment 
and maintenance of good links. with Government: Departments and with 
public and private bodies representing industrial and economic life. The 
=: Secretary of the Committee is in close contact with bodies representing the 
` mission of the Church in industry. “hes 
“The person whom we are seeking to fill this very interesting and demanding 
bes should have a proven interest in and ‘experience of industrial.and 
economic affairs, in the Church's involvement ‘in this ‘area, and in. the 
development of Christian theology and ethics for these matters. 


Good administrative ability is essential. 
Applicants should be communicant members of the Church of England or 
of a Church in communion therewith. me | Ai ; TE 
Salary will be at Senior Executive Officer level, between £11,329-£13,768. 
“perannum (inclusive of Londen Weighting). : 
_Intormalenquiriesto: i , 

-Prebendary J. W. Gladwin, Board for Social Responsibility, Church House, 
<= Dean's Yard, London SWIPBNZ. A i 
` Tel:01-222 9011, 0x1308. e : 

























London... 















For application torm and job description: 
Miss Anne Holt; Personnel Officer, Church House, Dean's Yard, London 
SWIP.3NZ. ; f : 

Tel: 04-222 901 1, ext 351. : 

“Closing date tor receipt of applications 7 August 1984. 
Interviews will beheld in London:on 24 Septemiber 1984; 







Apply in writing to: 


London SWIP3 OL. 















“| and public expenditure. 15-25 


| accountancy background. 


| JUNIOR ECONOMIST 








"Part-time researcher 
Parllament/government relations 


hours: per week, flexible” timing. 
Graduate with economics/politics | 


Please send brief CV to: a 
Andrew Likierman, London. 
Business School, Sussex Place, 
London NW1.48A. : 


asinasina 





A a 
~ Colaiste na hOllscoile, Corcaigh 
| UNIVERSITY COLLEGE, CORK 


ECONOMICS 


Applications. are invited for: two 
temporary, full-time. academic ap- 
pointments “in the Department of 
Economics for: the 1984/86 Ses- 
(sion: in the: case: of one of the 
appointments, a background. in 
quantitative methods would be very 


desirable. Further particulars of the 


A posts may be had trom Professor 


P: O'Mahony, Head of the De 
partment of Economics, to whom a 
curriculum vitae with the names of 
two referees should be sent to 
arrive not latet than Tuesday, 31 

. duly 1984. 
M. F. Kelleher, Secretary 





_ GENERAL SYNOD Finalist in Osaka Interpreter 
OF THE CHURCH OF ENGLAND Fluent German and French, Available in Europe during A 
| BOARD FOR SOCIAL RESPONSIBILITY rel ale true Sore aaa ey 
tee me ede ol oped a ast ws l Benjamin Ceeli 
ASSISTANT SECRETARY cuinar, Orford 
< (industrial and Economic Affairs Committee) Tel: Abingdon (0235) 22544 









The Falkland Islands Government (FIG) wish to recruit a Representative i 




















“USINESS & PERSONAL | INTERNATIONAL PROPERTY — 


FURNISHED LETTINGS SW London, 
Surrey: Berkshire. Contact MAYS, Ox. 
Shott (037 264) 39811. Telex 8955119. 


Readers are recommended to take 
the appropriate professional advice 
before entering into any binding | 
commitment. : 


JERNSEY mailbox, office/company/ 
iminee’-services. Strict” confidence. 
* VAT. Dupré Assoc: Ltd, Church 
ine, St: Sampson, Guernsey, C-l Tel: 
81-49773; Telex: 4191171 G. 
















Beautiful Eden 
. in 
FIJI 















mammaen 


INTERNATIONAL 






































































A Europe's unique haven in the Pyre- | ning bo a prt 
EMPLOYMENT | iranton anaa p properties | | Eper. 3 garus beaccs aat | 
Professionals and technicians. there is always Er its j ; i rer seathing pleasures ei fhe clini is near ` 
a Need for you on projects worldwide. We are <80 units. eed dy EE ee i S pefea Oe i acoerssible. Br hure OSTR. 
an American company. and. have. access to Apartments: and. chalets for holi: EE rai a Tenn 
‘Roa 3 4,000 Multinational American firms, pius days and retirement,- | P res I ews an C of 
9703) 37412. ` 126,000: companies: in-133 countries. For £20,000 to £100,000. . 5 : ee ae V ; PVD OEE ep 
ani ish free information and a.confidential application Renata dct Raat dy | Mortgages || OSINCE 1933, THE FIRST NAME IN FINE REAL ESTATE f i; 
oe RME write to: CISA, 5 Princedale Road, London W11 i R 735 Bishop Street es ee 
APAP nanater INTERNATIONAL CAREER CONSULTANTS Ted: 01-227 6843, Telex: 8952387 | f | Honolulu, HI96813 0 : 
NEAR MONTREUX Avenue Deia peat bi meioosi. E 5, Tol; (808) 523-1188 
gréigners can buy: LUXURY CHALETS. from B:1160 Bruxelles, Belgium RG oR E ia 
#1245, 000, “VILLAS trom SFF325, 000, i ” ae 
PARTMENTS from about SFr{00,000. Morte heen een SWITZERLAND 


ages 70% at 6)% interest, Ask: H, SEBOLD 
A, Tour Grise 6, CH-1007 Lausanne, Tel: 
125 26 11. Telex: 24298 sebo ch. MEE 





i Apartments.in Montreüxon Lake Geneva. = < $ 
|) Also available in famous mountain resorts: Villars, Verbier, Les Diablerets; Leysin, © 
` Chateau d'Oex near Gstaad. Chalets available, Excellent opportunities for foreigners. 

Prices from SFr123,000. Liberal mortgages at: 62% interest. GLOBE PLAN SA, Ay: 
Lu. Men-Repos 24, CH-1005 Lausanne, Switzerland. Tal: (21) 22°95 12: Telex: P5 485 

“Melis CH. ` : wee ri 


| Gonsilitancy: Projects LAKE GENEVA—MOUNTAIN RESORTS | 
Indigenous Management and Project 
Investment Consultants specialising in 
the establishment of Agro-based and 
Industrial Projects in Nigeria, wish to 
represent similar International or British 
Consultancy firms in Nigeria capable of 
handling similar projects: Eventual 
Partnership is a possibility. Contact 


















vi REALESTATE. |. 
DEVELOPMENT—-USA j 
zal Estate development consulting 
impany will organise and direct real 
tate activity for overseas investors 

id joint venture partners, 


















VISIT PROPERTIES—NO OBLIGATION | 


SUPERB AUSTRALIAN _ 
































Reply to: The Managing Director, Forbes inter- 
Jepot Development Company national Limited, PO Box 1332, Lagos, Te jag | 
PRN Suite 314 pony “Nigeria. Tel: 633381—Lagos, or Toi. PROPERTIES 
a deen Franklin Avenuo London (01) 894 4381. Uio vio i a aaa eA 
; 2 : . Melbourne, A: Regal residence in Toorak amidst beautiful gardens on ` 
‘ei $ r ety a eeermmm h $ i { a 
Long established British airline has been Chain of Lagoons, Tasmania: Pare a be ana acai East 
approached by African government with a ; Testock operation. Brochure E-657471, AS650,000 ‘ 






view to formation of a National airline. We are 
seeking a financially strong partner in this 
venture with African trading experience. 







“Lake Glenma jie: Spacious 12,000 89 tt residence :on'96.5-acre Homestead 
“Lot 43, with indoor i WO, ate riments and ead Lots tA 2, ing 
A A seasons ort 






Northern Territory: three tine properties south of Darwin offer 1.296 siuare 4 
“miles of cattle and bute Sort. Mary River West Station: Mt Ringwood ‘Station and. 















ee Ban Ban Springs Station; Brochure E-65 467/8/9, AS3,700,000 i 

Box 3381, P Be nat Pran ice 
The Economist Newspaper Ltd, 71 S IDOC e 
25 St James’s Street, LL EVIEWS INC. - oe 






London SW1A 1HG. 


735 Bishop St.__Honolulu, HI96813 (808) 523-1188 | 















= | PUBLICATION. ae 
INFERENCE —— || TOP JOBS WoRLDWIDE | 


` För the past 11 years the EXECUTIVE EMPLOYMENT BULLETIN |. 

_ has-heiped executives find top international positions. Mailed at the 
beginning of every week, it contains advertisements forover 60 senior 
oe Management positions reproduced verbatim from leading European -f 

and US publications and direct sources. : ane 





SURREY ENERGY ECONOMICS CENTRE 
A Major International Energy Conference 








"Subscription rates: . 10 weeks 25 weeks 50 weeks 
= Elsewhere (Armai) © usio yg KSE52 F750 
INTERNATIONAL GAS— Banaga Employment Bulletin, Dept 32, PO. Box 160, Maidenhead | 


Barkshire SL6 180, England, k 






Please send me the Executive Employment Bulletin for. weeks, 
Fenclose my chéque for... Please charge my 


~ PROSPECTS AND TRENDS 


to be held on 
_._ 15th and 16th April 1985 at the 


RSITY OF SURREY, GUILDFORD, © 
SURREY, ENGLAND. _ 


ther details available trom Mrs J. Pollard/Mrs J.. Benn, BIEL, University of 
rey, Guildford, GU2 5XH, England. Tel:,0483 571281, ext 457, telex 86351. 









“Diners Club] Visa}. Access}... Eurocard’ American Express) 
F ea No ee ee Expd Date | ee 
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Things are 
$ changing shape 
| at the top end 
of Moorgate 








Í FINSBURY 
COURT 


LONDON EC2 


9-90,000 sq ft 


Air conditioned offices 
with parking 


To letat 
under £20 per sq ft 


For further details:— 


01-930 1070 
ref KLC 


01-629 7282 
ref DRL 


01-236 1520 
ref DRA 




















More than 100m Africans 
affected, by drought. Wh 
prove to be the biggest internas 
tional-rclief effort the world. has 
ever known 15 ering pace. 

But since Africa's food shor 
tage is asanuch a resulp.of long- 
standing political and economic 
failure as drought, ‘how much 
will short-term: food aid really 
help? f : 
The Economist Development Rez 
port is following the story from Africa 
and from inside the international, head- 
quarters of the aid agencies. 

Each month The Economist Develope 
ment Report looks ataid and development 
issues, It serutinises developing countrics, : 
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theif development policies, the 
aid they receive. f 

Using a network of ex- 
perts and specialist writers, 
it highhghts what matters 
in twelve concise pages.. 

The world notes section! 
takes a sharp look at relief 
and development matters, by 
country and by region. 

The technical section keeps 
track of innevation, reporting. 
fram the fields and laboratories 
of the third world. a 

Another regular section pots 
to investment and construction possibilities. 

The Economist Development Report's brief 
is immodestly wide, stretching from the sources to: 
the recipients of aid. Nobody seriously interested in the 
third world will want to be without The Economist De- 
velopment Report, the only newsletter ofits kind, 







































"The ‘Development 
Economist Report 


dd lke a year's sabscripran to 
-onomist Development Report (12 issues}. 


ne. ae i i st 






EH enclose payment, D Please invoice me, 





Name a: ES stan st 


maneni 


Company / Chega tsa tl Ot ainni 





Addr 088i nents 








Worldwide subscription rane L1H or USSISOO op : 
G Cheque enclosed for t/USS ses Cheques should be pade payabl 
The Econdntist Newspaper Led.) 











Cl Please charge my American Expresecard account, 


Signature: ; e . Vahd throng hence 
Return to: Linda Denli; Publications Department, 

The Economist Newspaper Ltd, 29 St James's Street, 

London SWIA IHG, England ‘ 
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low—to 10.1%, 
Sales in West Germany 
er. America's unemp 
in June, its lowest since 


to 11.2%, while Holland’s—one 









ECONOMIC AND FINANCIAL | 


OUTPUT, DEMAND AND JOBS 
in April, but the 12-montly rise continued to si 
of 18.1% last December. Retail 
down on their level a year earli 
from 7.5% in May to 7.1% 
tate also fell; from 11.7% 


ndustry increased its output by 0.7% 
compared with a peak 
fell in May, and were 1% 
loyment rate dropped sharply 
early 1980. Canada’s jobless 
of the highest in 









































NDICATORS 1- 
THE ECONOMIST COMMODITY PRICE z 
INDEX Gold plummeted to a. two-year 
low of $340 an ounce, on tears of further = 
rises in the dollar and American interest 


rates. That triggered a collapse in silver 
and platinum, both already depressed by 


‘Europe—was down from 18.1% (May) to 17.8% (June). large supplies to the market. Base metals. 
Se changeit anñual rete followed, although sterling prices in Lon- 
Industrial production gnp retail sales unemployment % rate don were helped. by the falling pound, 
Smthst tyear  3mthst tyear `` 3mthst Tyear latest year ago Aluminium went below £900 a tonne on 
ptala . t Ti + pea +94 ATAI) ot at = as a e 108. news that non-communist world stocks 
+4. +3, na na o 2. žak, : A838 i ‘ i iag p ob 
Canada = 03" 410.1 (4) F 33 89) F728 + 60 @) 112 O rose: in May. me, WA shortage nas 
France = 29 +08 ) AET 2A ss ee 95 (5) ag eased now that a West German smelter 
W.Germany -11.3 +22 (5) + 20 +36 (3) 27 = 15 6)" 9.3 (6) 96 is buying less, and its price has fallen on 
Holland” +89 +42 (4): na na ~_ 5.9 3.8 (2)4: 17.8 (6) 17.0 the London metal exchange tora second 
Italy LAU + 82 3) 4 44 #1219) + 74 +72 (2t 130 (5)" 11.8 week ya 
Japan +85 +11.8 (5) + 7.4 +5.3-(3) +13.5 4.3.0 (3) 26 (4) 2.7 1 =100 ee 
Sweden +38 + 5.0 (4) +95 +5.0 @) -75 + 1102 276 3] 980= % changeon 
Switzerland = 41 m (9) 5.1 429 (3) 4 38+ Ba tae 12 (4°08 Julg dul 10 oe OM 
UK = 59 +19 (4) +35 "428 G) + 37 +816) 12.6 6) 123 (provisional) month year oo 
USA +10.3 +138.0 (5) +97 480 @) +18 F 10.0 Dollar index i 













9.3 (4) 7.1 (6) 































































. All items 82.2 82.7 seyo BB. 
+ value index deflated by CPI ai ash es Food 926 947 “23 41230 
PRICES AND WAGES Four European countries reported new figures on concur cig are -84 ne 
er prices and all showed a fall in the 12-month rates. Switzerland was lowest, down Nfa’ 77.3 719 ~4.9 1B BO 
from 3.2% in April to 2.9% in May, while Italy (highest) went from: 11.6% to 11.3%. Metals 69.3 67.1 -58 — ~15.5 
Belgium fell from 7.2% in May to 6.8% in June and Holland from 3.7% to 3.6%. Sterling index 
Hourly earnings in America rose 3.2% in the year to June, the same as in May. aniems spies ta +17 +183 
Dutch wages were again unchanged, checked by pay controls. eee ee ee TR we Se 
% change at annual rate All 1204 04273. -04 = 3.0 
Wn Nfa" 1943 1383 40.5 
; 7 m + voar ig. Metals 1204 1190 
f í K +10. = 34 T SDR index S memes 
EET ee EE —- a eee ee ee “18 
‘vance + B80. +78 (5) +440. +145 (3) + 797 $9.9 (1) Food 17.3 120.6 ~0.2 : 
Ñ. Germany +42.0. +28 (6 + 19 + 3.4 (6) + 01 +31 (1) — Industrials ne pea 
foliand +35 + 36 (6) + 78 5.0 (1) nil nil (5) Al 21. Ot “oa 
aly. +114. 4113 (5) +128 +11.4 (4) 415.2 +13.2 (3) Nfa S79 992 BQ. 15. 
apan +53 + 205) - 09 = 0.4 (5) +10.4 + 5.1 (4) Metals, 878 854 88 98 
weden > -+ 87 + 89 (5) + 9.6 +.9.1 (4) +54 +42 (4) Gold ee eee 
witerland + 4.6 +.29 (5) + 54 +37 (4 ~ 13 +.6.1(12) Sper oz 368.25. 345.00 -8.7 ~19.9 
K +65 + 5.1 (5) + 96 +62 6 +47 + 7.8 (4) Crude oll (spot) Arabian light a co 
SA + 48 +42 (6) +39 +27 6) +30 + 32 6) Sperbarrel 28.00. 27.75 -24 -= 46 





anada, Sweden and USA, houryeatniga UK meaty een oe er a enana d Swizerand, monty earings: Baigi, 
FOCUS: TIDDLER’S GROWTH. The 
seven biggest OECD economies 
grew by 2.5% a year in 1972-82, 5- 
only a fraction faster than the: other 
17. These smaller fry are now falling 
behind. Their gross domestic prd- 
ucts rose last year by 1.6%, com- 
pared with 2.6% in the big seven; the 
latest OECD forecasts have the gap 
widening this year. Not all the smaller - 
countries are doing badly, though: 
Australia has faster growth than any 
other OECD economy bar America 
and is forecast to keep on booming. 
The forecasters are most gloomy 
about Iceland (trying to slow hyperin- 






Gdp growth ‘(Pochangeon previous year) 








“Fastest and slowest of smallerOECD | ig 
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-Portugal | 
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-iceland | 





lation Luxembourg (steel Crisis), 
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Smaller OECD | 
countries | 
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-1982* 
Soure QECH 





and Portugal (cutting trade deficits). 


* Annual average 


lotnotes applicable to all tables. All figures Seasonally adjusted except where otherwise stated. 


Mpared with average of previous 3 month 
= ECONOMIST JULY 14, 1984 


, at annual rate. n.a. Not available: Small figures in brackets denote month of indicator... 














1982 783 ET 1985 
wemi f'Gast E on 
"Not seas. adj. tAverage of latest 3 months 


started its long rise in January, 1981; 
since then it has risen more than 32% 
in trade-weighted terms. That average 
conceals big differences in the move- 
ments of individual currencies. The 
Australian đollar has had several ups 
and downs against its American coun- 
terpart but, despite (or because of?) 
the abolition of Australia’s exchange 
controls, it is now virtually back to its 
cross rate at the beginning of 1981. 
Other currencies have failed to keep 
up: even the yen has fallen by 17%, 
though that comes after a rise of 28% 
against the dollar in just nine months, 
between early April, 1980, and the end 
of the year. Since 1981 the biggest 
falls have been in four European cur- 
rencies, whose value against the dol- 
lar has almost halved. 

















$ effective exchange 


rate oa 
ist quarter, 19812100 ame” 











Exchange rates 
against the dollar 
at July 10,1984 


Jan 1981 100 


Swedish krona 
French franc 





Source IMF 
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o FOCUS: CURRENCIES The dollar 





{ XCHAN ERATES AND RESE 








WOELD BOURSES interest-rate fears hit Wall Street, strikes hit London, cheaper — 
gold hit South Africa and dearer money hit Hongkong. Only Australia managed a 
smile; after sharp falls earlier this year, share prices are starting to reflect the 
economy's growth and the government's go-ahead for uranium mining. 


Stock price indices % Change on i 
July 1984 one... one record 31/12/83 
10 high iow week =; year ` high intocal ins 


currency terms ` 


RE 


~144 
-12.5 


t22 -78 
-10.5 -10.5 


770.3 -3.4 
1086.9 -0.7 


+18.3 
~ 6.0 


793.0 


e 922.8 
1126.9 


1286.6 















































Canada 2212.7 2585,7 2187.8 “04. ga -148 m1434 2182 
Australia -666.5 787.9 7,646.3 m6 175 154 -140 = 203 
Japan 788.8 876.6 735.5 irs Es Rs 78 ASS 
Hongkong _ 805,3 11704 T38 -66 216. -555 g0 -87 
Belgium 142.3 156.3 1353406 +99 590 t45 Ne 
France 169.4 181.7 1556-06 +43 23g Bd 8 
Germany... 968.6 1096.5 964,4 220 4 03 it? -62 = 96 
Holland 1267 147.2 1187 nil +15.0.- 139 = 2.0 = 59 
italy 7208.1 229.6 192.1 Joa 92 L87 F87 +39 
Singapore 891.8 1071.9 879.7 oas BB 16.8 1112.0 
South Africa 984.7 1105.3 962.6 “38+ 78-109 + 19 16.1 
Sweden: 1478.3 1594.5 1388.0 46 £81 273 + 28 08 
Switzerland 363.5 388:5 355.4 tO?” 475 ae -53 -134 





MONEY AND INTEREST RATES Monetary growth slowed in both West Germany ` 
and Japan in May; their M1 money supplies are now rising only a little faster than 
consumer prices. British banks increased their lending rates by two points; Canadian 
banks added half a point for the third week in a row. i ; 


interest rates % p.a. (Tuesday, except bon ; which are previous Friday) 









































Money supply 

% rise onyearago Money market Commercialbanks .. Bond yields Eurocurrency 

Narrow Broadt Overnight 3months Prime Deposits’ Gov't Corporate Deposits Bonds 

(M1) lending 3 months long-term 3 months 
Australia + 9.7 +11,0 (5) 9.50 t 14,75 12.30 44.10 1510 12.13. 13.49 
Belgium + 9.0 + 87(12) 7: mae 14.75 14.50 12.36 12,52 11,50 na 
Canada + 60 + 31 (5) 11. 12.) 43.50 12.85 14.04 14.12 12.72 193.39 
France 4141.8  +11.6(12) 11.00 11.75 12.25 11.75 12.76 14.20 11,75 13.12: 
W Germany + 3.1. + 3.8. (5) 5.55. 6.15 8.00 6.00 8,15 8,05 5.78 8.02 
Holland + 1.2 447 (3) 613 838 7.50 6,38 8.67 8.76 6.38 8.66 
italy +12.9 +13.2(12) 16.63 16.50 17.00 11.50 15,20 14.31... 16.13 na. 
Japan + 214 + 7.6 (5) 6.06 6.29 5.50 3.50, TAT 7.86. 6.25 7.76 
Sweden na + 7.0 (4). 13.50 13,55 12.00 13.30 11.00. 13,00 13.25 na 
Switzerland + 0.7 + 6.0 (3) 4.31 4.81 7,50 375 AO 5.05. 469 5.95 
UK +13.4 +87 (5) 5.75 11.38 13.00 11,22 40.70... 4280). 11.38 12.12 
USA + 68 + 9.5 (5) 11.38 41.25 13.00, 11:68 43.72 44.850 12.13 13.82 


Other key rates in London 3 mth Treasury Bills 9.8%, 7-day Interbank 9.5%, clearing banks 7-day notice 8.8%. 
Eurodollar rates. (Libor): 3 mths 12.2%, 6 mths 12,8%. M : 


$ M2 except Australia, Canada, ‘Switzerland, U:S.A., W: Germany, M3, Japan M2 + CDs, UK £M3; Definitions of interest rates 
quoted available on request, Sources: Chase Manhattan, i ium), Ni 





Chase Econometrics, Banque de Commerce (Beigi ise 
ietbank, Crealt Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse First Boston, These rates are indicative only 


‘and cannot be construed as offers by these banks. 


AVES West Germany had a visible trade surplus of DM4.2 billion ($1.5 billion) in May, 






its third largest in dollar terms in 12 months. Canada’s surplus was C$1.6 billion (US$1.3 billion), fora 12-month total of US$14.2 
‘billion. The dollar's trade-weighted exchange rate rose 0.8%, and the D-mark’s by 0.2%. The yen’s was down by 0.5%, sterling’s 


_ by 1.8%. New figures on foreign reserves show that six countries had falls in May. 





































































{Bank of England index 7975=100 Prexcluding gold. 


Registered asa Newspaper. Composed by Camden Typesatters Ltd., Landon, England, andé:printed in Singapore by Times Printers. Sdn. Bhd. 










Trade balance’” current currency units per $ 3mth forward rate Trage-weightedł currency units foreign reservestt 
Sbn account exchange rate $on 
Sarei „balance Discount 

latest © lalest12- $on $ premium 

month months, latest12 mths latest. yearago pers %pa latest yearago . per£ perSDA.. May- -yearago 
~ 041 @) $08. - 56.6) 121 115 nee Disc 1.30 -79.3 79.3 157 422 BO 88 
T0050 = 23 0512) 87.4 5I 57,3 _Prem0.73. 89.9 g3 754 SAS A SL 
+. 4,27 (8) +142 + 0:7-13} 133 1.23, 1.33 Disc 0.38 87.8 92.6 1.74 135° 28 3.5 
+ 0.01 (8) = SA ~ 26 (3)... 8.67 LTI 8.67 Prem 0.25. 65.8 68.6 A135 $8.85 21.1 18.8. : 
+ 1,53 (5) +16.0 + 25 (4) 2:82 2.59 2.78 Prem 6.32- 124.7 127.0 3.69 2.89 44.9 449 | 
+ 049 (G) + 37. +: 3.612) 3:19 2.90 3.14. Prem $76 114.0 “A160 4.1? 3.26 10.1 108. 
-0.96 (3) = 7220 mAd {9). 1784 1533 1751. Dise 39t: 485 61.3 2277. LAZA 19.2 16.6 
+ 3:565). +35.9 425.7 (5 242 » 240 238 Prem 5.84 464.3 447.45 2 BIB. eal 25.5. 249 
+. 0.16 (5) ot 2A = 1.1092). 8.27 7:69 8.29 Dise 1.01 67.3. 678 19.84 8.45 44 = 
~ 0.20 (mi8 +,3.0(12) 2:39 2a 2.34 Prem 7.37 142.4 161.8 8.412 2.43 12.9 
~ 0.44 (5) = 19 +.2.0 (5) 0.76 0.65. 0.76 Prem 0.84 77.2 85.0 _ 0.78 10.3 
~ 8.84 (5) 98.0 ~58.4 (3) za =e _ — 136.1 126.2 LH 1.02 23.6 

“Canada, Australia, Japan, France and UK imports fob, exports tob. All otberscit/fob. “ E 


Cardkey systems 
rotect more Fortune 


subsidiaries, and their 
government counter- BE 
Ze 


parts throughout the Z F 
world than any other X Ke 


security management 
firm. N 


We protect assets. \ 
We protect inventory, ' 
We protect people. 


LLL 
CE EII a Meat Were 
We protect facilities. Ñ a aa ! 


We protect data. S 


We protect time. 
We protect property. 


such a broad choice of computer-based 
systems. From simple systems for small 
ousiness needs to sophisticated systems for 
multi-plant and special government 
applications. 

No other firm in the world offers such a 
wide range of card technologies. Which means 
eae options for you in cost, versatility, 
and effectiveness. 

No other firm in the world offers such a 
high level of engineering and installation 
experience. Since 1928, we have installed 


P M tae pope 
00 companies, their Q A E 2 


G Çardkey 





thousands of systems 
which can pay off for 
you in a job being done 
completely right...the 
first time out. 

And not to be 
overlooked, we protect 


L A3 n We can demonstrate 
eon satisfying return on investment in a 


No other firm in the world offers Z / — 7 


how a Cardkey system can be a 


surprisingly short period of time. 


Ifyou have something to protect, we invite 


you to send for more information. Your inqui 
will be treated confidentially, of course. That's 


our business. 
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ethan 90 | today’s most important fields. 
wid, Here are some of the reasor 
ning | more and more people are s 
out The Lucky-Goldstar Gro 


















Integrated Action: 
Superb coordination among Mem- 
ber companies enhanees the 
Group’ capabilities.. 
ucky-Goldstar companies 
combine their expertise in chemi- 
cals and fine chemicals (even bio- 
engineering), electronics and tele- 
communications, energy and re- 
sources, construction and engineer- 
ing, finance and securities, and 
many other important fields. 


A dozen of Koreas top joint ventu 
are Lucky-Goldstar companies. 
Youre already familiar 
many of the names that have joi 
with Lucky-Goldstar to achieve so 
of Korea’s biggest successes—na: 
_ like Caltex, Western Elect 
Siemens, and Hitachi—there 
many mae i 
cky-Goldstar is also pa 
ipating in some pretty impress 
enterprises overseas, too, such as 
Saudi Basic Industries Corp. 





Healthy Growth: 
Lucky-Goldstar has grown steadi- 
dy during. the 37 years since its 


establishment-—-even in times of 


worldwide recession. 

Sometimes the growth has 
been surprisingly great. For exam- 
ple, Lucky-Goldstar International 


An Eye to the Future: 
In some fields, Lucky-Goldstar is 
putting as much as 6-7% of sales 
back mto research and develop- 
mo sy fe 

e groupwide average for in- 
vestment in research is 3% of sales 
and going up all the time. (That’s 







rp. grew 43% in 1983--more than pretty good when you realize that 
any other Korean general trading group sales for 1983 reached US$7.5 
company. illion.) In such important new 
fields as compu and genetic 
engineering, the figure tops 6%. 
: 9 
Financial Soundness: ia ac a aa aaa a 
No Korean business conglomerate | There are a lot of people in a lot of countries wh 
ean claim greater reliability in its | already know that if youre for a reliable business 
financial dealings than Lucky-Gold- į relationship in Korea, Lucky-Goldstar is the place to look, 
star _ To find out more, contact Lucky-Goldstar Interna 
~ And we can back up this claim | tional Corp, 537 Namdaemun-ro 5ga, J , Seoul 1 


with hard facts, including its acknowl- | Korea. ) Box 1899. Phone 777-8097. Telex LG: 
edgment by world-renowned banks. | -K27266. Cable FOURCLOVER SEOUL 


Lucky-Goldstar has time after time {m me sm ee we aman ine nes meee na set St ss a 
proved its trustworthiness. 


EA LUCKY-GOLDST, 


Chemistry 0 Lucky, Ltd. (0) Lucky Continental Carbon Electricity, Electronics and Telecommunications (Goldstar Co. Ltd. (Goldstar Cable [) Goldstar Tele-Electric 0Gok 
Electric LIGoldstar Instrument & Electric (7 Goldstar Precision E\Shinyeong Electric (Goldstar Semiconductor [Goldstar Alps Electronics Energy and Resources Honam, 
Refinery L Korea Mining & Smelting Construction and Engineering Ci Lucky Development Ù Lucky Engineering insurance, Securities‘and Finance UiLucky Securities LIF 

ii Korea Insurance Busan Investment & Finance LI Goldstar Investment & Finance Trade and Distribution L Lucky-Goldstar International Li Hee Sung Public Service O The Yon? 
“Foundation [] The Yonam Education Institute Sports Cl Lucky-Goldslar Sports o 





We've got it together. 














